Saat atts tal 


EERE 


= 


~+«-« 
So 


* 


+7 


oeee; 
<3 
* 


fee 
acd 


bro 


=, 


tele tete’ 


oe 
wes 


ate 


i 
f 
: 
slritajel beta’. 


, 
: 


it 
* 


4? 


i i 
rated 
ee 


*. 


ene) 

eee ee 

Yeororers 
. 


titehiadh 


ul 
(hii 


DATE DUE 


lh 


Sele 


GAYLORD 


PRINTED IN U.S.A. 


‘ 


25 Gro. V. AppEeNDIx No. 2 A. 1934 


PROCEEDINGS 


OF 


SELECT STANDING COMMITTEE 


OF THE 


HOUSE OF COMMONS 


BANKING AND COMMERCE 


March 6, 1934, to June 14, 1934 


Bill No. 18, An Act respecting Banks and Banking; 
Bill No. 19, An Act to incorporate The Bank of Canada 


FIFTH SESSION OF THE SEVENTEENTH PARLIAMENT OF 
CANADA 


PRINTED_BY ORDER OF PARLIAMENT 


OTTAWA 
J. 0. PATENAUDE 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1934 


i: 


- 
,) 
7 
Fi 
@ 
8 


H 
4 es 


v 
+s 
§ 


A 


Ee TABLE OF CONTENTS 
Ee Pace 
es pPMembens: om Wommitice ies. . <5 6.25.405.2. 20525508 Pee. ooo ees. Cees. he te 4 
s Orders of Reference...) s: 40. 05.022. Rec ee ee BS he ee ee ee ea 
ieports; of Committee .6rss.. 2. 8c. es cess CIOS oe eee ec cle . . Oate ioe 
iit of Witnesses gouisidoSs:....---2- eee aneere es BEE Reece se se cc oa. ine 
“Us Tr eee ae eeosal ne aed 
Exhibits printed as Appendices ............. Eee fo chu: ae ae ane Lee 961 
“Cece of Bernice ois Se 0 A beng 17 
Mee of Myidenctetiive Vote) oiopng 1)... 2... 139 
USER eS Seo ace ee emer oe ee ee 1062 
Sea Rec aIMenOMments ho ill ion IOs. 2 Poe UES oe 1072 
MG eKeLO MMAULCTS: 52.5.2. 62-565. ce Oo TEL - ag cw ee es es wa 1080 
eee ee aie wie 6 o's og) vlecic'e ob als come eevee e BS 1083 


SELECT STANDING COMMITTEE 


MEMBERS OF COMMITTEE 


(RICHARD B. HANSON, Esq., Chairman) 


Arthurs, 

Baker, 

Beynon, 

Bothwell, “ 

Bowman, 

Casgrain, v 

Chaplin, 

Coote, 

Donnelly, 

Dorion, 

Duff, v 

Ernst, 

Euler, ¥ 

Fraser (Cariboo), 

Fraser \v 
(Northumberland, O.), 

Gagnon, 

Geary, 


Messieurs 


Hackett, 

Hanson (York-Sunbury), 
Harris, 

Howard,” © 
Hurtubise,” 

Tevine;*~ 

Jacobs, ¥ 

Lapointe, ¥ 

Laurin, 

Lawson, 

Mackenzie “ 
(Vancouver Centre), 
MacMillan (Saskatoon), 

McGibbon, 

McPhee, 

Mercier (St. Henri), ” 
Michaud,\/ 

Morand, 


(Quorum 15) 


Perley (Qu’Appelle), 
Power, Vv 

Ralston, ¥__ 
Raymond,” 

Rhodes, 

Robinson, 
Sanderson, ~~ 

Smith (Cumberland), 
Smoke, 

Spencer, 

Stanley, 

Sullivan, 

Vallance, 

White (London), 
White (Mount Royal), 
Willis—50 


T. L. McEVOY, 


Clerk of the Committee. 


BANKING AND COMMERCE 


ORDERS OF REFERENCE 


HousE of COMMONS, 


Tuespay, February 6, 1934. 


Resolved,—That the following members do compose the Select Standing 
Committee on Banking and Commerce:— 


Arthurs, 
Baker, 
Beynon, 
Bothwell, 
Bowman, 
Casgrain, 
Chaplin, 
Coote, 
Donnelly, 
Dorion, 
Duff, 
Ernst, 
Euler, 
Fraser 
(Northumberland, O.), 
Gagnon, 
Ganong, 
Geary, 


Attest. 


Messieurs 
Hackett, 


|< /Hanson (York-Sunbury), 


Harris, 
Howard, 
Hurtubise, 
Irvine, 
Jacobs, 
Lapointe, 
Laurin, 
Lawson, 
Mackenzie 
(Vancouver Centre), 
MacMillan (Saskatoon), 
MeGibbon, 
McPhee, 
Mercier (St. Henri), 
Michaud, 


(Quorum 15) 


Morand, 

Perley (Qu’Appelle), 
Pettit, 

Power, 

Ralston, 

Raymond, 

Rhodes, 

Robinson, 
Sanderson, 

Smoke, 

Spencer, 

Stanley, 

Stevens, 

Sullivan, 

Vallance, 

White (Mount Royal), 
Willis—50 


ARTHUR BEAUCHESNE, 


Clerk of the House. 


Tuespay, February 6, 1934. 


Ordered,—That the Select Standing Committee on Banking and Commerce 
be empowered to examine and inquire into all such matters and things as may 
be referred to them by the House; and to report from time to time their obser- 
vations and opinions thereon, with power to send for persons, papers and 


records. 
Attest. 


ARTHUR BEAUCHESNE, 


Clerk of the House. 
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TuHurspay, March 1, 1934. 


Ordered: That the following Bill be referred to the said Committee:— 
Bill No. 18, An Act respecting Banks and Banking. 
Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, March 5, 1934. 


Ordered: That the name of Mr. Smith (Cumberland) be substituted for 
that of Mr. Ganong on the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tunspay, March 6, 1934. 


Ordered: That the said Committee be given leave to print from day to day 
one thousand copies in English and five hundred copies in French of the minutes 
of the proceedings of the Committee and of the evidence, if any, to be taken 
before the Committee, together with such papers and documents as may be 
incorporated with such evidence; and that Standing Order 64 be suspended in 
relation thereto. 


Ordered: That the said Committee be granted leave to sit while the House 
is sitting. 
Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Fripay, March 9, 1934. 


Ordered: That the following Bill be referred to the said Committee:— 
Bill No. 19, An Act to incorporate the Bank of Canada. 
Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Turspay, March 13, 1934. 


Ordered: That the following Bill be referred to the said Committee:— 
Bill No. 33, An Act to amend the Quebec Savings Banks Act. 
Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 
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Fripay, March 16, 1934. 


Ordered: That the said Committee be empowered to appoint and employ 
counsel to assist in investigating the matters and things referred to them by the 
House. 

Attest. 

ARTHUR BEAUCHESNE, 
Clerk of the House. 


Mownpay, March 19, 1934. 


Ordered: That the name of Mr. Fraser (Cariboo) be substituted for that 
of Mr. Stevens on the Select Standing Committee on Banking and Commerce. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, May 21, 1934. 


Ordered: That the name of Mr. White (London) be substituted for that 
of Mr. Pettit on the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


HEeLORS LO alk HOUSE 
First REPortT 


Howusr or Commons, 
Tuespay, March 6, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as a 


First REportT: 


Your Committee recommends that one thousand copies in English and five 
hundred copies in French of the minutes of the proceedings of the Committee and 
of the evidence, if any, to be taken before the Committee, together with such papers 
and documents as may be incorporated with such evidence, be printed from day 
to day; and that Standing Order 64 be suspended in relation thereto. 

Your Committee further recommends that it be granted leave to sit while 
the House is sitting. 

All of which is respectfully submitted. 


R. B. HANSON, 


Chairman. 


& SELECT STANDING COMMITTEE 


Turrp REpPoRT 


House oF CoMMONS, 
Fray, March 16, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as a 


TuirD REPORT: 


Your Committee recommends that it be empowered to appoint and employ 
counsel to assist in investigating the matters and things referred to your Com- 
mittee by the House. 


All of which is respectfully submitted. 


R. B. HANSON, 
Chairman. 


Firtu RppPort 


House oF COMMONS, 
Tspurspay, May 17, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as a 


FirtH Report: 


Your Committee has duly considered Bill No. 18, An Act respecting Banks 
and Banking and has agreed to report the said Bill with amendments. 


All of which is respectfully submitted. 


R. B. HANSON, 
Chairman. 


SrxtH REPorT 


Howse or CoMMoNs, 
WepneEspay, June 6, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as a 


StxtH Report: 


Your Committee has duly considered Bill No. 19, An Act to incorporate 
The Bank of Canada and has agreed to report the said Bill with amendments. 


All of which is respectfully submitted. 


R. B. HANSON, 
Chairman. 


oe ee ee 
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SEVENTH REPORT 


Hovsr or Commons, 
Tuurspay, June 7, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as a 


SEVENTH REPORT: 


Your Committee has duly considered Bill No. 33, An Act to amend the 
Quebec Savings Bank Act and has agreed to report the said Bill with amend- 
ments. 

R. B. HANSON, 


Chairman. 


EIGHTH REPORT 


Houser or Commons, 
THurspay, June 14, 1934. 


The Select Standing Committee on Banking and Commerce begs leave to 
present the following as an 


EIGHTH REPORT: 


Your Committee has considered, during this session, inter alia, Bill No. 18, 
An Act respecting Banks and Banking, which was reported to this House, with 
amendments, on May 17, last. 

At the first meeting of the Committee, on May 6, last, it was moved by 
Mr. Power, seconded by Mr. Vallance:— 


That before proceeding to the consideration clause by clause, of Bill No, 18, 
the Select Standing Committee on Banking and Commerce inquire into:— 


1. The interlocking of directorates as between banks, trust companies, 
insurance companies and important industrial concerns and the effect of 
such interlocking directorates on the general financial and economic con- 
dition of the country; 

2. The general policies adopted by the chartered banks to combat 
the effects of the depression, and to what extent the said banks are 
responsible for the drastic deflation from which the country suffered and 
is still suffering; 

3. The circumstances which brought about the enactment of Order in 
Council, P.C. 2693, of October 27, 1931, permitting the chartered banks to 
show investment securities in their monthly and annual financial state- 
ments at a valuation other than the actual or market value thereof; 


4. Relations of the chartered banks to the wheat pools, and the 
extent to which the guarantees by the Dominion Government to the banks 
of the said pools’ grain market account was utilized for the purpose of 
speculating in wheat on the Winnipeg or Chicago grain pits; 

5. The relationship between the chartered banks or any of them and 
the Canadian Pacific Railway Company and the circumstances which 
brought about the guarantee by the Dominion of Canada of a loan of 
sixty million dollars to the said Railway Company; 
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6. The relationship between the banks or any of them and the pulp 
and paper industry and the extent to which the uncontrolled extension 
of credit brought about over-capitalization and over-expansion and the 
subsequent disorganization and near bankruptcy of an industry dealing 
in some of the most valuable of our natural resources. 

And for the purposes of obtaining information on the matters and 
things hereinabove enumerated, witnesses shall be called, including Sir 
Herbert S. Holt, K.B., President, The Royal Bank of Canada, Sir Charles 
B. Gordon, G.B.E., President, Bank of Montreal, and such other bank 
presidents and directors as the Committee may deem it advisable to 
summon. 

And that counsel learned in the law shall be appointed to assist the 
Committee in its investigation. 


Your Committee decided to accept this as a notice of motion. 

It was later resolved that the subject matter of the motion hereinbefore 
set out be discussed when the cognate sections of Bill 18 would be under con- 
sideration and that a sub-committee, to be appointed, should determine the 
witnesses to be summoned and the order of their appearance before your Com- 
mittee. 

Since its original sitting your Committee held- 47 meetings and heard 25 
witnesses, 

A Copy of the Minutes of Proceedings and Evidence is tabled herewith. 

The Minutes of Evidence also contain the submissions of certain witnesses 
in connection with the consideration of Bill No. 19, An Act to incorporate The 
Bank of Canada, which was referred to your Committee on March 9, last, and 
was reported, with amendments, on June 6, instant. 

Your Committee recommends that the orders of reference, reports, pro- 
ceedings and evidence, together with a list of the exhibits, be printed both as an 
appendix to the Journals of the House and in blue book form, 1,000 copies of 
the latter form to be printed in the English language and 500 copies in the 
French language; and that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 
R. B. HANSON, 
Chairman. 


(For concurrence: See Journals, page 474.) 


(The following reports concern Private Bills and are, therefore, not set out 
here: Second, Fourth, Ninth, Tenth and Eleventh.) 


a raglan 


BANKING AND COMMERCE 1 


LIST OF WITNESSES 


Beatty, E. W., K.C., President, Canadian Pacific Railway Company. | 

Bennett, R. B., Rt. Hon., P.C., K.C., M.P., Prime Minister of Canada. 

Chahoon, George, Jr., Three Rivers, Quebec, and Montreal, Quebec. 

Clark, W. C., Ph.D., Deputy Minister of Finance, Ottawa. 

Dodds, Jackson, President, Canadian Bankers’ Association, and General Man- 
ager, Bank of Montreal. 

Douglas, Major C. H., R.A.F. (Res.), M.I. Mech. E., M.I.E.E., London, England. 

Gordon, Sir Charles B., G.B.E., President, Bank of Montreal. 

Gordon, Lt.-Col. H. D. Lockhart, President, The Institute of Chartered Account- 
ants of Ontario, Toronto, Ontario. 

Gundy, J. H., Toronto, Ontario. 

Henwood, H. B., General Manager, The Bank of Toronto, Toronto, Ontario. 

Holt, Sir Henry S., K.B., President, The Royal Bank of Canada, Montreal, , 
Quebec. 

Logan, S. H., General Manager, The Canadian Bank of Commerce, Toronto, 
Ontario. 

McFarland, John I., General Sales Manager, Canadian Co-operative Wheat , 
Producers, Limited, Winnipeg, Manitoba. 

McGeer, G. G., K.C., M.L.A., Vancouver, British Columbia. \ 


McKee, George M., Assistant to President (i/e Operations), Consolidated Paper 
Corporation, Montreal, Quebec. 


Mapp, K. A., Secretary, The Institute of Chartered Accountants of Ontario, 
Toronto, Ontario. 


Patterson, H. F., General Manager, The Bank of Nova Scotia, Toronto, Ontario. 


Pitfield, Ward C., President, The Canadian Investment Bankers’ Association, 
Montreal, Quebec. 


Reed, J. B., Financial Secretary (Quebec Branch), United Farmers of Canada, 
North Hatley, Quebec. 


Roberts, B. J., Comptroller, Government Guarantee Branch, Department of 
Finance, Ottawa, Canada. 


Tompkins, C. S., Inspector General of Banks, Department of Finance, Ottawa, 
Canada. 


Whitehead, C. R., Assistant to President (i/c General Business), Consolidated 
Paper Corporation, Montreal, Quebec. 


Wilson, M. W., General Manager, The Royal Bank of Canada, Montreal, Quebec. 


Woodward, E. S., National Executive Secretary, The Free Economy League of 
Canada, Vancouver, British Columbia. 


Young, David, President, The Society of Chartered Accountants of the Province 
of Quebec, Montreal, Quebec. 
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LIST OF EXHIBITS 


Exhibit 1: Certified copy of Order in Council, P.C. 2490, dated November 
29 1934, re guarantee of loan of $60,000,000 to Canadian Pacific Railway Com- 
pany. (Printed in minutes of evidence at page 161.) 


Exhibit 2: Sessional Papers 150D and 150E: Copies of correspondence 
between the Government of Canada, or any member thereof, and the Bank of 
Montreal and the Canadian Pacifie Railway Company with reference to the said 
loan. (Letters referred to are printed in minutes of evidence at pp. 145; 150.) 


Exhibit 3: Certified extract from minutes of meeting of Board of Directors 
of Canadian Pacific Railway Company, held on June 12, 1933, whereat authority 
was granted certain officers of the Company to borrow stated sums and to pledge 
certain securities. (Not printed.) 


Exhibit 4: Copy of note, dated June 22, 1933, signed by the President and 
the Secretary of the Canadian Pacific Railway Company covering a loan of 
$13,093,000 from Bank of Montreal, that bank’s share of first instalment of loan. 
(Not printed.) 

Exhibit 5: Copy of note, dated December 1, 1933, signed by the President 
and the Secretary of the Canadian Pacific Railway Company covering loan of 
$9,351,000 from the Bank of Montreal, remainder of that bank’s share of loan. 
(Not printed.) 


Exhibit 6: Statement, dated September 25, 1933, signed by E. E. Lloyd, 
Esq., Treasurer, Canadian Pacific Railway Company. (Printed in minutes of 
evidence at pp. 145-6.) 


Exhibit 7: Annual Report, 1931, of Canadian Pacific Railway Company. 
(Not printed.) 


Exhibit 7a: Annual Report, 1932, of Canadian Pacific Railway Company. 
(Not printed.) 


Exhibit 8: Letter dated May 31, 1938, from the Right Honourable the 
Prime Minister of Canada to the President of the Bank of Montreal. (Printed 
in minutes of evidence at p. 150.) 


Exhibit 9: Statement shewing fluctuations of price of stock of Canadian 
Pacific Railway Company between the years 1924 and 1933, both inclusive. 
(Printed in minutes of evidence at p. 177.) 


Exhibit 10: Statement of obligations of Canadian Pacific Railway Com- 
pany to and balances with the Bank of Montreal from March, 1931, to date. 
(Printed as Appendix “A”.) 


Exhibit 11: Schedule giving particulars of allotments of $60,000,000 loan 
as between certain Canadian chartered banks. (Printed as Appendix “B”’.) 


Exhibit 12: Letter, dated August 17, 1933, signed by W. A. Bog, of the 
Bank of Montreal, addressed to the Right Honourable the Acting Prime 
Minister. (Printed as Appendix “C”.) 


Exhibit 13: Letter, dated August 31, 1933, from the Right Honourable the 
Acting Prime Minister to W. A. Bog, Esq., of the Bank of Montreal. (Printed 
as Appendix “D”’.) 


Exhibit 14: Letter, dated November 28, 1933, from General Manager of 


Bank of Montreal to the Right Honourable the Prime Minister of Canada. 
(Printed as Appendix “E”.) 
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Exhibit 15: Statement showing payments made by Canadian Pacific Rail- 
way Company in discharge of maturing obligations from May 31 to November 
1, 1933. (Printed as Appendix “F’”.) 


Exhibit 16: Letter, dated November 5, 1933, from General Manager, Bank 
of Montreal, to the Right Honourable the Prime Minister of Canada. (Printed 
as Appendix “Q’’.) 

Exhibit 16a: Return to an Order of the Committee, dated March 6, showing: 
names of directors of Canadian chartered banks, the address and occupation of 
each director and the names of other banks, firms, companies or corporations of 
which the bank director is a director or member. (Printed as Appendix “H”’.) 


Exhibit 17: Return to an Order of the Committee, dated March 6, showing 
a list of bank directors on other boards, when two or more belong to the same 


bank and the total number of directors on the board of each company concerned. 
(Printed as Appendix “T’.) 


Exhibit 18: Certified copy of P.C. 2238, dated September 12, 1931. (Printed 
as Appendix “J”’.) 


Exhibit 19: Certified copy of P.C. 2239, dated September 12, 1931. (Printed 
as Appendix “IKX”’.) 

Exhibit 20: Certitied copy of P.C. 2403, dated September 28, 1931. (Printed 
as Appendix “L”’.) 

Exhibit 21: Certified copy of P.C. 2977, dated November 30, 1931. (Printed 
as Appendix ‘‘M”’.) 

Exhibit 22: Certified copy of P.C. 1576, dated July 11, 1932. (Printed 
as Appendix “M”’.) 


Exhibit 23: Certified copy of P.C. 2077, dated September 20, 1932. (Printed 
as Appendix “O”’.) 


Exhibit 24: Certified copy of P.C. 508, dated March 20, 1933. (Printed as 
Appendix “‘P”’.) 


Exhibit 25: Certified copy of P.C, 685, dated April 12, 1933. (Printed as 
Appendix “‘Q”’.) 


Exhibit 26: Certified copy of P.C. 746, dated April 20, 1933. (Printed as 
Appendix “R”’.) 

(See statement of B. J. Roberts, Esq., as to effect of these Orders in 
Council, at page 219.) 


Exhibit 27: Statement showing monthly expenditures on payroll account 
of Canadian Pacific Railway Company for year 1933, and total for same year 
of amount spent on payroll account for Steamships. (Printed as Appendix “S”’.) 


Exhibit 28: Statement showing maximum, minimum and average number 
of employees of Canadian Pacific Railway Company for years 1929 and 1933. 
(Printed as Appendix “T”’.) 


Exhibit 29: Report of Proceedings, Annual Meeting, May 3, 1933, of 
Shareholders of Canadian Pacific Railway Company. (Not printed.) 


Exhibit 30: Certified extract from Minutes of a meeting of Board of 
Directors of Canadian Pacific Railway Company, on April 10, 1933. (Printed 
in minutes of evidence at p. 274.) 


Exhibit 31: Record of dividends, from years 1920 to 1932, both inclusive, 
paid by Canadian Pacific Railway Company, on both Common and Preferred 
Stock, and the rate thereof. (Printed as Appendix “U”.) 
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Exhibit 32: Statement showing total assets, abroad, and total liabilities, 
abroad, of Bank of Montreal, six months’ periods, December, 1925, to Decem- 
ber, 1927, and three months’ periods, December, 1927, to November, 1929. 
(Printed as Appendix “V”’.) 

Exhibit 33: Certified copy of Order in Council, P.-C. 2698, dated October 27, 
1931. (Printed as Appendix “W”.) 

Exhibit 34: Classification of borrowers at Branches of Canadian Bank of 
Commerce in Canada, Newfoundland, St. Pierre and Miquelon, as of November 
30, 1929, and February 28, 1934. (Printed as Appendix “X”’.) 

Exhibit 35: Return to an Order of the Committee, dated April 10th, last, 
viz., statement showing the difference, if any between the rates of interest charged 
by the Bank of Montreal on loans to municipalities in Eastern Canada and to 
municipalities in Western Canada, in the years 1930 to 1933, inclusive. (Printed 
as Appendix “Y”’.) 

Exhibit 36: Return to an Order of the Committee, dated April 10th, last, 
extracts from circulars sent by Head Office, the Canadian Bank of Commerce, 
to Branches re stock loans and extracts from circulars from Head Office of said 
bank to branches re commercial loans, in the years 1927, 1928, and 1929. (Printed 
as Appendix “Z’’.) 

Exhibit 87. Particulars of increases in capital stock of Canadian chartered 
banks, from July 1, 1923, to December 31, 1933. (Printed as Appendix “AA”.) 


Exhibit 38: Uist of shareholders’ auditors of Canadian Chartered Banks, 
1934, (Printed as Appendix “AB”.) 


Exhibit 39: Statement showing number of Canadian branches and sub- 
agencies of Chartered Banks closed in years 1931 to 1933, inclusive, and to the 
end of March, 1934. (Printed as Appendix “AiC”’.) 


Exhibit 40: ‘Let's Talk Money and Banking,” by Arthur I. Judge, Editor, 
“The Canning Trade,’ The Journal of the Cannel Foods Industry, Baltimore, 
Md. (Distributed to the Committee.) 


Exhibit 41: “Money and Credit and Its Management,” an address delivered 
by G. G. McGeer, Esq., K.C., at Annual Meeting of (B.C. Division) Canadian 
Credit Men’s Trust Association, Vancouver, B.C., April 21, 1932. (Not printed.) 


Exhibit 42: “The Conquest of Poverty,” National Banking, Planned 
Economy and Balanced Government, A Plan for Canada, presented to Labour 
in a Report, upon the MacMillan Banking Commission, to the Vancouver, New 
Westminster and District Trades and Labour Council, by G. G. McGeer, K.C. 
(Not printed.) 


Exhibit 43: A draft bill incorporating the Bank of Canada “empowered 
to manage and regulate the monetary system of the nation and to act as the 
Bank of the Government of the Dominion of Canada, of the Governments of the 
Provinces and of local governmental bodies, and also of all public utility corpora- 
tions; and to provide banking facilities for industry and commerce engaged in 
the domestic and international trade and other commercial activities of the 
nation. The duty of the Bank of Canada shall be to regulate and control the 
creation and issue of the nation’s purchasing power medium of exchange and so 
far as lies within its power to co-operate in controlling and protecting the 
external value of the national monetary unit and to mitigate by its influence 
fluctuations in the general level of production, prices, wages, and employment 
and to promote the stability of government, the progress of the standard of liv- 
ing, the going concern activity of the social and economic welfare of the people 
of the Dominion.” (Not printed.) 
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Exhibit 44: Charts to which Mr. MeGeer referred are printed di 
AD(1), AD(2), AD(3), AD(4). : Regret 


Exhibit 45: Suggested sample of a Gesell Scientific Currency Note, (Printed 
as Appendix AE.) 


Exhibit 46: Return to an Order of the Committee on motion of Mr. Morand, 


dated April 24, 1934. (For text of order and return thereto, see Minutes of 
Evidence, at pp. 736-744.) 


Exhabit 47: Chart showing Canadian capacity production of newsprint, 


1925-1934, and United States imports of newsprint f I S 
feta an) p print for same period. (See 


Exhibit 48: Letter from J. H. Gundy to Chairman of Select Standing Com- 


ea on Banking and Commerce re newsprint industry. (Printed as Appendix 


_ Exhibit 49: Chart showing (a) index of pulp and paper common stock 
prices; (b) index of industrial common stock prices, both adjusted to base: 
October, 1929 = 100. (Printed as Appendix AH.) 


Exhibit 50: Letter, dated January 11, 1928, addressed to shareholders of 
Laurentide Company Limited, signed by G. Chahoon, Jr., President of said 
Company. (Printed in minutes of evidence at p. 820.) 


Exhibit 51: Third Annual Report, dated February 27, 1931, of Canada 
Power and Paper Corporation, showing consolidated balance sheet as at Decem- 
ber 31, 1930. (Printed in minutes of evidence at p. 827.) 


Exhibit 52: First Annual Report, dated March 12, 1929, of Canada Power 
and Paper Corporation, showing consolidated balance sheet as of December 31, 
1928. (Printed in minutes of evidence at p. 831.) 


Exhibit 53: Fifth Annual Report, dated March 12, 1929, of Port Alfred 
Pulp and Paper Corporation, showing balance sheet as at December 31, 1928. 
(Printed in minutes of evidence at p. 835.) 


Exhibit 54: Report of Wayagamack Pulp and Paper Company, Limited, 
showing balance sheet as of November 30, 1928. (Printed in minutes of 
evidence at p. 839.) 


Exhibit 55: Second Annual Report, dated February 21, 1928, of St. 
Maurice Valley Corporation, showing consolidated balance sheet, December 31, 
1927. (Printed in minutes of evidence at p. 843.) 


Exhibit 56: Annual Report, for the year ending June 30, 1927, of Lauren- 
tide Company, Limited, containing balance sheet as of same date. (Printed 
in minutes of evidence at p. 847.) 


Exhibit 57: Annual Report for period ending December 31, 1924, of Belgo 
Canadian Paper Company, Limited. (Printed in minutes of evidence at p. 849.) 


Exhibit 58: (a) Letters from General Manager, Montreal Trust Company, 
dated October 7, 1929, and (b) dated September 26, 1929, to holders of common 
shares of Port Alfred Pulp and Paper Corporation; (c) form of shareholders’ 
letter; (d) letter from President of Port Alfred Pulp and Paper Corporation, 
dated September 24, 1929, to holders of common shares of said corporation. 
(Printed in minutes of evidence at p. 852.) 


Exhibit 59: (a) Letters from General Manager, Montreal Trust Company 
dated October 7, 1929, and (b) dated September 26, 1929, to holders of common 
shares of Wayagamack Pulp and Paper Company, Limited; (c) form of share- 
holders’ letter; (@) letter, dated September 24, 1929, from President of said 
Besa. t0 shareholders of same. (Printed in minutes of evidence at p. 856.) 
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Exhibit 60: (a) Letter from Assistant General Manager, Royal Trust 
Company, dated January 17, 1928, to holders of ae shares of St. Maurice 
Valley Corporation; (b) form of shareholders’ letter: (c) letter from President 
of St. Maurice Valley Corporation, dated January 11, 1928, to said shareholders. 
(Printed in minutes of evidence at p. 859.) 

Exhibit 61: Prospectus, dated August 6, 1926, offering $3,000,000 7 per cent 
Sinking Fund Cumulative Preference Shares of The Anticosti Corporation. 
(Printed in minutes of evidence at p. 862.) 


Exhibit 62: Statement re Newsprint Daily Tonnage Capacities. (Printed 
as Appendix AT.) 


Exhibit 63: Diagram showing present and future consumption of newsprint 
in the United States, dated December 24, 1924, (Printed as Appendix AJ.) 


Exhibit 64: Balance sheet of Montreal Trust Company, as of December 31, 
1933. (Printed as Appendix AK.) 


Exhibit 65: (Filed on behalf of Mr. S. H. Logan, Vice-President, The 
Canadian Bankers’ Association). Statement concerning connection of chartered 
banks and pulp and paper industry. (Printed as Appendix AL.) 


Exhibit 66. Letter from Sir Herbert S. Holt, K.B., addressed to the Secretary 
of the Committee, Return to an Order of the sub- committee, dated May 23, 1934, 
aggregate amount of advances, as at December 1, 1926, 1927, 1928, 1929, 
December 31, 1933, by Royal Bank of Canada to corporations, institutions or 
partnerships ‘of which Sir H. §. Holt was a director or officer. (Printed as 
Appendix AM.) 


MINUTES OF PROCEEDINGS 


Hovuss or CoMMons, 
Turspay, March 6, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
11.00 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Northumberland, 
O.), Gagnon, Hackett, Hanson (York-Sunbury), Harris, Howard, Hurtubise, 
Irvine, Jacobs, Lapointe, Laurin, Lawson, MacMillan (Saskatoon), McGibbon, 
McPhee, Mercier (St. Henri), Michaud, Morand, Perley (Qu’Appelle), Pettit, 
Power, Ralston, Raymond, Rhodes, Robinson, Sanderson, Smith, Smoke, Spencer, 
Stanley, Sullivan, Vallance, White (Mount Royal), Willis... .45. 

After considering a Private Bill on the Order Paper, the Committee then 
proceeded to the consideration of Bill No. 18, An Act respecting Banks and 
Banking. 


On motion of Mr. Duff: 

Resolved: That the following be adopted as the procedure of the Committee 

in connection with the Bill:— 

1. Non-contentious sections to be disposed of first. 

2. Any clause to which there is objection may stand on the request of a 
member of the Committee for future consideration. 

3. Reconsideration shall be permissible on notice of motion. 

4. Important amendments introduced in Committee may be received as 
Notices of Motion to be discussed and not voted upon until a subse- 
quent meeting of the Committee. Members of Committee to be 
furnished with copies of such amendments. 


Mr. Power, seconded by Mr. Vallance, moved the following :— 

That before proceeding to a clause by clause examination of Bill No. 18, 
An Act respecting Banks and Banking, this Committee inquire into, 

1. The interlocking of directorates as between banks, trust companies, insur- 
ances companies and important industrial concerns, and the effect of such inter- 
locking directorates on the general, financial and economic condition of the 
country. 

2. The general policies adopted by the chartered banks to combat the effects 
of the depression, and to what extent the said banks are responsible for the drastic 
deflation from which the country suffered, and is still suffering. 

3. The circumstances which brought about the enactment of P.C. 2693, 
October 27, 1931, permitting the chartered banks to show investment securities 
in their monthly and annual financial statements at a valuation other than the 
actual or market value thereof. 

4. Relations of the chartered banks to the wheat pools, and the extent to 
which the guarantees by the Dominion Government to the banks, of the said 
pools’ grain market account was utilized for the purpose of speculating in wheat 
on the Winnipeg or Chicago grain pits. 
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5. The relationship between the chartered banks or any of them and the 
Canadian Pacific Railway Company, and the circumstances which brought about 
the guarantee by the Dominion of Canada of a loan of sixty million dollars to 
the said Railway Company. 

6. The relationship between the banks or any of them and the pulp and paper 
industry, and the extent to which uncontrolled extension of credit brought about 
over-capitalization and over-expansion, and the subsequent disorganization and 
near bankruptcy of an industry dealing in some of the most valuable of our 
natural resources. 

And for the purposes of obtaining information on the matters and things here- 
inabove enumerated, witnesses shall be called, including Sir Herbert Holt, Presi- 
dent of the Royal Bank of Canada, Sir Charles B. Gordon, President of the Bank 
of Montreal, and such other bank presidents and directors as the Committee may 
deem it advisable to summon. 

And that counsel learned in the law shall be appointed to assist the Com- 
mittee in its investigation. 

It was decided to consider this a notice of motion postponed for consideration 
at a subsequent meeting of the Committee. 


On motion of Mr. Bowman: 

Ordered: That the Committee report to the House recommending that 1,500 
copies in English and 500 copies in French of the minutes of the proceedings of 
the Committee and of the evidence, if any, to be taken before the Committee, 
together with such papers and documents as may be incorporated with such 
evidence be printed from day to day; and that Standing Order 64 be suspended 
in relation thereto. 

That the Committee further recommend that it be granted leave to sit while. 
the House is sitting. 


The Chairman suggested that, to meet the convenience of members who are 
engaged on other Committees, this Committee should sit, subject to change, on 
Tuesdays and Thursdays. 


On motion of Mr. Lawson: 


Resolved: That this Committee sit, unless it otherwise directs, on Tuesdays 
and Thursdays. 


Clause 2 of Bill 18 adopted, with the exceptions of paragraphs (g) and (0). 


On motion of Mr. Hackett: 

Resolved: That in paragraph (m) of clause 2 of Bill 18 the word “means,” 
in the eighth line of the said paragraph, be struck out and the word “includes” 
be substituted therefor. 

The following clauses of Bill 18 were adopted: 3, 6, 7, 8, 9, 10/13/15, 162175 
22, 23, 25, 27, 35, 37, 38, 39, 40, 41, 43, 45, 46, 47, 48, 49, 50, 51, 52, 63, 67, 68, 69, 
72, 73, 74, 85, 96, 115, 126, 127, 128, 129, 130, 134, 135, 139, 140, 141, 142, 144, 145, 
150, 152, 153, 154, 155, 156, 157, 158, 159, 160, 161, 162, 164, 165, 167, 168, 169, 170. 

The remaining clauses of the Bill, and the schedules thereto attached, were 
postponed for further consideration. 


It was Ordered that the Clerk of the Committee take up with the proper 
official of the House the matter of arranging the seating of Room 231, in order 
to suit, as far as possible, the convenience of the official committee reporters and 
the members of the Committee. 


The Committee adjourned to meet on Thursday, March 8, at 11.00 am. 
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House or CoMMONS, 
Tuurspay, March 8, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
aed lesenem. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Dorion, Duff, Euler, Gagnon, Hackett, 
Hanson (York-Sunbury), Harris, Howard, Hurtubise, Irvine, Jacobs, Lapointe, 
Laurin, Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon), 
McGibbon, Mercier (St. Henri), Michaud, Morand, Perley (Qu’Appelle), Pettat, 
Power, Rhodes, Robinson, Sanderson, Smith (Cumberland), Smoke, Spencer, 
Stanley, Sullivan, Vallance, White (Mount Royal)—42. 


The Chairman called attention to the disparity between the recommenda- 
tion re printing as reported to the House and the resolution of the Committee, 
adopting the motion of Mr. Bowman. Mr. Bowman’s motion was that 1,500 
copies be printed in English. The report asked for leave to print 1,000 copies 
_ in English. The Chairman pointed out that an analysis of the requisitions for 
printing, covering twelve years, showed that 500 copies in English was the usual 
recommendation; but that in the case of the Banking Inquiry, 1923, and the 
Customs Inquiry, 1925, 1,000 copies in English had been found sufficient. It 
was decided, to print 1,000 copies in English, on the understanding that if this 
number should not meet the necessities of the Committee, a recommendation 
would be made to the House asking for leave to print 1,500 copies in English, 


Communications were read: 


From the Department of Finance, advising that ten sets of the evidence 
taken before the Royal (MacMillan) Commission on Banking and Currency, 
1933, were forwarded for the use of the Committee. (These are in the custody 
of the Clerk and, if taken away by Members of Committee, are to be returned 
when the deliberations of the Committee are determined). 


From the City Clerk of Calgary, Alberta, through Mr. Stanley, a Member 
of the Committee, a letter forwarding a resolution of the City Council asking 
that “necessary amendments to the Bank Act be introduced with a view to 
lowering the rates of interest payable on existing obligations” and a copy of a 
memorandum submitted, on Friday, August 18, 1933, to the Royal Commission 
on Banking and Currency by His Worship the Mayor and Council of the City 
of Calgary. (See Evidence, Royal Commission, p. 724-750). 


Communications received by the Committee shall be filed for future con- 
sideration and such action as later may be decided upon. 


The following were received as notices of motion: 


Proposed by Mr. Irvine:— 

That, for the purpose of obtaining information on such matters and things 
as may be referred to the Committee, Major Hugh Douglas, of London, England; 
Mr. Hugh Bevington, of Edmonton, Alberta; Mr. Wm. Aberhart, of Calgary, 
Alberta, and Mr. J. Maynard Keynes, of London, England, be summoned to 
give their opinions as to the sort of financial system required to meet the needs 
of modern economic life. 
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Proposed by Mr. Coote:— 

Mr. Coote gives notice that when the motion proposed by Mr. Power on 
March 6 shall be considered by this Committee amendments to paragraph six 
of the said motion will be proposed by Mr. Coote in the following terms:— 


“Insert after the word ‘industry’ in the second line thereof the words 
‘or other major industries’ and after the word ‘industry’ in the fourth line of the 
said paragraph the words ‘or industries’ and after the word ‘enumerated’ in 
the seventh line of the same paragraph the words ‘or other matters relating to 
the policy and/or the administration of the chartered banks’ and after the word 
‘directors’ in the ninth line of the said paragraph the words ‘or other per- 
sons’ and after the word ‘law’ in the concluding sentence of the said paragraph 


bar) 


the words ‘or such other persons as may be designated by the Committee ’. 


AMENDMENTS TO CLAUSES OF Bitu 18 


Proposed by Mr. Mackenzie (Vancouver Centre) :— 


5 (1) That section five, subsection one, of Bill 18, be amended by striking 
out the word “ forty-four” in the fourth line thereof and substituting the word 
“thirty-nine ” therefor. 

5 (3) That section five, subsection three, of Bill 18, be amended by striking 
out the word “ forty-four ” in the third line thereof and substituting the word 


“ thirty-nine ” therefor. 


Proposed by Mr. Spencer:— 

12. That section twelve of Bill 18 be amended by adding thereto as sub- 
section (2a) the following:— 

“ (2a) Shares shall be subscribed for and held only by or for the beneficial 
ownership of British subjects ordinarily resident in Canada.” 


Proposed by Mr. Coote:— 

18 (1) (c) That section eighteen subsection one paragraph (c) of Bill 18 
be amended by striking out the word “ five” in the second line thereof and sub- 
stituting the word “seven” therefor and by striking out the word “three” at 
the end of the paragraph and substituting therefor the words “a majority of 
the board.” 


Proposed by Mr. Irvine:— 

20 (5) That there be inserted the following as subsection (5) of section 
twenty of Bill 18:— 

“(5) No person shall be elected or continue as a director of more than one 
bank at any time, and he shall be disqualified to act as a director of the bank 
if he is at the same time a director of or partner in any firm, company or cor- 
poration which is indebted to, or which applies for any loan or advance from, or 
which has any financial relations with, the bank of which he is a director.” 


Proposed by Mr. Power:— 

21. That section twenty-one of Bill 18 be amended by adding the following 
thereto as subsection (5) :— 

“ (5) No person shall ‘be appomted or elected, or shall continue to hold 
office as a Director who, (a) is not a British Subject ordinarily resident in 
Canada, or (6) is a Director of any Trust Company, Insurance Company, 
‘tener or Loan Company, or of any financial institution doing public 
usiness. 
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Proposed by Mr. Irvine:— 

29 (2) That section twenty-nine, subsection two, of Bill 18, be amended 
by adding thereto the words: “‘ but in no case shall the salary or remuneration 
of the president, vice-president, general manager or any officer of a bank exceed 
the remuneration of the Prime Minister of Canada for the same year.” 


Proposed by Mr. Spencer:— 

31 (6) That section thirty-one of Bill 18 be amended by striking out sub- 
section six and substituting therefor the following:— 

“ (6) A shareholder shall not vote by proxy but shall give to the Minister, 
in writing by registered post, instructions as to the manner in which he desires 
to vote on any business of the meeting. In any such case the Minister shall 
inform the scrutineers appointed at the meeting of the instructions so received 
and the scrutineers shall record the vote of each such shareholder in accordance 
with the instructions so given.” 


Proposed by Mr. Irvine:— 

32 (2) That section thirty-two, subsection two, of Bill 18, be amended by 
striking out the said subsection and substituting therefor the following:— 

“ (2) No such by-law shall come into operation or be of any force or effect, 
nor shall a certificate approving thereof be issued by the Treasury Board unless 
and until such increase of the capital stock of the bank has been authorized by 
Act of Parliament.” 


Proposed by Mr. Coote:— 

o7 (1) That section fifty-seven, subsection one, of Bill 18, be amended by 
inserting immediately after the word “ dividends” in the third line thereof the 
words “ not exceeding the rate of six per centum per annum.” 


Proposed by Mr. Spencer:— 

75 (2) That section seventy-five, subsection two, of Bill 18, be amended 
by adding thereto as paragraph (g) the following:— 

(g) Lend money or make advances in excess of ten per centum of its paid- 
up capital and reserve to any one person, firm or corporation without the consent 
of the Executive Committee of the Bank of Canada.” 


Proposed by Mr. Coote:— 

75 (5) That section seventy-five of Bill 18 be amended by adding thereto 
as subsection five the following:— 

“(5) The bank shall not either directly or indirectly engage in stock 
market transactions nor lend money or make advances from the funds of the 
bank to any director or officer of the bank, or to any other person, with or 
without security, which moneys are to the knowledge or information of any 
director or officer of the bank to be used in stock market transactions or specu- 
lations nor shall the bank sell or hold shares or indirectly assist any person, 
firm, corporation or company to maintain, raise or lower the market price of 
any stock or to control the market price thereof.” 


Proposed by Mr. Howard:— 


77. Mr. Howard gives notice that at a subsequent date he will propose an 
amendment to section seventy-seven of Bill No. 18. 


Proposed by Mr. Lawson:— 
96. That section ninety-six of Bill 18 be reconsidered. 
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Proposed by Mr. Irvine:— 


114 (7) That the following be inserted immediately after subsection seven 
of section one hundred and fourteen of Bill 18:— 

“(7) (i) Within sixty days after the close of each calendar year, the bank 
shall pay over to the Minister seventy-five per centum, with accumulated 
interest, of the amount of all dividends which have remained unpaid for more 
than five years, and of the amount of all certified cheques, drafts or bills of 
exchange issued by the bank to any person and remaining unpaid for more than 
five years, and of all amounts or balances in respect of which no transactions 
have taken place or upon which no interest has been paid during the preceding 
five years, which amounts and balances are shown in the annual returns of unpaid 
dividends and balances required to be transmitted to the Minister by the bank 
under the provisions of the preceding subsections of this section. 

(ii) Such moneys and all interest thereon shall, notwithstanding any 
statute of limitations or other Act relating to prescription, be held by the Min- 
ister subject to all rightful claims on behalf of any person other than the bank. 

(iii) If a claim to any moneys so paid is thereafter established to the 
satisfaction of the Minister he may direct payment thereof to be made to the 
person entitled thereto together with interest on the principal sum thereof, at 
the rate of three per centum per annum for a period not exceeding six years 
from the date of payment thereof to the Minister as aforesaid; provided that 
no such interest shall be paid or payable on such principal sum unless interest 
thereon was payable by the bank paying the same to the Minister. 

(iv) Upon payment to the Minister as herein provided, the bank and its 
wree shall be held to be discharged from further liability for the amounts so 
paid.” 


Proposed by Mr. Irvine:— 
114 (8a) That section one hundred and fourteen of Bill 18 be amended by 
adding thereto as subsection (8a) the following:— 


“(8a) The bank shall, within thirty days after the close of each calendar 
year, transmit or deliver to the Minister a return shewing the names and 
addresses of the directors of the bank and the banks, firms and companies of 
which they are directors or partners.” : 


The Chairman intimated to the Committee that the motion proposed by 
Mr. Power, on March 6, has entailed considerable study in respect of the rela- 
tion of the motion to parliamentary law and procedure. 


On motion of Mr. Hackett: 
Resolved: That consideration of the proposed motion of Mr. Power be 
postponed until the next meeting of the Committee. 


The Committee resumed consideration of Bill No. 18, An Act respecting 
Banks and Banking. 


Paragraphs (g) and (0) of clause 2 of the Bill reconsidered and adopted. 


On motion of Mr. Gagnon: 


Resolved: That paragraph (m) of clause 2 of Bill 18 be amended by insert- 
ing in the fourth line of the said paragraph, after the word “honey,” the words 
“maple products.” 


On motion of Mr. Gagnon: 
Clause 2 of Bill 18, as amended, adopted. 
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The following clauses of the Bill were adopted: 2, 4, 11, 26, 30, 34, 36, 42, 44, 
54, 65, 66, 70, 71, 76, 80, 81, 82, 83, 84, 86, 87, 97, 98, 113, 116. 

The remaining clauses of the Bill, and the schedules, were postponed for 
reconsideration. 


The Committee adjourned to meet on Tuesday, March 13, at 11 a.m. 


Houser or CoMMONS, 
TuEspDAY, March 18, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Beynon, Bothwell, Bowman, Cas- 
grain, Chaplin, Coote, Donnelly, Dorion, Duff, Euler, Geary, Hackett, Hanson 
(York-Sunbury), Howard, Hurtubise, Irvine, Jacobs, Lapointe, Lawson, Mac- 
kenzie (Vancouver Centre), McGibbon, McPhee, Morand, Perley (Qu’Appelle), 
Pettit, Power, Ralston, Rhodes, Robinson, Smith (Cumberland), Spencer, Stan- 
ley, Sullivan, Vallance, White (Mount Royal), Willis—38. 


The Chairman indicated to the Committee that he had received several 
communications with regard to alleged exorbitant charges by banks; that it was 
desired by auditors that they be allowed to make representations with respect 
to section 55 (17) of Bill No. 18; that a group of bank clerks in Western Ontario 
complain about the wages paid to bank clerks. Communications filed for con- 
sideration at a later date. 


The following notices of motion were handed in:— 


Proposed by Mr. Spencer:— 

20 (4) That section twenty of Bill 18 be amended by inserting the follow- 
ing immediately after subsection (3) of the said Bill:— 

“(4) No Minister of the Crown in the Dominion Government shall be 
elected or continue to be a director of a bank.” 


Proposed by Mr. Morand:—- 

29 (2) Mr. Morand gives notice that at a later date an amendment will be 
moved by him, or on his behalf, to subsection two of section twenty-nine of 
Bill 18 incorporating in the said subsection a fair wage clause. 


Proposed by Mr. Rhodes:— 
53 (4) That subsection (4) of section 53 of Bill 18 be struck out and the 
following substituted therefor :— 


“(4) The Governor in Council shall have power from time to time to make 
such amendments and additions to the items required to be set forth in the said 
statement as he may deem expedient. 

Nore: The underlined words are substituted for the words “ may be deemed 

necessary as a result of the Bank of Canada being authorized to com- 
mence business.” 


Proposed by Mr. Howard:— 
76 (2) That section seventy-six of Bill 18 be amended by striking out sub- 
section (2) of the said section and substituting therefor the following:— 


“(2) The bank may, after the debt has accrued and become payable, sell 
such shares, but consent of the owner of the shares must be obtained before 


24 SELECT STANDING COMMITTEE 


selling. And in case the bank and its debtor cannot agree the whole matter 
shall be submitted to the Governor of the Bank of Canada for his decision, 
which decision shall be binding on both parties.” 


Proposed by Mr. Howard:— 


76 (3) That section seventy-six of Bill 18 be amended by striking out from 
subsection (3) of the said section the words “upon the sale being made” and 
substituting therefor the words “ upon the decision of the Governor of the Bank 
of Canada being received.” 


Proposed by Mr. Howard:— 


77 (1) That subsection (1) of section seventy-seven of Bill 18 be amended 
by striking out all the words after the word “ Act” in the tenth line down to 
and including the word “ same” in the thirteenth line of the said subsection. 


Proposed by Mr. Casgrain:— 


88 (7) That subsection (7) of section eighty-eight of Bill 18 be amended 
by adding after the word ‘“ months” in the eleventh line thereof, the following 
words: “And any claim by an unpaid vendor, of or in respect to such products, 
wares, goods and merchandises to the amount remaining unpaid ” and by adding 
after the word ‘“ remuneration” in the thirteenth line thereof, the words “ and 
such claim of an unpaid vendor.” 


Proposed by Mr. MeGibbon:— 


88 (7) That subsection (7) of section eighty-eight of Bill 18 be amended 
by adding thereto the following as a proviso: 

“Provided further that if a bank represents that a person, firm, company or 
corporation is solvent and entitled to credit for goods, wares and merchandise 
ordered, and such person, firm, company or corporation is, or within six months 
thereafter, becomes insolvent or files a petition in bankruptcy, and it is ascer- 
tained that the liabilities of such person, firm, company or corporation exceed 
the assets thereof by fifty per centum, the bank shall lose the right of a pre- 
ferred creditor and one-half of any lien to which it may be entitled under the 
provisions of this Act.” 


Proposed by Mr. Casgrain:— 


89 (2) That subsection (2) of section eighty-nine of Bill 18 be amended 
by striking out all the words commencing with the word “who” in the ninth 
line thereof, down to the end of this subsection and substituting therefor the 
words “ of or in respect to such products, goods, wares and merchandises to the 
amount remaining unpaid.” 


Proposed by Mr. Beynon:— 


91 (1) That subsection (1) of section ninety-one of Bill 18 be amended 
by striking out all the words after the word “ and” where it occurs in the fifth 
line of the said subsection and substituting therefor the following: 

“Should the bank stipulate for, charge, take, reserve, or exact, any rate 
of interest exceeding seven per centum per annum, or should the bank charge, 
take, reserve, or exact, by way of discount any higher rate than seven per centum 
per annum, upon any money loaned by the bank or upon any debt owing to the 
bank, then and in every such case, the bank shall be forever barred from recov- 
ering the amount so loaned or the debts so owing and in respect of which, such 
rate, more than seven per centum per annum, has been charged, taken, reserved, 
or exacted, whether by way of interest or discount. The bank shall likewise be 
forever barred from recovering from the borrower, or debtor, as the case may 
be, any interest when the rate charged exceeds seven per centum per annum, and 
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the debtor may recover from the bank by action in any court of competent 
jurisdiction any sum charged, taken, reserved, or exacted by way of discount 
when the rate thereof exceeds seven per centum per annum. Should anyone 
claiming through or under any bank, recover any sum, either as principal or 
interest, which by reason of the provisions of this subsection the bank itself 
could not have recovered, the bank shall forthwith indemnify and reimburse the 
debtor from whom such sum was recovered, the full amount so recovered from 
him, whether as principal, interest, or costs, charged, or expenses, and the debtor 
may recover the same from the bank by action in any court of competent juris- 
diction together with the costs of such action.” 


Proposed by Mr. Lawson:— 


96. That subsection one of section ninety-six be amended by striking out 
the words “ trust, whether expressed, implied or constructive,” where they occur 
in the second line of the said subsection and substituting therefor the words 
“implied or constructive trust.” 

That subsection two of section ninety-six be struck out. 

That subsection three of section ninety-six be struck out. 


Proposed by Mr. Rhodes:— 


112 (1) That subsection (1) of section one hundred and twelve of Bill 18 
be amended by deleting the said subsection and substituting therefor the follow- 
ing :— 

“(1) The bank shall, within the first twenty-eight days of each month, 
transmit or deliver to the Minister a return in the form set forth in Schedule G 
to this Act: Provided, however, that the Governor in Council shall have power 
from time to time to make such amendments and additions to the said schedule 
as he may deem expedient.” 


Nore: The underlined words are substituted for the words “may be 
deemed necessary as a result of the Bank of Canada being authorized 
to commence business.” 


Proposed by Mr. Irvine:— 


Schedule G. That Schedule G, a return prescribed to be transmitted to the 
Minister by the bank under the provisions of section one hundred and twelve 
of Bill 18, be amended by adding to the said Schedule, the following item, under 
the heading “ assets ”’, 


“29a. Aggregate amount of loans to companies or corporations of which one 
or more directors are on the Board.” 


Proposed by Mr. Spencer:— 

Schedule G. That Schedule G, a return prescribed to be transmitted or 
delivered by the bank to the Minister, under the provisions of section one hun- 
dred and twelve of Bill 18, be amended by striking out item 25, under the heading 
of “assets” therein, relating to bank premises, and substituting the following 
therefor: 

“25. Bank premises, at actual, or original cost; encumbrances thereon, 
including amounts borrowed from controlled corporations; the total written off 
for depreciation; losses of the bank charged to this account (if any); and the 
particular reserves, funds or contingencies of the bank, to which these expenditures 
are charged in returns to the Minister.” 


The Minister of Finance (Hon. Mr. Rhodes) made the following statement: 
(For text of statement see verbatim report of discussion under to-day’s date.) 
Discussion followed. 
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On motion of Mr. Hackett:— 

Resolved: That the subject matter of the motion proposed by Mr. Power 
on March 6 be discussed when the cognate sections of Bill 18, if any, shall be 
under consideration by this Committee and that a subcommittee, to be named 
by the Chairman, be appointed to determine what witnesses shall be heard, the 
order in which witnesses are to be called and the order in which the different 
paragraphs of Mr. Power’s motion shall be discussed and that the said sub- 
committee report from time to time. Adopted on division. 


On motion of Mr. Bowman:— 

Resolved: That the following act as members of the subcommittee to con- 
sider the matters covered by the resolution moved by Mr. Hackett, and adopted: 
Messrs. Coote, Hackett, Hanson, Lawson and Power. 


The Committee resumed consideration of Bill No. 18, An Act respecting 
banks and banking. 


The following clauses were adopted: Clauses 125, 131, 132, 133, 143, 146, 147, 
148, 149, 163. 


The following clauses were postponed for further consideration: sections 
136, 137, 138, 151, 166. 


On motion of Mr. Coote:— 

Ordered: That each of the chartered banks be asked to furnish the com- 
mittee with a statement shewing the name, occupation and address of. each 
director and a list of the companies of which such director is a partner or 
director. 


The Committee adjourned to meet on Thursday, March 15, at 4 p.m. 


Houss or Commons, 
Tuurspay, March 15, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
4 p.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Casgrain, 
Chaplin, Coote, Donnelly, Dorion, Duff, Euler, Gagnon, Geary, Hackett, Hanson’ 
(York-Sunbury), Harris, Hurtubise, Irvine, Jacobs, Lapointe, Laurin, Mackenzie 
(Vancouver Centre), MacMillan (Saskatoon), McGibbon, McPhee, Michaud, 
Morand, Perley (Qw’Appelle), Pettit, Power, Ralston, Raymond, Rhodes, Robin- 
son, Sanderson, Smith (Cumberland), Smoke, Spencer, Stanley, Sullivan, Vallance, 
White (Mount Royal), Willis....45. : 


The Chairman made a statement pointing out that the Serjeant at Arms 
reports upon the unfeasibility of arranging the Committee Room in the way 
suggested by some members of the Committee. 


Mr. Hanson, for the subcommittee appointed at the last meeting of the 
Committee, reported as follows:— 
Tuurspay, March 15, 1934. 
Your subcommittee, appointed for the purpose of determining what wit- 
nesses are to be called to appear before the Committee, the order in which such 
witnesses shall be summoned and the order in which the different subject-matters 
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of Mr. Power’s motion shall be discussed, beg to report that, at a meeting held 
on Tuesday, March 13, it was decided to recommend to the Committee that the 
following paragraph of Mr. Power’s motion, viz., 


5. The relationship between the chartered banks or any of them and the 
Canadian Pacific Railway Company, and the circumstances which brought 
about the guarantee by the Dominion of Canada of a loan of sixty million dollars 
to the said Railway Company. 
be discussed at the meeting of this Committee called for Thursday, March 15. 

Your subcommittee further recommends that the Right Honourable R. B. 
Bennett, K.C., M.P., Prime Minister of Canada; E. W. Beatty, Esq., K.C., 
President, Canadian Pacific Railway Company and Jackson Dodds, Esq., Presi- 
dent, Canadian Bankers’ Association and General Manager of the Bank of Mont- 
real, be asked to appear before your Committee at the said meeting for hearing in 
connection with the matter set out above. 


Your subcommittee decided, on division, to make no recommendation, as 
yet, with regard to the matter of the appointment of Counsel to assist the Com- 
mittee in its investigation of the matters under review by your Committee. 


R. B. HANSON, 
Chairman. 


Mr. Hackett moved: That the report of the subcommittee be adopted. 
Discussion followed. 


The question being put on Mr. Hackett’s motion, it was declared resolved 
in the affirmative. 


The names being called for, they were taken by the Clerk of the Committee 
as follows: Yeas: Messieurs Arthurs, Beynon, Chaplin, Dorion, Gagnon, Geary, 
Hackett, Harris, Laurin, MacMillan (Saskatoon), McGibbon, Morand, Perley 
(Qu’Appelle), Pettit, Rhodes, Robinson, Smith (Cumberland), Smoke, Stanley, 
Sullivan, White (Mount Royal), Willis—22. 

Nays: Messieurs Bothwell, Casgrain, Coote, Donnelly, Euler, Hurtubise, 
Irvine, Jacobs, Lapointe, Mackenzie (Vancouver Centre), McPhee, Michaud, 
Power, Ralston, Raymond, Sanderson, Spencer, Vallance—18. 

And the motion was again declared by the Chairman as resolved in the 
affirmative. 


On motion of Mr. Power:— 


Ordered: That the Committee recommend to the House that the Committee 
be empowered to appoint and employ counsel to assist the Committee in investi- 
gating the matters and things referred to the Committee by the House. 

The Chairman intimated that it would not be convenient for some of the 
witnesses named in the report of the subcommittee to be present to-day. 

Mr. Hackett moved: That at its next meeting, on Tuesday, March 20, the 
Committee discuss item No. 5 in Mr. Power’s resolution of March 6, viz., ‘‘ The 
relationship between the chartered banks or any of them and the Canadian 
Pacific Railway Company and the circumstances which brought about the 
guarantee by the Dominion of Canada of a loan of sixty million dollars to the 
said Railway Company ”; and that the witnesses named in the report of the 
subcommittee, which was adopted at this meeting, be asked to appear at that 
next meeting of the Committee to be heard on that date. 


The motion was declared carried, on division. 
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On motion of Mr. Power:— 


Ordered: That copies of P.C. 2490, dated November 29, 1933, in re the 
matter of a loan of sixty million dollars to the Canadian Pacific Railway Com- 
pany, tabled in the House this day, be made readily available for the use of the 
members of this Committee. 


Resuming consideration of Bill No. 18, An Act respecting Banks and Bank- 
ing, the following notices of motion were accepted:— 


Proposed by Mr. Irvine:— 

53 (3) (k) That section fifty-three of Bill 18 be amended by inserting after 
the word “ value” in the second line of paragraph (k) of subsection (3) of the 
said section the words “ together with a full list of such securities.” 

53 (3) (1) That section fifty-three of Bill 18 be amended by inserting after 
the word “value” in the second line of paragraph (l) of the said section the 
words “together with a full list of such securities.” 


Proposed by Mr. Coote:— 


53 (3) (z) (i) That paragraph (2) of subsection (3) of section fifty-three 
of Bill 18 be amended by adding thereto the following sub-paragraphs:— ~~ 


“(i) The amount of deposits and loans for each province and the average 
rate of interest charged in each province. 

(ii) Classification of total loans for different industries or services in such 
form as may be approved by the Minister.” 


Proposed by Mr. Spencer:— 

53 (8) (a) That subsection (8) of section fifty-three of Bill 18 be amended 
by inserting therein the following as subsection (Sa) :— 

“(8a) Such profit and Joss statement shall include and show on the one 
part the amount of 

(a) Balance of Profit and Loss account carried forward from previous year. 

(6) Rebate of Interest on unmatured bills as at close of previous year. 

(c) Gross profits, including balances of all Interest, Commission, Exchange 
and other Revenue producing accounts. 

(d) Premium on New Stock sold. 

(e) Bad Debts recovered, previously written off, and the statement shall 
include and show on the other part 

(a) Expenses of management and operation. 

(b) Interest paid on Deposits. 

(c) Interest reserved on unmatured bills. 

(d) Amount written off Bank Premises. 

(e) Amount transferred to Appropriation Account for losses. 

(f) Amount transferred to Officers’ Pension Fund. 

(g) Sundry appropriations or disbursements not included under foregoing 
heads, and to be shown in detail. 

(h) Dividends declared (specifying number and date). 

(7) Amount transferred to Rest Account. 

(j) Balance at credit of Profit and Loss Account. 


Proposed by Mr. Coote:— 


138. That Bill 18 be amended by deleting section one hundred and thirty- 
eight therefrom. 


Further consideration of Bill 18 was postponed. 
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The Committee then proceeded to consider Bill No. 33, An Act to amend 
the Quebec Savings Banks Act. 

By request of Mr. Hackett, consideration of this Bill was postponed. 

Bill No. 19, An Act to incorporate the Bank of Canada was next considered. 


On motion of Mr. Duff:— 


Resolved: That in the consideration of Bill No. 19 the Committee follow 
the procedure as laid down in connection with Bill No. 18, on March 6. (For 
procedure, see motion proposed by Mr. Duff, Minutes of proceedings of March 6). 


On motion of Mr. Gagnon:— 

Resolved: That a subcommittee of five members, to be nominated by the 
Chairman, be named to consider the question of what witnesses, if any, shall be 
called in connection with the consideration of Bill No. 19, the order in which such 
witnesses are to be called and such other matters as the committee may be asked 
to consider and to report from time to time. 


On motion of Mr. Morand:— 


Resolved: That the following, nominated by the Chairman, do constitute 
the members of the subcommittee as set up by Mr. Gagnon’s motion: Messrs. 
Coote, Hackett, Hanson, Lawson and Mackenzie (Vancouver Centre). 


The following proposed amendments to Bill No. 19 were accepted as notices 
of motion:— 


Proposed by Mr. Mackenzie (Vancowver Centre) :— 

That before proceeding with the discussion, clause by clause, of Bill No. 19, 
An Act to incorporate the Bank of Canada, the Select Standing Committee on 
Banking and Commerce is of the opinion that the proposed Bank of Canada 
should be owned and controlled by the Dominion of Canada and that the pro- 
visions of the said Bill should be altered accordingly. 


Proposed by Mr. Coote:— 


That, in the opinion of this Committee, the ownership of the shares of the 
proposed Bank of Canada should be vested in the Government of the Dominion 
of Canada. 


Proposed by Mr. Power:-— 


14 (2) (3) That section fourteen of Bill 19 be amended by striking out 
subsections (2) and (3) of the said section. 


Proposed by Mr. Irvine:— 


16 (2) That subsection (2) of section sixteen of Bill 19 be amended by 
inserting the words “ of which the majority shall always be held by and vested 
in the Minister on behalf of His Majesty and the balance of such certificates ”’ 
after the words “ share certificates ” m the second line of the said subsection and 
by striking out the word “ which” in the second line of the same subsection. 


Nore: The subsection will then read as follows:— 


“(2) The capital shall be divided into shares of one hundred dollars 
each, represented by share certificates, of which the majority shall always be 
held by and vested in the Minister on behalf of His Majesty and the balance 
of such certificates shall be offered by the Minister at par for public subscrip- 
tion in Canada and shall he allotted by him to persons eligible to hold shares, 
in such manner as he may in his discretion determine.” 
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Proposed by Mr. Mackenzie (Vancouver Centre) :— 

16 (4) That section sixteen of Bill 19 be amended by adding thereto as 
subsection (4) the following: 

“(4) The Minister shall at any time have the right on behalf of the Domin- 
ion of Canada to purchase such shares in whole or in part at not more than par. 


Proposed by Mr. Spencer:— 

16 (7) (a) That section sixteen of Bill 19 be amended by inserting the fol- 
lowing as subsection (7a): 

“(7a) The Minister may at any time call in the shares of stocks held by 
the several shareholders on paying par therefor and three months interest.” 


Proposed by Mr. Lapointe:— 

23 (4) That section twenty-three of Bill 19 be amended by striking out 
subsection (4) of the said section and substituting therefor the following: 

“(4) The notes shall be printed in the English and French languages and 
their form and material shall be subject to approval by the Minister.” 


Proposed by Mr. Spencer :— 

30. That section thirty of Bill 19 be amended by striking out all the words 
after the word “and” in the fifth line of the said section down to and including 
the word ‘‘ half-yearly ” in eighth line of the same section and substituting 
therefor the following words: ‘“ after deducting an amount equal to five per 
centum of the paid-up capital which may be utilized for the payment of cumu- 
lative dividends at the rate of five per centum payable half-yearly.” 


The following clauses of Bill No. 19 were adopted: Clauses 1, 15 and 19. 


The remaining clauses of the Bill, and the schedules attached thereto, were 
postponed for further consideration. 


The Committee adjourned to meet on Tuesday, March 20, at 11 a.m. 


Hovusr or Commons, 
Tuespay, March 20, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser 
(Cariboo), Fraser (Northumberland, O), Gagnon, Geary, Hackett, Hanson 
(York-Sunbury), Harris, Howard, Hurtubise, Irvine, Jacobs, Lapointe, Laurin, 
Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon), McGibbon, 
McPhee, Mercier (St. Henri), Michaud, Morand, Pettit, Power, Ralston, Ray- 
mond, Rhodes, Robinson, Sanderson, Smith (Cumberland), Smoke, Spencer, 
Stanley, Vallance, White ( Mount Royal), Willis—48. 


The Chairman asked that any proposed amendments to either Bill 18 or 
Bill 19 be handed in to the Clerk. 


The following proposed amendments were received as notices of motion:— 


Proposed by Mr. Jacobs:— 


That there be substituted for paragraph 6 of Mr. Power’s motion of March 6, 
the following:— 


ths 


ee 
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“6, The degree to which uncontrolled extension of credit brought about 
over-capitalization and over-expansion in various Canadian industries, and the 
subsequent disorganization in such industries involving some of the most valuable 
of our natural resources.” 


Proposed by Mr. Raymond:— 


That section six of Bill 19 be amended by striking out paragraph (a) of sub- 
section (2) of the said section and substituting therefor the following :— 


“(q) is not a Canadian citizen; or” | 


Proposed by Mr. Raymond:— 


That section six of Bill 19 be amended by adding to paragraph (d) of sub- 
section (2) of the said section, after the word “ Canada” at the end of the para- 
graph, the following words: “ or elsewhere.” 


Proposed by Mr. Raymond:— 


That section ten of Bill 19 be amended by striking out paragraph (a) of sub- 
section (3) of the said section and substituting therefor the following:— 
“(a) is not a Canadian national; or” 


Proposed by Mr. Bowman:— 


That section sixteen of Bill 19 be amended in the following manner :— 


(a) By striking out the words “one hundred dollars” where they occur 
in the second and third lines of subsection (2) of the said section and substituting 
therefor the words: “ Fifty Dollars.” 

(6) By striking out the words “ twenty-five dollars” where they occur 
in the first line of subsection (5) of the said section and substituting therefor the 
words: “ twelve dollars and fifty cents.” 


Proposed by Mr. White (Mount Royal) :— 


That paragraph (l) of subsection (1) of section twenty of Bill 19 be amended 
by striking out the words “ promissory notes”’ where they occur in line 45 of the 
said paragraph. 


Proposed by Mr. Bowman:— 


That section thirty of Bill 19 be amended by striking out the word “ six” 
aay ee occurs in the fifth line of the said section and substituting therefor the 
word “‘ five. 


The Chairman filed a certified copy of Order in Council, P.C. 2490, dated 
November 29, 1933, re guarantee of loan of $60,000,000 to Canadian Pacific 
Railway Company. (Printed in record.) Exhibit 1. 


He also filed: Sessional Papers 150 D and 150 E: Copies of correspondence 
between the Government of Canada, or any member thereof, and the Bank ot 


Montreal and the Canadian Pacific Railway Company with reference to the said 
loan. Exhibit 2. 


_ Mr. Power moved that counsel be appointed forthwith to assist the Committee 
in the remainder of its inquiries. 


Consideration of this motion postponed until item No. 6 of Mr. Power’s 
motion of March 6, viz., re C.P.R. loan, shall have been disposed of. Agreed 
to, on division. 


K. W. Beatty, Esq., K.C., President, Canadian Pacific Railway Company, 
was called, read a statement and was examined thereon. 
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The witness produced, referred to and filed with the Committee:— 


Exhibit 3: Certified extract from minutes of meeting of Board of Directors 
of Canadian Pacific Railway Company, held on June 12, 1933, whereat authority 
was granted certain officers of the Company to borrow stated sums and to pledge 
certain securities. (Not printed.) 


Exhibit 4: Copy of note, dated June 22, 1933, signed by the President and 
the Secretary of the Canadian Pacific Railway Company covering a loan of 
$13,093,000 from Bank of Montreal, that bank’s share of first instalment of loan. 
(Not printed.) 


Exhibit 5: Copy of note, dated December 1, 1933, signed by the President 
and the Secretary of the Canadian Pacific Railway Company covering loan of 
$9,351,000 from the Bank of Montreal, remainder of that bank’s share of loan. 
(Not printed.) 

Exhibit 6: Statement, dated September 25, 1933, signed by E. E. Lloyd, 
Esq., Treasurer, Canadian Pacific Railway Company. (Printed in record.) 


Exhibit 7: Annual Report, 1931, of Canadian Pacific Railway Company. 
(Not printed.) 

Exhibit 7a: Annual Report, 1932, of Canadian Pacific Railway Company. 
(Not printed.) 

Exhibit 8: Letter, dated May 31, 1933, from the Right Honourable the 


Prime Minister of Canada to the President of the Bank of Montreal. (Printed 
in record.) 


Exhibit 9: Statement shewing fluctuations of price of stock of Canadian 
Pacific Railway Company between the years 1924 and 1933, both inclusive. 
(Printed in record.) 


On motion of Mr. Power:— 

Ordered: That a certified extract from the minutes of a meeting of the 
Directors of the Canadian Pacific Railway Company held on May 3, 1933, be 
filed with the Clerk of the Committee. 


On motion of Mr. Ralston:— 

Ordered; That there be prepared for the use of the Committee a statement 
showing, as of May 3, 1933, the amount of C.P.R. consolidated debenture stock 
outstanding differentiating the amount held by the public as collateral and the 
amounts held by banks, as collateral for bank loans; showing, also, the amount 
of said debenture stock necessary to cover loans subsequently absorbed by loans 
covered by Government guarantee. 


On motion of Mr. Willis:— 


Ordered: That a statement be filed showing the number of employees (out- 
side) on payrolls of Canadian Pacific Railway Company during the calendar 
year 1933, and the amount of payments thereunder. 


On motion of Mr. Howard:— 


Ordered: That a statement showing the fluctuations in value of C.P.R. 
stock between the years 1924 and 1933, both inclusive, be prepared. 


The Committee took recess until 4 p.m. 


BANKING AND COMMERCE 33 


_ AFTERNOON SESSION 


Examination of Mr. Beatty was resumed at 4 p.m. 


On motion of Mr. Coote:— 

Ordered: That there be prepared for the use of the Committee a state- 
ment showing the amount of dividends, and the rate thereof, paid by the Cana- 
dian Pacific Railway Company on its stock, both common and preferred, since 
1920. 


On motion of Mr. Mackenzie (Vancouver Centre) :— 

Ordered: That there be prepared and filed with the Committee a certified 
extract from the minutes of a meeting of the Board of Directors of the Cana- 
dian Pacific Railway Company at which the president of that company was 
authorized to enter into negotiations with a view to the securing of a guarantee 
by the Government of the $60,000,000 loan. 


The witness was discharged. 


Jackson Dodds, Esq., General Manager, Bank of Montreal, was called, 
read a statement, and was questioned thereon. 


The witness filed:— 

Exhibit 10: Statement of obligations of Canadian Pacific Railway Com- 
pany to and balances with the Bank of Montreal from March, 1931, to date. 
(Printed as Appendix “A”’.) 

Exhibit 11: Schedule giving particulars of allotments of $60,000,000 loan 
as between certain Canadian chartered banks. (Printed as Appendix “B”’.) 


The witness referred to:— 

Exhibit 12: Letter, dated August 17, 1933, signed by W. A. Bog, of the 
Bank of Montreal, addressed to the Right Honourable the Acting Prime 
Minister. (Printed as Appendix “C”’.) 

Exhibit 13: Letter, dated August 31, 1933, from the Right Honourable the 
Acting Prime Minister to W. A. Bog, Esq., of the Bank of Montreal. (Printed 
as Appendix “D”.) 

The witness retired. 


The Committee took recess until 8 p.m. 


EVENING SESSION 


The Committee resumed at 8 p.m. 


The Right Honourable R. B. Bennett, K.C., M.P., Prime Minister of Can- 
ada, was called, made a statement and was questioned thereon. 


The Prime Minister referred to:— 

Exhibit 14: Letter dated November 28, 1933, from General Manager of 
Bank of Montreal to the Right Honourable the Prime Minister of Canada. 
(Printed as Appendix “E”’.) 

Exhibit 15: Statement showing payments made by Canadian Pacific Rail- 
way Company in discharge of maturing obligations from May 31 to November 
1, 1933. (Printed as Appendix “F”’.) 

Exhibit 16: Letter, dated November 5, 1933, from General Manager, Bank 
of Montreal, to the Right Honourable the Prime Minister of Canada. (Printed 
as Appendix ‘‘G’’.) 

The Prime Minister then withdrew. 
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The Chairman announced that at the next meeting of the Committee Mr. 
John I. McFarland, Manager, Canadian Co-operative Wheat Pools, would be 
available for hearing in connection with item No. 4 of Mr. Power’s motion of 
March, 6,,.wize— 

“4, Relation of the chartered banks to the wheat pools, and the 
extent to which the guarantees by the Dominion Government, to the 
banks, of the said pools’ grain market account were utilized for the pur- 
pose of speculating in wheat on the Winnipeg and Chicago grain pits.” 


Mr. Power thereupon moved:— 

That counsel be appointed to assist the Committee and that said counsel 
enter upon his duties on Thursday, March 22, 1934. 

Discussion followed. 

On the question being put, the Chairman declared the motion lost. 


The names being called for, they were taken down as follows:— 

Yeas: Messieurs Casgrain, Donnelly, Duff, Howard, Irvine, Jacobs, 
Lapointe, Mackenzie (Vancouver Centre), McPhee, Mercier (St. Henri), Power, 
Ralston, Raymond, Sanderson, Spencer, Vallance—16. 

Nays: Messieurs Arthurs, Baker, Bowman, Chaplin, Fraser (Cariboo), 
Geary, Hackett, Hanson, Harris, Laurin, Lawson, MacMillan (Saskatoon), 
Pettit, Rhodes, Robinson, Smith (Cumberland), Smoke, Stanley, White (Mount 
Royal), Willis—20. 

The motion was again declared by the Chairman as passed in the negative. 


Mr. Power then gave notice that at the next, and subsequent meetings, he 
would move for reconsideration. 


The Committee adjourned until Thursday, March 22, at 11 a.m. 
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House oF COMMONS, 
TuHurspayY, March 22, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
11.00 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Fraser (Cariboo), Gagnon, Geary, 
Hackett, Hanson (York-Sunbury), Howard, Hurtubise, Irvine, Jacobs, Lapointe, 
Laurin, Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon), Mc- 
Gibbon, McPhee, Mercier (St. Henri), Michaud, Morand, Perley (Qu’Appelle), 
Pettit, Power, Ralston, Raymond, Rhodes, Robinson, Smith (Cumberland), 
Smoke, Spencer, Stanley, Sullivan, Vallance, Willis —44. 


The Secretary of the Canadian Bankers’ Association handed to the Chairman 
who filed, with the Clerk; 

Exhibit 16a: Return to an Order of the Committee, dated March 8, show- 
ing: names of directors of Canadian chartered banks, the address and occupa- 
tion of each director and the names of other banks, firms, companies, or corpora- 
tions of which the bank director is a director or member. (Printed as Appendix 
leks) 

Exhibit 17: Return to an Order of the Committee, dated March 6, showing 
a list of bank directors on other boards, when two or more belong to the same 
bank and the total number of directors on the board of each company concerned. 
(Printed as Appendix “I”’.) 


On motion of Mr. Power: 
Ordered: That these Exhibits be printed as appendices to the minutes of 
proceedings and evidence. 


The following proposed amendments to Bill 18, An Act respecting Banks and 
Banking were accepted as notices of motion: 


Proposed by Mr. Perley: 
88 (8) That subsection (8) of section eighty-eight of Bill 18 be amended by 
adding thereto the following words: 
And for the purchase of binder twine upon the security of any of the 
crop with respect to which such binder twine is to be used. 


The following proposed amendments to Bill No. 19, An Act to incorporate 
the Bank of Canada, were received as notices of motion: 


Proposed by Mr. Coote: 

25 (1) That subsection (1) of section twenty-five of Bill 19 be amended 
by striking out the words “and deposit liabilities”, after the word “notes”, where 
they occur in the third line of the said subsection. 

25 (3) That subsection (2) of section twenty-five of Bill 19 be amended 
by striking out the said subsection and substituting therefor the following: 

(a) gold coin and bullion and foreign exchange in the unrestricted 
ownership of the Bank to the amount of twenty-five per centum of the note 


issue. 
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25 (3) That subsection (3) of section twenty-five of Bill 19 be amended 
by striking out the words “and liabilities” in the fourth line of the said sub- 
section. 


Proposed by Mr. Duff: 

That clause 28 of Bill 19 be amended by striking out all the words after 
the word “basis” in the fifth line of the said clause and substituting therefor the 
following: “of the current market value at the date of the relevant trans- 


actions.” 


On the Orders of the Day being called, the Chairman pointed out that it 
would not be possible for Mr. John I. McFarland to appear until the afternoon 
session of the Committee, accordingly it was agreed to postpone consideration 
of paragraph 4 of Mr. Power’s motion of March 6, viz., “Relations of the 
chartered banks to the wheat pools, and the extent to which the guarantees by 
the Dominion Government to the banks, of the said pools’ grain market account 
were utilized for the purpose of speculating in wheat on the Winnipeg or Chicago 
grain pits” until this afternoon. 


Consideration resumed of Bill No. 18, An Act respecting Banks and Banking. 


Amendment to subsection (1) of section five of the said Bill, proposed by 
Mr. Mackenzie (Vancouver Centre), on March 8, was negatived on division. 


Amendment to subsection (3) of section five of the said Bill, proposed by 
Mr. Mackenzie, on March 8, was withdrawn. 


Section 5 (1) adopted, on division. 
Section 5 (2) adopted, on division. 
Section 5 (3) adopted, on division. 
Section 12 (1) adopted. 
Section 12 (2) adopted. 


Amendment to section twelve (2a) proposed by Mr. Spencer, on March 8, 
negatived. 


Section 12 (3) adopted. 

Section 12 (4) adopted. 

Section 12 (5) adopted. 

Section 12 (6) adopted. 

Section 18 postponed for reconsideration. 
Section 19 adopted. 

Section 20 (1) adopted. 

Section 20 (2) adopted. 

Section 20 (3) adopted. 


Amendment to section 20 (4) proposed by Mr. Spencer, on March 8, con- 
sidered. Mr. Gagnon moved, in amendment thereto, to strike out the words “in 
the Dominion Government” where they occur in the amendment proposed by Mr. 
Spencer. 


Further consideration of Bill No. 18 postponed. 


The Committee took recess until 4.00 p.m. 
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AFTERNOON SESSION 
The Committee resumed at 4.00 p.m. 


The Chairman filed: 


Exhibit 18: Certified copy of P.C. 2238, dated September 12, 1931, (printed 
as Appendix “J”). 

Exhibit 19: Certified copy of P.C. 2239, dated September 12, 1931. (Printed 
as Appendix ‘“K’”’). 

Exhibit 20: Certified copy of P.C. 2408, dated September 28, 1931. (Printed 
as Appendix “L”’). 

Exhibit 21: Certified copy of P.C. 2977, dated November 30, 1931. (Printed 
as Appendix ““M”’). 

Exhibit 22: Certified copy of P.C. 1576, dated July 11, 1932. (Printed 
as Appendix ‘‘N”’). 

Exhibit 23: Certified copy of P.C. 2077, dated September 20, 1932. (Printed 
as Appendix “‘O”’). 

Exhibt 24: Certified copy of P.C. 508, dated March 20, 1933. (Printed as 
Appendix “P”’). 

Exhibit 25: Certified copy of P.C. 685, dated April 12, 1933. (Printed as 
Appendix “Q”’). 

Exhibit 26: Certified copy of P.C. 746, dated April 20, 1933. (Printed as 
Appendix “R”). 


(See statement of B. J. Roberts, Esq., as to effect of these Orders in 
Council). 


The Minister of Finance made a statement with reference to procedure to 
be followed in connection wih the submission of Mr. John I. McFarland. 


It was agreed that Mr. McFarland should make a statement and be ques- 
tioned thereon and that the Committee should decide, by a majority vote, 
whether the witness should answer any question to which it was indicated an 
answer might, in the public interest, be injudicious. 


Mr. John I. McFarland, General Sales Manager, Canadian Co-operative 
Wheat Producers, Limited, was called, made a statement and was questioned 
thereon. 


Mr. B. J. Roberts; Comptroller, Government Guarantee Branch, Depart- 
ment of Finance, Ottawa, was called, read a statement. 


Mr. Roberts retired. 


The Committee decided to resume examination of Mr. McFarland at the 
evening session. 


The Committee took recess until 8 p.m. 
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EVENING SESSION 


Examination of Mr. McFarland resumed at 8 p.m. 


Mr. Power moved: That the witness disclose the quantity of wheat he took 
over, in 1930, as general sales manager of “Wheat Producers”; the amount of 
the present holdings; what percentage of said holding is made up of physical 
wheat and what percentage of said holding is other than physical. 


On a recorded vote, the motion was declared lost. 

The names were taken down as follows:—Yeas: Messieurs Donnelly, Duff, 
Howard, Hurtubise, Lapointe, Mackenzie (Vancouver Centre), Power, Ralston, 
Raymond.—9. 

Nays: Messieurs Arthurs, Baker, Bothwell, Casgrain, Chaplin, Coote, 
Dorion, Ernst, Fraser (Cariboo), Gagnon, Geary, Hackett, Harris, Irvine, 
Jacobs, Laurin, Lawson, MacMillan (Saskatoon), MeGibbon, McPhee, Michaud, 
Morand, Perley (Quw’Appelle), Pettit, Rhodes, Robinson, Smith (Cumberland), 
Spencer, Stanley, Sullivan, Vallance, Willis —33. 


Mr. Power moved: That the witness disclose to what extent, in money, the 
Government is at present involved, or to what extent it had been involved, for 
every six months period since the wheat market account of “Wheat Producers” 
was guaranteed by the Government. 


On a recorded vote this motion was declared passed in the negative. 

The names being called for they were taken down as follows:—Yeas: 
Messieurs Casgrain, Donnelly, Duff, Hurtubise, Mackenzie (Vancouver Centre), 
Michaud, Power, Ralston, Raymond, Lapointe.—10. 

Nays: Messieurs Arthurs, Beynon, Bothwell, Bowman, Chaplin, Coote, 
Dorion, Ernst, Fraser (Cariboo), Gagnon, Geary, Hackett, Irvine, Lawson, 
MacMillan (Saskatoon), McGibbon, McPhee, Perley (Qu’Appelle), Pettit, 
Robinson, Smith (Cumberland), Smoke, Spencer, Stanley, Sullivan, 
Vallance.—26. 


Mr. Howard announced that he was paired with Mr. Baker, and that had 
he voted he would have voted in favour of Mr. Power’s motion. 


The witness was discharged. 


Mr. S. H. Logan, General Manager, Canadian Bank of Commerce, Toronto, 
Canada, was called, read a statement and was questioned thereon. 


The following was handed in by Mr. Ralston as a notice of motion for the 
production of papers:— 

That this Committee be furnished with copies of all correspondence, tele- 
grams, memoranda, et cetera, interchanged between any member of the Govern= 
ment and any chartered bank, which set out the limits, if any, imposed, and 
when, by the Government, on the amount of cash advances to “Wheat Pro- 
ducers” by the chartered banks concerned under the provisions of the orders 
in council which guaranteed such advances; and the form in which such limits 
were imposed. 

This notice of motion to be considered at the next meeting of the Committee. 


Examination of Mr. Logan to be resumed at the next meeting. 


The Committee adjourned until Tuesday, March 27, at 11 a.m. 
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House oF Commons, 
Tugspay, March 27, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
aio Jd giro 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Chaplin, Coote, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), Fraser (North- 
umberland), Gagnon, Geary, Hackett, Hanson (York-Sunbury), Harris, Howard, 
Hurtubise, Irvine, Jacobs, Lapointe, Laurin, MacMillan (Saskatoon), McPhee, 
Michaud, Morand, Perley (Qw’Appelle), Pettit, Ralston, Raymond, Rhodes, 
Robinson, Smith (Cumberland), Sanderson, Smoke, Spencer, Stanley, Sullivan, 
Vallance, White (Mount Royal), Willis—45. 


The Chairman filed the following: Returns to Orders of the Committee, 
dated March 22:— 

Exhibit 27. Statement shewing monthly expenditures on payroll account 
of Canadian Pacific Railway Company for year 1933, and total for same year 
of amount spent on payroll account for Steamships. (Printed as Appendix “S”’.) 

Exhibit 28. Statement shewing maximum, minimum and average number 
of employees of Canadian Pacific Railway Company for years 1929 and 1933. 
(Printed as Appendix ‘“ T”’.) 

Exhibit 29." Report of Proceedings, Annual Meeting, May 3, 1933, of 
Shareholders of Canadian Pacific Railway Company. (Not printed.) 

Exhibit 30. Certified extract from Minutes of a meeting of Board of 
Directors of Canadian Pacific Railway Company, on April 10, 1933. (Printed 
in record.) 

Exhibit 31. Record of dividends, from years 1920 to 1932, both inclusive, 
paid by Canadian Pacific Railway Company, on both Common and Preferred 


Stock, and the rate thereof. (Printed as Appendix “U”’.) 


On motion of Mr, Irvine:— 


Ordered: That these returns which were not read into the record be printed 
as appendices to Minutes of Evidence. 


The Chairman read into the record a letter from the Secretary, The 
Montreal Board of Trade, commenting on certain proposed amendments to 
Bill 18, An Act respecting Banks and Banking. 


Notice of motion of Mr. Ralston, of March 22, for the production of certain 
papers, with reference to certain limits of advances by chartered banks to 
“Wheat Producers” was considered and negatived, on division. 


Examination of Mr. 8. H. Logan, General Manager, Canadian Bank of 
Commerce resumed in connection with the relation of chartered banks to wheat 
pool financing, ete. 


The witness was discharged. 
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It was decided that further consideration of the relation of the banks to 
wheat pools, etc., would be taken up on notice of motion for reconsideration. 


Consideration was then taken up of Item No. 2 of Mr. Power’s motion of 
March 6, viz: ‘‘ The general policies adopted by the chartered banks to combat 
the effects of the depression and to what extent the said banks are responsible 
for the drastic deflation from which the country suffered and is still suffering.” 


Mr. Jackson Dodds, General Manager, Bank of Montreal, was recalled, 
made a statement and was questioned thereon. 


On motion of Mr. Irvine:— 


Ordered: That there be prepared a statement shewing (a) deposits by the 
public, payable on demand in Canada; (b) deposits of the public, payable after 
notice, or on a fixed day, in Canada; (c) deposits elsewhere than in Canada; 
(d) bank notes in circulation; (e) current gold and other coin in circulation; 
(f) dominion notes in circulation; (g) total bank loans, differentiating as under 
heads shewn in monthly return; all as of October, 1929, and October, 1932. 


The Committee took recess until 4 p.m. 


AFTERNOON SESSION 
Examination resumed of Mr. Dodds. 


The witness filed with the Committee:— 


Exhibit 32. Statement shewing total assets, abroad, and total liabilities, 
abroad, of Bank of Montreal, six months periods, December, 1925, to Decem- 
ber, 1927, and three months periods, December, 1927, to November, 1929. 
(Printed as Appendix “ V ”’.) 


It was decided to resume examination of witness at next meeting of Com- 
mittee. 


The Committee adjourned until Tuesday, April 10, at 11 a.m. 
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Hovusr or CoMMONS, 
Turspay, April 10, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
ab 11 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Coote, Dorion, Duff, Ernst, Fraser (Cariboo), Fraser (Northumberland, O.), 
Gagnon, Hackett, Hanson (York-Sunbury), Harris, Hurtubise, Irvine, Lawson, 
Mackenzie (Vancouver Centre), MacMillan (Saskatoon), MceGibbon, McPhee, 
Mercier (St. Henrz), Perley (Qu’Appelle), Pettit, Power, Rhodes, Robinson, 
Sanderson, Smith (Cumberland), Smoke, Spencer, Stanley, Sullivan, Vallance, 
White (Mount Royal)—34. 


The Chairman filed,— 

Exhibit 33.—Certified copy of Order in Council, P.C. 2693, dated October 27, 
1931. (Printed as Appendix “W”’.) 

The Committee resumed consideration of the following paragraph of Mr. 
Power’s motion, viz:— 


The general policies adopted by the chartered banks to combat the 
effects of the depression, and to what extent the said banks are responsible 
for the drastic deflation from which the country suffered, and is still 
suffering. 


Examination resumed of Mr. Jackson Dodds, General Manager, Bank of 
Montreal. 


The Committee took recess until 4 p.m. 


AFTERNOON SESSION 


The Committee resumed at 4 p.m. 
Examination continued of Mr. Jackson Dodds. 


On motion of Mr. Bowman,— 


Ordered: That the Committee be furnished with a statement showing the 
difference, if any, between the rates of interest charged by the Bank of Montreal 
on loans to municipalities in Eastern Canada and to municipalities in Western 
Canada, in the years 1930 to 1933, inclusive. 


Witness discharged. 


Mr. H. F. Patterson, General Manager, The Bank of Nova Scotia, Toronto, 
Ontario, was called, read a statement and was examined thereon. 


The Committee took recess until 8 p.m. 
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EVENING SESSION 


The Committee resumed at 8 p.m. 
Examination continued of Mr. Patterson. 
Witness discharged. 


Mr. S. H. Logan, General Manager, Canadian Bank of Commerce, was 
recalled, read a statement and was examined thereon. 


On motion of Mr. Power,— 


Ordered: That the Committee be furnished with copies of circulars, and 
excerpts from letters, issued by head office of The Canadian Bank of Commerce 
and addressed to its branch managers in the years 1927, 1928, and 1929, with 
reference to loans. 


Witness filed,— 


Exhibit 34—Classification of borrowers at Branches of Canadian Bank of 
Commerce in Canada, Newfoundland, St. Pierre, and Miquelon, as of November 
30, 1929, and February 28, 1934. (Printed as Appendix “X”’.) 


The Chairman ruled out of order, on the ground that the Committee had 
already decided, by a majority vote, against the disclosure of such information, 
a question by Mr. Duff, with reference to the amount of the guarantees, by the 
Government, of wheat pool financing. 


Mr. Duff appealed from the ruling of the Chair. 
The Chairman’s ruling was upheld, on division. 
Witness discharged. 


It was agreed to continue consideration of paragraph 2 of Mr. Power’s 
motion at the next meeting of the Committee. 


The Committee adjourned to meet on Thursday, April 12, 1934, at 11 a.m. 
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Housr oF Commons, 
Tuurspay, April 12, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
any ih @iaitale 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Caserain, Chaplin, Coote, Donnelly, Duff, Ernst, Euler, Fraser (Cariboo), 
Fraser (Northumberland, O.), Gagnon, Hanson (York-Sunbury), Howard, 
Hurtubise, Irvine, Laurin, Lawson, Mackenzie (Vancouver Centre), MacMillan, 
(Saskatoon), McGibbon, McPhee, Michaud, Perley (Qu’Appelle), Pettit, Power, 
Raymond, Rhodes, Robinson, Sanderson, Smith (Cumberland), Smoke, Stanley, 
Vallance, White (Mount Royal), Willis—40. 


The Chairman made a statement with reference to the translation of the 
minutes of proceedings and evidence. 


Mr. M. W. Wilson, General Manager, The Royal Bank of Canada, was 
called, read a statement and was questioned thereon. 


It was agreed to continue examination of witness at afternoon session of 
Committee. 


The Chairman informed the Committee that Major C. H. Douglas will be 
heard at the meeting of the Committee to be called for Tuesday, April 17, next, 
eiueelall fayerine 


Mr, Power asked that in connection with the consideration of paragraph 6 
of the motion proposed by him on March 6, viz:— 


6. The relationship between the banks or any of them and the pulp 
and paper industry, and the extent to which uncontrolled extension of 
credit brought about over-capitalization and over-expansion, and the 
subsequent disorganization and near bankruptcy of an industry dealing 
in some of the most valuable of our natural resources, 


Summons to appear before the Committee as witnesses should issue to: 
Mr. J. H. Gundy, and associates of his to be named later; Sir Herbert Holt, K.B., 
Mr. E. W. Beatty, K.C., and other members of the so-called Bankers’ Committee; 
the members of the firm of Price Brothers; and the Right Honourable Lord 
Beaverbrook, London, England. 


It was agreed that the matter of requesting the attendance of these pro- 
posed witnesses, or any other witnesses who may be required with reference to 
those portions of Mr, Power’s motion which, as yet, have not been considered, 
should be referred to the sub-committee which was constituted on March 13, 
to wit: Messieurs Coote, Hackett, Hanson, Lawson and Power, for considera- 
tion and report. 


The Committee took recess until 4 p.m. 
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AFTERNOON SESSION 


The Committee resumed at 4 p.m. 
Examination continued of Mr. Wilson. 
Witness discharged. 


The Chairman suggested that the Committee consider paragraph 1 of Mr. 
Power’s motion, viz:— 

1. The interlocking of directorates as between banks, trust com- 
panies, insurance companies and important industrial concerns, and the 
effect of such interlocking directorates on the general, financial and 
economic condition of the country. 


It was agreed, in the above connection, that Mr. Jackson Dodds, General 
Manager, The Bank of Montreal, should file a brief and that said brief be 
printed in the Minutes of Evidence of the day. 


The Committee adjourned to meet on Tuesday, April 17, next, at 11 a.m. 


Be pie we me 
a 


BANKING AND COMMERCE 45 


House or CoMMoNS, 
Tuespay, April 17, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
iit Bian, 


Mr. R. B. Hanson in the Chair. — 


Members present: Messieurs Arthurs, Beynon, Bothwell, Bowman, Casgrain, 
Chaplin, Coote, Donnelly, Duff, Ernst, Euler, Fraser (Cariboo), Fraser 
(Northumberland, O.), Gagnon, Geary, Hackett, Hanson (York-Sunbury), 
Hurtubise, Irvine, Jacobs, Lapointe, Laurin, Mackenzie (Vancouver Centre), 
MacMillan (Saskatoon), McGibbon, McPhee, Mercier (St. Henri), Michaud, 
Morand, Perley (Qu’Appelle), Ralston, Rhodes, Robinson, Sanderson, Smith 
(Cumberland), Smoke, Spencer, Stanley, Sullivan, White (Mount Royal), 
Willis—41. 


Mr. Jackson Dodds, General Manager, the Bank of Montreal, handed to 
the Chairman, who filed:—- 

Exhibit 35: Return to an Order of the Committee, dated April 10th, last, 
viz., statement showing the difference, if any between the rates of interest charged 
by the Bank of Montreal on loans to municipalities in Eastern Canada and to 
municipalities in Western Canada, in the years 1930 to 1933, inclusive. (Printed 
as Appendix “Y”); 


Also, on behalf of Mr. S. H. Logan, General Manager, the Canadian Bank 
of Commerce,— 

Exhibit 36: Return to an Order of the Committee, dated April 10th, last, 
extracts from circulars sent by Head Office, the Canadian Bank of Commerce 
to Branches re stock loans and extracts from circulars from Head Office of said 
bank to branches re commercial loans, in the years 1927, 1928, and 1929. 


On motion of Mr. Hackett, of the subcommittee,— 
Resolved, That the Committee do now hear Major C. H. Douglas, of London, 
England. 


The Chairman introduced Major C. H. Douglas, R.A.F. (Res.), 
M.I. Mech. E., M.I.E.E., to the Committee. 


Major Douglas took the stand, made a statement and was questioned 
thereon. 

It was agreed to continue the examination at afternoon sitting of the Com- 
mittee. 


- The Committee took recess until 4 p.m. 


AFTERNOON SESSION 
The Committee resumed at 4 p.m. 
Examination resumed of Major Douglas. 


The examination of Major Douglas had not been concluded when the Com- 
mittee rose at 6 p.m. 


The Committee adjourned to meet at 11 a.m., on Thursday, April 19th, next. 
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Houser or CoMMONS, 
Tuurspay, April 19, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
i ame 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Chaplin, Coote, Donnelly, Dorion, Duff, Euler, Fraser (Cariboo), Gagnon, Geary, 
Hackett, Hanson (York-Sunbury), Hurtubise, Irvine, Jacobs, Lapointe, Macken- 
zie (Vancouver Centre). MacMillan (Saskatoon), McPhee, Michaud, Morand, 
Perley (Qw’Appelle), Power, Ralston, Raymond, Rhodes, Robinson, Smith (Cum- 
berland), Smoke, Spencer, Stanley, Sullivan, Vallance, White (Mount Royal). 
—36. 


Examination continued of Major C. H. Douglas. 


On behalf of the Committee, the Chairman thanked Major Douglas who then 
withdrew. 

It was agreed that, at the afternoon session, consideration would be resumed 
of paragraph 1 of the motion proposed by Mr. Power on March 6, last. 


The Committee took recess until 4 p.m. 


AFTERNOON SESSION 


The Committee resumed at 4 p.m. 


Consideration resumed of paragraph 1 of Mr. Power’s motion, viz.: 


“The interlocking of directorates as between banks, trust companies, 
Insurance companies and important industrial concerns, and the effect of 
such interlocking directorates on the general, financial and economic con- 
dition of the country.” 


Mr. Jackson Dodds, General Manager, The Bank of Montreal, was recalled 
and examined thereon. 


Witness retired. 


Sir Charles Blair Gordon, G.B.E., President, The Bank of Montreal, was 
called, and questioned. 


The Committee took recess until 8 p.m. 


EVENING SESSION 


The Committee resumed at 8 p.m. 
Examination continued of Sir Charles B. Gordon, G.B.E. 
Witness discharged. 


Mr. M. W. Wilson, General Manager, The Royal Bank of Canada. was 
recalled and examined. 
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On motion of Mr. Coote: 

Ordered: That the Committee be furnished with a statement showing the 
amounts which would be drawn from the bank’s pension fund by bank employees 
on retirement after various periods of service. 


On motion of Mr. Coote: 


Ordered: That the Committee be supplied with a statement showing the 
total amount collected, as service charges, by the Royal Bank of Canada at the 
Branches of that Bank in the City of Vancouver, during the year 1933. 


Witness retired. 


The following was received as a notice of motion, proposed by Mr. Coote: 


That this Committee do not hold any further evening sessions, unless for 
the consideration of special and urgent matters. 


Mr. 8. H. Logan, General Manager, The Canadian Bank of Commerce, was 
recalled and questioned. 


Witness discharged. 


The Chairman informed that Committee that the physician of Sir Herbert 
Holt, K.B., President, The Royal Bank of Canada, has certified that Sir Herbert 
should not be asked to attend before the Committee, but that if the Committee 
should so decide, a sub-committee might hear his evidence in Montreal. 


Consideration of Bill 18, An Act respecting Banks and Banking will be 
resumed at the next meeting. 


The Committee adjourned to meet on Tuesday, April 24, next, at 11 a.m. 
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House or CoMMoNns, 
Turspay, April 24, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
11.00 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Casgrain, 
Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), Gagnon, 
Geary, Hackett, Hanson (York-Sunbury), Hurtubise, Irvine, Jacobs, Laurin, 
Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon), MeGibbon, 
McPhee, Morand, Ralston, Rhodes, Robinson, Sanderson, Smith (Cumberland), 
Smoke, Spencer, Stanley, White (Mount Royal), Willis —87. 


The following proposed amendments, to Bills referred to the Committee, 
were accepted as notices of motion: 


Proposed by Mr. Rhodes: 


1. That section sixty-one of Bill 18 be amended by adding the following 
as subsection (4): 


(4) In the case of a bank authorized to commence business after the 
day on which this section comes into force, the said bank shall be subject 
to the provisions of this section as if it had been authorized to commence 
business on the day on which this section comes into operation. 


2. That Bill No. 33, An Act to amend the Quebec Savings Banks Act be 
amended by inserting the following as section two of the said Bill: 


2. Section five of the Quebec Savings Banks Act is amended by add- 
ing thereto the following as subsection (2): 

(2) When by this Act a notice is required to be published in a 
newspaper for four weeks or any longer period, publication each 
week in a weekly newspaper, or once a week during the period in a 
paper published more frequently, shall be a sufficient publication for 
the purposes of this Act. 


3. That Bill No. 33, An Act to amend the Quebec Savings Banks Act be 
amended by inserting the following as section three of the said Bill: 


3. Section thirty-two of the Quebec Savings Banks Act is amended 
by striking out the proviso contained in the said section. 


4. That Bill No. 33, An Act to amend the Quebec Savings Banks Act be 
amended by inserting the following as section four of the said Bill: 


4. Section thirty-three of the Quebec Savings Banks Act is amended 
by adding thereto the following as subsection two: 

(2) An attaching or garnishee order or summons shall only 
affect and bind moneys to the credit of the debtor at the Branch 
Agency or Office of the Bank where such order or summons or notice 
is served. 
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Proposed by Mr. Irvine: 


That subsection (2) of section twenty-nine of Bill 18 be amended by adding 
thereto the following words: 


Such officers, clerks and servants may have the right to organize for 
the purpose of protecting their interests in regard to such matters as 
wages, salaries, hours of labour and general working conditions. 


Proposed by Mr. Lawson: 


That the notice of motion standing in my name, dated March 13, last, be 
withdrawn and the following substituted therefor: 


That section ninety-six of Bill 18 be amended by striking out subsections 
(2) and (3) and substituting the following therefor: (italic portions are new) : 
(2) If any deposit made under the authority of this Act is subject to 
a trust of which the bank has notice the receipt or cheque of the person 
in whose name any such deposit stands, or, if it stands in the names of 
two or more than two persons, the receipt or cheque of all of such persons, 
shall, notwithstanding any trust to which such deposit is then subject, be 
a sufficient discharge to all concerned for the payment of any money 
payable in respect of such deposit, and the bank shall not be bound to 
see to the application of any money paid upon such receipt or cheque. 
(3) Except only in the case of a lawful claim by some other person 
‘before repayment, the receipt or cheque of the person in whose name any 
deposit stands, or, if it stands in the names of two persons, the receipt 
sv cheque of one, or if it stands in the names of more than two persons 
the receipt or cheque of a majority of such persons, shall be a sufficient 
discharge to all concerned for the payment of any money payable in 
respect of such deposit. 


Consideration resumed of Bill 18, An Act respecting Banks and Banking. 


It was agreed to hear representations from The Institutes of Chartered 
Accountants of Ontario and Quebec with respect to subsection (17) of section 
55 of the Bill. 


Mr. H. D. Lockhart Gordon, President, The Institute of Chartered Account- 
ants of Ontario, Toronto, Ontario, was called, made a statement and was ques- 
tioned thereon. 


Witness filed with the Chairman, who read into the record, a suggested 
amendment to subsection (17) of section 55 of the Bill. (See Minutes of Evi- 
dence). 


Witness discharged. 


Mr. David Young, President, The Society of Chartered Accountants of the 
Province of Quebec, Montreal, Quebec, was called and was examined. 


Witness discharged. 


Mr. K. A. Mapp, Secretary, The Institute of Chartered Accountants of 
Ontario, Toronto, Ontario, was called and was examined. 

Witness read into the record a resolution passed at a meeting of the 
Council of the Institute of which he is Secretary, held on Friday, September 22, 
1933. (See Minutes of Evidence). 


Witness discharged. 


Mr. C. S. Tompkins, Inspector General of Banks, Department of Finance, 
Ottawa, was recalled, made a statement and was questioned thereon. 


Witness retired. 
82684—4 


50 SELECT STANDING COMMITTEE 


Mr. Jackson Dodds, General Manager, The Bank of Montreal, Montreal, 
Quebec, was recalled, and made a statement. 


Witness retired. 


Mr. M. W. Wilson, General Manager, The Royal Bank of Canada, was re- 
called and made a statement. 


Witness retired. 


Mr. H. B. Henwood, General Manager, The Bank of Toronto, mere 
Ontario, was called, made a statement and was questioned thereon. 


Witness discharged. 


The Chairman read into the record a letter, dated March 28, 1934, from 
Mr. George Edwards, of Edwards, Morgan & Company, Chartered Accountants, 
Toronto, Ontario, addressed to Woe Clark, Esq., Deputy Minister of Finance, 
Ottawa. (See Minutes of Evidence). 


Discussion followed. 
Section 14 adopted. 


Section 18 adopted, after Mr. Coote’s amendment proposed on March 8, 
was lost. 

Section 20 considered. 

Amendment thereto, proposed by Mr. Spencer, on March 13, viz: That 
section twenty of Bill 18 be amended by inserting the following immediately 
after subsection (3) of the said section:— 

(4). No Minister of the Crown in the Dominion Government shall 
be elected or continue to be a director of a bank. 
considered. Mr. Gagnon’s amendment thereto, proposed on March 22, viz:— 


That the amendment to section twenty, proposed by Mr. Spencer, on 
March 13, be amended by striking out the words “in the Dominion Govy- 
ernment” where they occur therein 


reconsidered, and withdrawn. 


Mr. Gagnon moved, seconded by Mr. Spencer, 
That section twenty of Bill 18 be amended by inserting the following 
as subsection (4) of the said section: 
(4). No Minister of the Crown in the Dominion Government 
or in any Provincial Government shall be elected or continue to be a 
director of a bank. 


On the question being put on this latter amendment, it was declared lost. 


The names then being called for, they were taken down as follows: Yeas: 
Messieurs Coote, Gagnon and Morand.—3. 


Nays: Messieurs Arthurs, Beynon, Bothwell, Casgrain, Chaplin, Duff, Euler, 
Fraser (Cariboo), Geary, Hackett, Hurtubise, Lawson, Mackenzie (Vancouver 
Centre), MacMillan (Saskatoon), McGibbon, McPhee, Ralston, Robinson, 
Smith (Cumberland), Smoke, White (Mount Royal).—21. 


The amendment of Mr. Gagnon was again declared passed in the negative. 
Mr. Spencer’s amendment was lost, on division. 


Mr. Irvine’s amendment proposed on March 8, last (see notices of motion of 
that date), lost, on division. 


Section 20 adopted, on division. 
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Section 21 postponed for further consideration. 
Sections 24 and 28 adopted. 
Section 29 considered. 


On motion of Mr, Morand:— 

Ordered: That the chartered banks file with this Committee a return shewing 
(a) the classification of bank employees; (b) the salaries, maximum and mini- 
mum, of each classification; (c) the average age of employees in each classi- 
fication; (d) the pensions and other remunerations of employees; (e) the restric- 
tions upon marriage of employees; (f) the proportion of employees’ contribu- 
tions to pension fund returned when employees leave bank after notice of 
dismissal; (g) the age at which superannuation of bank employees becomes 
effective; (h) the proportion of employees’ contribution to pension fund pay- 
able on superannuation. 


Amendment, proposed by Mr. Irvine on March 8, viz: “ That section twenty- 
nine, subsection (2) of Bill 18, be amended by adding thereto the following 
words: ‘but in no case shall the salary or remuneration of the president, vice- 
president, general manager or any officer of a bank exceed the remuneration 
of the Prime Minister of Canada for the same year’” considered. Lost, on 
division. 

Further consideration of section 29 postponed. 


The Committee took recess until 4 p.m. 


AFTERNOON SESSION 
The Committee resumed at 4 p.m. 


Consideration resumed of Bill 18. 


Section 31 considered. 

Amendment proposed by Mr. Spencer, on March 8, viz: “ That section 
thirty-one of Bill 18 be amended by striking out subsection (6) and substituting 
therefor the following: ‘(6) A shareholder shall not vote by proxy but shall 
give to the Minister, in writing by registered post, instructions as to the manner 
in which he desires to vote on any business of the meeting. In any such case 
the Minister shall inform the scrutineers appointed at the meeting of the instruc- 
tions so received and the scrutineers shall record the vote of each such share- 
holder in accordance with the instructions so given’,” considered, and declared 
lost, on division. 


Section 31 adopted. 


Section 32 considered. 


Amendment proposed by Mr. Irvine, on March 8, viz: “ That section thirty- 
two, subsection (2), of Bill 18, be amended by striking out the said subsection 
and substituting therefor the following: ‘(2) No such by-law shall come into 
operation or be of any force and effect, nor shall a certificate approving thereof 
be issued by the Treasury Board unless and until such increase of the capital 
stock of the bank has been authorized by Act of Parliament’,” considered and 
declared lost on division. 
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The names being called for, they were then taken down as follows: Yeas: 
Messieurs Coote, Irvine, Spencer—3; Nays: Messieurs Beynon, Dorion, Ernst, 
Fraser (Cariboo), Geary, Hackett, MacMillan (Saskatoon), Ralston, Robinson, 
Smoke, Stanley, White (Mount Royal)—12. 


The amendment was again declared passed in the negative. 


Section 32 adopted, on division. 


Section 33 considered. 


Mr. C. S. Tompkins, Inspector General of Banks, Department of Finance, 
Ottawa, made a statement and filed:— 

Exhibit 37: Particulars of increases in capital stock of Canadian chartered 
banks, from July 1, 1923, to December 31, 1933. (Printed as Appendix “AA”’.) 


Section 33 adopted. 


Section 53 considered. 


Amendments proposed by Mr. Irvine, on March 15, viz: “ That section 
fifty-three of Bill 18 be amended by inserting after the word ‘value’ in the 
second line of paragraph (k) of subsection (3) of the said section, the words: 
“together with a full list of such securities’: ‘That section fifty-three of Bill 18 
be amended by inserting after the word “ value” in the second line of para- 
graph (1) of the said section the words ‘together with a full list of such 


securities ’,”’ considered. 


It was agreed that the valuation of securities by chartered banks, as 
provided for by P.C. 2693, October 27, 1931, could now be considered. 


Mr. C. 8. Tompkins made a statement and was questioned thereon. (See 
Minutes of Evidence.) 


Amendments of Mr. Irvine declared lost, on division. 


On motion of Mr. Ralston. 

Resolved: That section fifty-three of Bill 18 be amended by inserting in 
subsection (3) of the said section, after the word “part” in the third line of 
said subsection, the words “the amount of the” and by inserting in subsec+ 
tion (3) of the said section, after the word “ part” in the first line of the said 
subsection, the words “the amount of.” Adopted. 


Consideration of section 53 to be resumed. 

Further consideration of Bill 18 postponed. 

The Chairman informed the Committee that at the next meeting the order 
of business would be: (1) presentation of report of sub-committee; (2) con- 
sideration of Private Bills on the Committee’s Order Paper; and (3) resuming 
consideration of Bill 18. 


The Committee adjourned to meet on Thursday, April 26, at 11 a.m. 
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Hovusr or Commons, 
Tuurspay, April 26, 1934. 


The Select Standing Committee on Banking and Commerce met this cay 
at 11 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), Geary, 
Hackett, Hanson (York-Sunbury), Howard, Hurtubise, Irvine, Jacobs, Lapointe, 
Lawson, Mackenzie (Vancouver Centre), McPhee, Michaud, Perley (Qu’Appelle) , 
Power, Rhodes, Robinson, Smith (Cumberland), Smoke, Spencer, Stanley, 
Sullivan, Vallance, White (Mount Royal), Willis—40. 


The following proposed amendments to Bill 18, An Act respecting Banks 
and Banking, were accepted as notices of motion:— 


Proposed by Mr. Duff,— 
55 (17) That the following be inserted as subsection (17) of section fifty- 
five of Bill 18:— 


(17) A person appointed under this section to audit the affairs of a 
bank shall not during the term for which such person is appointed accept 
any retainer or undertake any employment on behalf of such bank other 
than that of auditor hereunder; provided nothing herein contained shall 
prevent such person from being retained or employed to inquire into or 
deal with any situation arising out of or connected with the financial 
position or aftairs of any borrower from or customer of the bank or from 
performing such other services with respect to such borrower or customer 
as the bank or the directors thereof may deem necessary or expedient for 
the protection of the benefit of the bank; and failure to comply with the 
provisions of this subsection shall be an offence against this Act. 


Proposed by Mr. Rhodes: 


(60). That the proviso at the end of subsection (20) of section sixty of Bill 
18 be struck out and the followng substituted therefor: 


Provided, however, that the Governor in Council shall have power 
from time to time to make such amendments and additions to the items 
_ required to be set forth in the said Schedule as he may deem expedient. 


Proposed by Mr. Rhodes: 


114 (11). That section one hundred and fourteen of Bill 18 be amended by 
adding thereto the following as subsection (11): 


(11). The bank shall once in each year transmit or — to the 
Minister a return of all loans made by the bank within Canada out- 
standing at a date to be specified by the Treasury Board, classified accord- 
to industries and businesses, and the Treasury Board may make such 
regulations as may be deemed necessary to give effect to the provisions of 
this subsection. 
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Proposed by Mr. Rhodes: 


160 (2). That section one hundred and sixty of Bill 18 be amended by 
adding thereto the following as subsection (2): 

(2). Every bank which neglects to transmit or deliver to the Minis- 

ter, within the time prescribed by regulations of the Treasury Board, a 
certified return showing the aggregate amount of all loans made by the 

bank within Canada at a date to be specified by the Treasury Board, 
classified according to industries and businesses, shall incur a penalty of 

fifty dollars for each and every day during which such neglect continues. 


The Chairman, in reply to an inquiry of Mr. Mackenzie (Vancouver Cen- 
tre), intimated that he understood that Mr. G. G. McGeer, K.C., M.L.A., Vic- 
toria, B.C., is en route to Ottawa, entirely on his own initiative, and not at the 
request of this Committee. At the meeting of the Committee, on Tuesday, May 
1st, next, it will be determined, by the Committee, whether or not Mr. McGeer 
will be allowed to make representations and the ground which those representa- 
tions, if any, shall cover. 


The Committee then considered certain Private Bills on the Order Paper of 
the Committee. 


The Committee took recess until 4 p:m. 


AFTERNOON SESSION 
The Committee resumed at 4 p.m. 
Consideration resumed of Bill 18, An Act respecting Banks and Banking. 


Section 21 considered. 


Amendment of Mr. Power, proposed on March 8, viz.: “That section twenty- 
one of Bill 18 be amended by adding the following thereto as subsection (5): 
‘(5). No person shall be appointed or elected, or shall continue to hold office as 
a Director who, (a) is not a British Subject ordinarily resident in Canada, or 
(6) is a Director of any Trust Company, Insurance Company, Investment or 
Loan Company, or of any financial institution doing public business’ ” con- 
sidered. 


Clause (a) of the proposed amendment was, by leave, withdrawn. 
Paragraph (b) was declared lost, on division. 


The names being called for, they were taken down as follows: Yeas: 
Messieurs Coote, Irvine, Michaud, Power, and Spencer—5. Nays: Messieurs 
Chaplin, Duff, Fraser (Cariboo), Hackett, Lawson, Smith (Cumberland), 
Stanley, Sullivan, White (Mount Royal) —9. 

The amendment was again declared passed in the negative. 


Section 21 adopted, on division. 


Section 53 considered. 


Amendment proposed by Mr. Coote, on March 15, viz.: “That subsection 
(2) of section fifty-three of Bill 18 be amended by adding the following thereto 
as subparagraph (p): (p) The amount of deposits and loans for each province 
and the average rate of interest charged in each province.” 
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The words “The amount of deposits and loans for each province and” 
were, by leave, withdrawn. 


The amendment, as thus amended, was lost, on division. 


Amendment proposed by Mr. Coote, on March 15, viz.: “ That subsection 
(3) of section fifty-three of Bill 18 be amended by adding the following thereto 
as subparagraph (2): ‘ (z) Classification of total loans for different industries 
or services in such form as may be approved by the Minister’.” 


The Minister intimated that a notice of motion standing in his name, as a 
proposed amendment to section 114, was almost identical in terms with the 
amendment under consideration. Mr. Coote’s amendment was, by leave, 
withdrawn, as was that proposed by Mr. Spencer on March 15. 


Amendment proposed by Mr. Rhodes, on March 18, viz.: “ That subsection 
(4) of section fifty-three of Bill 18 be struck out and the following substituted 
therefore: ‘ (4) The Governor in Council shall have power from time to time 
to make such amendments and additions to the items required to be set forth 
in the said statement as he may deem expedient, considered and adopted’.” 


Section 53, as thus amended, adopted. 


Section 55 considered. 


On motion of Mr. Duff:— 
Resolved: That subsection (17) of section fifty-five be struck out. Adopted. 


Mr. Duff moves, seconded by Mr. Geary, That the following be accepted 
as a notice of motion of a proposed amendment to section fifty-five. (See notices 
of motion hereinbefore set out.) 


Section 56 considered. 


Mr. C. 8. Tompkins, Inspector General of Banks, Department of Finance, 
Ottawa, was recalled, made a statement and was questioned thereon. 


Witness filed Exhibit 38: List of shareholders’ auditors of Canadian Char- 
tered Banks, 1934. (Printed as Appendix “ AB.’) 


Further consideration of Bill 18 postponed until the next meeting. 


The Committee adjourned to meet on Tuesday, May 1, next, at 10 a.m. 
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Hous or CoMMONS, 
Tugspay, May 1, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
10 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Duff, Euler, Fraser (Cariboo), Fraser 
(Northumberland, O.), Gagnon, Geary, Hanson (York-Sunbury), Hurtubise, 
Irvine, Jacobs, Lapointe, Lawson, Mackenzie (Vancouver Centre), MacMillan 
(Saskatoon), Michaud, Morand, Perley (Qu’Appelle), Power, Raymond, Rhodes, 
Robinson, Smith (Cumberland), Spencer, Stanley, Sullivan, White (Mount 
Royal), Willis—39. 


Mr. Jackson Dodds, President, Canadian Bankers’ Association filed,— 
Exhibit 39—Statement showing number of Canadian branches and sub- 


agencies of Chartered Banks closed in years 1931 to 1933, inclusive, and to the 
end of March, 1934. (Printed as Appendix “AC”.) 


Mr. G. G. McGeer, K.C., M.L.A., Vancouver, B.C., was called, made a state- 
ment and was questioned. 


The following booklets were filed, for the use of the Committee: — 


Exhibit 40.—‘Let’s Talk Money and Banking,” by Arthur I. Judge, Editor, 
“The Canning Trade,’ The Journal of the Canned Foods Industry, Baltimore, 
Md. (Distributed to the Committee.) 


Exhibit 41—‘“Money and Credit and Its Management.” an address delivered 
by G. G. McGeer, Esq., K.C., at Annual Meeting of (B.C. Division) Canadian 
Credit Men’s Trust Association, Vancouver, B.C., April 21, 1932. 


Exhibit 42—“The Conquest of Poverty,’ National Banking, Planned 
Economy and Balanced Government, A Plan for Canada, presented to Labour 
in a Report, upon the MacMillan Banking Commission, to The Vancouver, New 
Westminster and District Trades and Labour Council, by G. G. McGeer, K.C. 


Exhibit 43.—A draft bill incorporating the Bank of Canada ‘empowered 
to manage and regulate the monetary system of the nation and to act as the 
Bank of the Government of the Dominion of Canada, of the Governments of the 
Provinces and of local governmental bodies, and also of all public utility corpora- 
tions; and to provide banking facilities for industry and commerce engaged in 
the domestic and international trade and other commercial activities of the 
nation. The duty of the Bank of Canada shall be to regulate and control the 
creation and issue of the nation’s purchasing power medium of exchange and so 
far as lies within its power to co-operate in controlling and protecting the 
external value of the national monetary unit and to mitigate by its influence 
fluctuations in the general level of production, prices, wages, and employment 
and to promote the stability of government, the progress of the standard of liv- 
ing, the going concern activity of the social and economic welfare of the people 
of the Dominion”. 


The Committee took recess at 1 p.m. 
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AFTERNOON SESSION 
The Committee reconvened at 4 p.m. 
Submission continued of Mr. McGeer. 


Exhibit 44.—Charts to which Mr. McGeer referred are printed as appendices 
AD(1), AD (2), AD(3), AD(4). 


After Mr. McGeer had concluded his submission, he was questioned. 


At 6 p.m. the Chairman announced that at the next meeting of the Com- 
mittee consideration would be resumed of Bill 18, An Act respecting Banks and 


Banking. 


The Committee adjourned to meet on Thursday, May 38, next, at 10 a.m. 
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Houssr or CoMMONS, 
Tuurspay, May 3, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Duff, Ernst, Euler, Fraser (Cariboo), 
Fraser (Northumberland, O.), Gagnon, Geary, Hackett, Hanson (York-Sunbury), 
Harris, Howard, Hurtubise, Irvine, Jacobs, Lapointe, Lawson, Mackenzie (Van- 
couver Centre), MacMillan (Saskatoon), McGibbon, McPhee, Michaud, Morand, 
Perley (Qu’Appelle), Rhodes, Robinson, Sanderson, Smith (Cumberland), Smoke, 
Spencer, Stanley, Vallance, White (Mount Royal), Willis—41. 


On motion of Mr. McGibbon,— 


Resolved: That the first order of business be the resuming consideration 
of Bill 18, An Act respecting Banks and Banking. 


After discussion, and agreement that Mr. G. G. McGeer, K.C., M.L.A., of 
Vancouver, be further cross-examined, the above motion was by leave, with- 
drawn. 


Mr. McGeer was recalled and further examined. 


Witness discharged. 


On motion of Mr. Spencer,— 
Resolved: That Mr. McGeer’s travelling expenses and expenses in Ottawa 
be paid. 


Adopted unanimously. 


Consideration resumed of Bill 18. 


Mr. J. B. Reed, of North Hatley, Quebec, Financial Secretary, Quebec 
Branch, United Farmers of Canada, was called, made a statement and was 
examined thereon. 


It was agreed that Mr. Jackson Dodds, General Manager, The Bank of 
Montreal, of which Bank the witness is a customer, should be permitted to cross- 
examine the witness. 


Witness discharged. 


On motion of Mr. MacMillan (Saskatoon) — 


Resolved: That the payment of the expenses of Mr. J. B. Reed be 
authorized. 


Adopted unanimously. 


ae Sagie 6 


BANKING AND COMMERCE 59 


Mr. C. S. Tompkins, Inspector General of Banks, recalled. He concluded 
his statement with reference to section 56 of Bill 18 and was questioned thereon. 


Section 56, as amended, adopted. 


Section 55 considered. 


The amendment thereto proposed by Mr. Duff on April 26th, last, was, by 
leave, withdrawn and the following substituted therefor :— 
55(17) A person appointed under this section to audit the affairs of 
a bank shall not during the term for which such person is appointed accept 
any retainer or undertake any employment on behalf of such bank other 
than that of auditor hereunder; provided nothing herein contained shall 
prevent such person from being retained or employed to inquire into or 
deal with any situation arising out of or connected with the financial 
position or affairs of any borrower from or customer of the bank or from 
performing such other services with respect to such borrower or customer 
as the directors of the bank, in any of the foregoing circumstances, may 
by resolution declare to be necessary or expedient for the protection or 
benefit of the bank; and failure to comply with the provisions of this sub- 
section shall be an offence against this Act. 


Subsection stands for further consideration. 
Section 55 otherwise adopted. 


Section 57 considered. 


Amendment proposed by Mr. Coote on March 8th, last, viz: That section 
fifty-seven, subsection (1), of Bill 18, be amended by inserting immediately 
after the word “dividends” in the third line of the said subsection the words “not 
exceeding the rate of six per centum per annum,” considered. 


By leave, Mr. Coote withdraws the words “not exceeding six per centum per 
annum” and substitutes therefor the words: “not exceeding six per centum per 
annum on the paid up capital on the bank plus such amount as has been accumu- 
lated from the proceeds received from the sale of the capital stock of the bank.” 
This amendment was considered, but was lost on division. 


Mr. Irvine then moved to substitute the words “not exceeding the rate of 
SIx per centum per annum on the paid up capital stock plus accumulated rest 
or reserve funds,’ Lost, on division. 


Section 57 adopted. 
Section 58 adopted. 


Section 59 considered. 


On motion of Mr. Rhodes,— 


Resolved: That subsection (4) of section fifty-nine of Bill 18 be amended 
by striking out the words “always be equal to” in the fifth line thereof and sub- 
stituting therefor the words “subject to the provisions of the Bank of Canada 
Act, be not less than,” 


Adopted. 
Section 59, as amended, stands for further consideration. 


Section 60 considered. 


Amendment thereto, proposed by Mr. Rhodes, on April 26th, last, viz: That 
the proviso at the end of subsection (20) of section sixty of Bill 18 be struck out 
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and the following substituted therefor: Provided, however, that the Governor in 
Council shall have power from time to time to make such amendments and addi- 
tions to the items required to be set forth in the said Schedule as he may deem 
expedient, considered and adopted. 


Section 60, as amended, adopted. 


Section 61 considered. 


Amendment thereto, proposed by Mr. Rhodes, on April 24th, last, viz: That 
section sixty-one of Bill 18 be amended by adding thereto the following as sub- 
section (4) :— 

“4 In the case of a bank authorized to commence business after the 
day on which this section comes into force, the said bank shall be subject 
to the provisions of this section as if it had been authorized to commence 
business on the day on which this section comes into operation,” consid- 
ered and adopted. 


Section 61, as amended, adopted. 
Section 62 adopted. 
Section 64 stands for further consideration. 


Section 75 considered. 


Amendment thereto proposed by Mr. Spencer on March 8th, last, viz: That 
section seventy-five, subsection (2), of Bill 18, be amended by adding thereto 
as paragraph (g) the following:— _ 

“(g) Lend money or make advances in excess of ten per centum of 
its paid-up capital and reserve to any one person, firm or corporation 
without the consent of the Executive Committee of the Bank of Canada” 
considered and lost on division. 


By leave, the underlined words were withdrawn and the following, proposed 
by Mr. Coote, substituted therefor: — 
“without the consent of the Inspector General of Banks’’. 
Lost, on division. 


Mr. Irvine, moved that the amendment be adopted with the underlined words 
omitted. 


Lost, on division. 


Amendment thereto proposed by Mr. Coote, on March 8th, last, viz:— 


That section seventy-five of Bill 18 be amended by adding thereto 
as subsection five the following:— 

“(5) The bank shall not either directly or indirectly engage in stock 
market transactions nor lend money or make advances from the funds of 
the bank to any director or officer of the bank, or to any other person, 
with or without security, which moneys are to the knowledge or informa- 
tion of any director or officer of the bank to be used in stock market 
transactions or speculations nor shal] the bank sell or hold shares or 
indirectly assist any person, firm, corporation or company to maintain, 
raise or lower the market price of any stock or to control the market price 
thereof,” considered and lost. 


Section 75 adopted. 


The Committee took recess at 1 p.m. 
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AFTERNOON SESSION 
The Committee reconvened at 4 p.m. 


The Chairman announced that during the recess the subcommittee had inter- 
viewed Mr. E. S. Woodward, of Vancouver, B.C., National Executive Secretary, 
The Free Economy League of Canada, and recommend that Mr. Woodward be 
heard as a witness. 


Mr. E. 8. Woodward was called, made a statement and was questioned 
thereon. 


Witness filed ,— 
Exhibit 45: Suggested sample of a Gesell Scientific Currency Note. (Printed 
as Appendix AE.) 


Witness discharged. 


On motion of Mr. Coote,— 
Resolved: That the payment of travelling expenses and expenses in Ottawa 
of Mr. Woodward be authorized. 


Adopted unanimously. 


On motion of Mr. Lawson,— 


Resolved: That in the absence of the Chairman, the honourable member 
for Stanstead (Mr. Hackett) be Vice-Chairman. 


Adopted. 


Consideration resumed of Bill 18, An Act respecting Banks and Banking. 
Section 76 considered. 


Amendment thereto, proposed by Mr. Howard, on March 13th, last, viz:— 


That section seventy-six of Bill 18 be amended by striking out sub- 
section (2) of the said section and substituting therefor the following:— 


“(2) The bank may, after the debt has accrued and become payable, 
sell such shares, but consent of the owner of the shares must be obtained 
before selling. And in case the bank and its debtor cannot agree the 
whole matter shall be submitted to the Governor of the Bank of Canada 
for his decision, which decision shall be binding on both parties,” con- 
sidered and lost. 


Further amendment thereto, proposed by Mr. Howard, on March 13th, 
ast, viz:— 

76 (3) That section seventy-six of Bill 18 be amended by striking 
out from subsection (3) of the said section the words “upon the sale 
being made” and substituting therefor the words “upon the decision of 
the Governor of the Bank of Canada being received,” considered and, 
by leave, withdrawn. 


Section 76 adopted. 


Section 77 considered. 


Amendment of Mr. Howard, proposed on March 13th, last, viz:— 


That subsection (1) of section seventy-seven of Bill 18 be amended 
by striking out all the words after the word “Act” in the tenth line down 
to and including the word “same” in the thirteenth line of the said sub- 
section, considered and lost, on division. Messieurs Howard and Robin- 
son ask that their dissent be recorded. 


Section 77 adopted. 
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Section 78 adopted. Mr. Coote intimated that at a later date he would 
consider the advisability of giving notice of motion for reconsideration of this 
section. 


Section 79 adopted. 
Section 90 adopted. 
Sections 92, 93 and 94 stand for further consideration. 


Section 95 adopted. 


The Chairman announced that he had taken a straw vote as to whether 
or not the Committee would agree to meet to-morrow, Friday, at 10.00 a.m. 
By a vote of 15 to 10 the Committee was in favour of sitting on the day and 
at the time indicated. 


The following were accepted as notices of motion of proposed amendments 
to Bill 18. 


Proposed by Mr. Rhodes,— 

64. That section sixty-four of Bill 18 be amended as follows: 

1. By substituting for subsection (6) the following:— 

(6) The circulation Fund shall bear interest at the rate of three 
per centum per annum. 

2. By inserting in subsection (8) after the words “Circulation Fund” in 
the fifth line of the said subsection, the words “and all interest due or accruing 
due thereon.” 

8. By renumbering the subsections following the proposed new subsection 
(6). 

Proposed by Mr. Rhodes,— 

66. That subsection (2) of section sixty-six of Bill 18 be amended by 


inserting after the word “payment” in the third line of the said subsection the 
words “and all interest due or accruing due to such bank thereon.” 


The Committee adjourned to meet on Friday, May 4th, next, at 10.00 am. 
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Houssr oF COMMONS, 
Fripay, May 4, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 


Mr. R. B. Hanson in the chair. 


Members present: Messieurs Beynon, Bothwell, Casgrain, Chaplin, Coote, 
Donnelly, Duff, Fraser (Cariboo), Gagnon, Geary, Hackett, Hanson (York- 
Sunbury), Hurtubise, Irvine, Jacobs, MacMillan (Saskatoon), McGibbon, 
McPhee, Michaud, Morand, Perley (Qu’Appelle), Power, Rhodes, Robinson, 
Smith (Cumberland), Smoke, Spencer, Stanley, Sullivan, Vallance, White (Mount 
Royal), Willis—32. 


The following were accepted as notices of motion of proposed amendments 
to Bill 18, An Act respecting Banks and Banking:— 


Proposed by Mr. Coote,— 


138. That section one hundred and thirty-eight of Bill 18 be amended by 
adding the following subsection thereto:— 


(5) The provisions of this section shall not apply to scrip issued by 
any municipality or school district. 


Proposed by Mr. Irvine,— 


138. That section one hundred and thirty-eight of Bill 18 be amended by 
the insertion therein of the following proviso:— 


Provided that this section shall not be construed to prohibit the 
issue and exchange of trading orders and merchandise certificates, not 
redeemable in cash, for use and exchange amongst its members by legally 
constituted co-operative trading organizations in any Province of Canada. 


Consideration resumed of Bill 18, An Act respecting Banks and Banking. 
Section 88 considered. 


Amendment thereto of Mr. Casgrain, proposed on March 13, last, viz.:— 
That subsection (7) of section eighty-eight of Bill 18 be amended 

by adding after the word “months” in the eleventh line thereof, the 
following words: “ And any claim by an unpaid vendor, of or in respect 
to such products, wares, goods and merchandises to the amount remain- 
ing unpaid” and by adding after the word “remuneration” in the 
thirteenth line thereof, the words “ and such claim of an unpaid vendor,” 


considered. 


There was full discussion. Mr. C. 8. Tompkins, Inspector General of Banks; 
Mr. Jackson Dodds, President, Canadian Bankers’ Association; Mr. Beaudry 
Leman, Past President, Canadian Bankers’ Association and Vice-President and 
General Manager, Banque Canadienne Nationale; and Mr. Henry Ross, Secre- 
tary, Canadian Bankers’ Association, were heard. 
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The amendment was declared lost. 


The names being called for, they were recorded as follows:— 

Yeas: Messieurs Casgrain, Coote, Hurtubise and Power—4. 

Nays: Messieurs Bothwell, Chaplin, Fraser (Cariboo), Gagnon, Hackett, 
Irvine, Perley (Qw’Appelle), Robinson, Smoke, Spencer, Stanley, Vallance, 
White (Mount Royal)—13. 


The amendment was again declared lost. 


Amendment proposed by Mr. MeGibbon, on March 13, last, viz.:— ; 

That subsection (7) of section eighty-eight of Bill 18 be amended 
by adding thereto the following as a proviso:— 

“Provided further that if a bank represents that a person, firm, 
company or corporation is solvent and entitled to credit for goods, wares 
and merchandise ordered, and such person, firm, company or corporation 
is, or within six months thereafter, becomes insolvent or files a petition 
in bankruptcy, and it is ascertained that the liabilities of such person, 
firm, company or corporation exceed the assets thereof by fifty per centum, 
the bank shall lose the right of a preferred creditor and one-half of any 
lien to which it may be entitled under the provisions of this Act,” 
considered and lost, on division. 


_ Amendment proposed by Mr, Perley (Qu’Appelle), on March 22, last, 
Wi —= 
88 (8) That subsection (8) of section eighty-eight of Bill 18 be 
amended by adding thereto the following words:— 
And for the purchase of binder twine upon the security of any of the 
crop with respect to which such binder twine is to be used. 


was, by leave, withdrawn and the following substituted therefor:— 

That subsection 8 and 9 of section 88 be amended to read as follows (new 
matter underlined), and that Schedules E, F, G, H and I to this Act become 
respectively F, G, H, I and J to this Act:— 

88 (8) The bank may lend money to the owner, tenant or occupier of 
land for the purchase of seed grain upon the security of any crop to be grown 
from such seed grain, and for the purchase of binder twine upon the security of 
the crop grown by the borrower and which is about to be harvested. 

(9) The security taken under subsection (8) of this section for money lent 
for the purchase of seed grain or for money lent for the purchase of binder 
twine, may be taken in the relevant and appropriate form set forth in Schedule 
D, or Schedule E, as the case may be, to this Act or in a form to the like effect. 


Copy of new Schedule E is as follows:— 


SCHEDULE E 
(Section 88 (9) ). 
In; consideration) ofaan aGvance ole. the dollars made 
by; the, scrusjeve se fee eee ee Bank to A.B., for which the said bank 


holds the following bills or notes: (describe the bills or notes, if any) (or, 
in consideration of the discounting of the following bills or notes by the 
ogo EC Ta ag Bank for A.B.: (describe the bills or notes) ) and 
inasmuch as the said advance (or the said discounting, as the case may be) 
was made on the representation that binder twine would be purchased with the 
advance (or the proceeds of the discounting, as the case may be) and would be 
used in the harvesting of the crop grown by the borrower, such crop and grain 
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threshed therefrom are hereby assigned to the said Bank as security for the 


payment, “on or! before the 20ii). fi). 00. wove: Adaya 1eob.od? bis..... : 
of the said advance, together with interest at the rate of ........ per centum 
pen anu trom the’)? B92. Jove). day: of82 a IANO0RT) an (or, of the 


said bills or notes, or renewals thereof, or substitutions therefor, and interest 
thereon, as the case may be). 
This security is given under the provisions of subsection eight of section 
eighty-eight of the Bank Act and is subject to the provisions of the said Act. 
CUP se es te ue WOME OG 


Amendment adopted. 


Subsection (10) of section eighty-eight amended by inserting after the words 
“seed grain” where they occur in the third and eighth lines of the said subsection 
the words “or binder twine.” 


Mr. Fraser (Cariboo) proposed that subsection (19) of section eighty-eight 
be amended by making it possible that the notice of intention provided for by 
this section shall be registered not in the office of the Assistant Receiver but at 
some appointed County Office. 


It was agreed that the subcommittee should consider the advisibility of 
amending those subsections of section eighty-eight which deal with the registra- 
tion and cancellation of the notice of intention. The matter of the subrogation 
of the rights of a guarantor to be considered at the same time. 


Subsections 17, 18, 19, 20, 21, 25, 27 and 28 of section eighty-eight stand 
for further consideration; otherwise the section is adopted, as amended. 


Section 89 considered. 


Amendment proposed by Mr. Casgrain, on March 13th, last, viz:— 


That subsection (2) of section eighty-nine of Bill 18 be amended by 
striking out all the words commencing with the word “ who” in the ninth 
line thereof, down to the end of this subsection and substituting therefor 
the words “of or in respect to such products, goods, wares and mer- 
chandises to the amount remaining unpaid,” considered and lost. 


Section 89 adopted. 
Section 90 adopted. 


Section 91 considered. 


Amendment proposed by Mr. Beynon, on March 13th, last, viz:— 


That subsection (1) of section ninety-one of Bill 18 be amended by 
striking out all the words after the word “and” where it occurs in the fifth 
line of the said subsection and substituting therefor the following:— 


Should the bank stipulate for, charge, take, reserve, or exact, any 
rate of interest exceeding seven per centum per annum, or should the 
bank charge, take, reserve, or exact, by way of discount any higher rate 
than seven per centum per annum, upon any money loaned by the bank 
or upon any debt owing to the bank, then and in every such case, the 
bank shall be forever barred from recovering the amount so loaned or the 
debts so owing and in respect of which, such rate, more than seven per 
centum per annum, has been charged, taken, reserved, or exacted, whether 
by way of interest or discount. The bank shall likewise be forever barred 
from recovering from the borrower, or debtor, as the case may be, any 
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interest when the rate charged exceeds seven per centum per annum, 
and the debtor may recover from the bank by action in any court of 
competent jurisdiction any sum charged, taken, reserved, or exacted by 
way of discount when the rate thereof exceeds seven per centum per 
annum. Should anyone claiming through or under any bank, recover 
any sum, either as principal or interest, which by reason of the provisions 
of this subsection the bank itself could not have recovered, the bank shall 
forthwith indemnify and reimburse the debtor from whom such sum was 
recovered, the full amount so recovered from him, whether as principal, 
interest, or costs, charged, or expenses, and the debtor may recover the 
same from the bank by action in any court of competent jurisdiction 
together with the costs of such action,” considered. 


The amendment was declared lost. 
The names being called for they were taken down as follows: Yeas: 


Messieurs Beynon, Coote, Irvine, Power and Spencer—5. Nays: Messieurs 
Fraser (Cariboo), Hackett, Rhodes, Robinson, Stanley, Sullivan, White (Mount 
Royal) —7. 


The amendment was again declared lost, on division. 
Section 91 adopted. 


The Committee adjourned to meet on Tuesday, May 8, next, at 10 a.m. 
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Houser or Commons, 
Tusspay, May 8, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 


The Vice-Chairman, Mr. Hackett, in the Chair. 


The Right Honourable the Prime Minister (Mr. Bennett) represented the 
Government in the regrettable absence of the Honourable the Minister of 
Finance (Mr. Rhodes). 


Members present: Messieurs Arthurs, Beynon, Bothwell, Bowman, Chaplin, 
Coote, Donnelly, Dorion, Ernst, Euler, Fraser (Cariboo), Gagnon, Geary, 
Hackett, Hanson (York-Sunbury), Hurtubise, Irvine, Jacobs, Lawson, Mackenzie 
(Vancouver Centre), MacMillan (Saskatoon), McGibbon, McPhee, Mercier 
(St. Henri), Michaud, Morand, Perley (Qu’Appelle), Ralston, Raymond, 
Robinson, Sanderson, Smith (Cumberland), Smoke, Spencer, Stanley, Sullivan, 
White (Mount Royal), Willis—39. 


Mr. Jackson Dodds, President, Canadian Bankers’ Association, recalled. 
Witness filed:— 


Exhibit 46: Return to an Order of the Committee on motion of Mr. Morand, 
dated April 24, 1934. (For text of order and return thereto, see Minutes of 
Evidence.) 


The Committee resumed consideration of Bill 18, An Act respecting Banks 
and Banking. 


By unanimous consent, section 91 reconsidered, on motion of Mr. Spencer. 
Subsections (1), (2) and (3) adopted. 

Subsection (4) adopted, on division. 

Section 91 adopted, on division. 

Sections 92, 93 and 94 adopted. 


By unanimous consent, section 95 reconsidered, on motion by Mr. Bennett, 
on behalf of Mr. Rhodes. 


Proposed, on behalf of Mr. Rhodes: “That paragraph (b) of subsection 
(1) of section 95 be struck out and the following substituted therefor: ‘(b) from 
time to time pay any or all of the principal thereof, and any or all of the 
interest thereon, to or to the order of such person, unless before such payment 
the money so deposited in the bank is lawfully claimed as the property of some 
other person ’.” 


Amendment adopted. 
Section 95, as amended, adopted. 
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Section 96 considered. 


Amendment thereto proposed by Mr. Lawson, on April 24th, last, viz: 


“That subsections (2) and (3) of section ninety-six of Bill 18 be repealed 
and the following be substituted therefor, the new portions being in italic: — 

“(2) If any deposit made under the authority of this Act is subject to a trust 
of which the bank has notice, the receipt or cheque of the person in whose name 
any such deposit stands, or, if it stands in the names of two or more than two 
persons, the receipt or cheque of all such persons shall, notwithstanding any trust 
to which such deposit is then subject, be a sufficient discharge to all concerned 
for the payment of any money payable in respect of such deposit, and the bank 
shall not be bound to see to the application of any money paid upon such receipt 
or cheque. 

(3) Except only in the case of a lawful claim by some other person before 
repayment, the receipt or cheque of the person in whose name any deposit stands, 
or, if it stands in the name of two persons, the receipt or cheque of one, or if it 
stands in the names of more than two persons the receipt or cheque of a majority 
of such persons, shall be a sufficient discharge to all concerned for the payment 
of any money payable in respect of such deposit,” considered and adopted. 


Section 96, as amended, adopted. 
Sections 99, 100, 101, 102, 103, 104, 105, 106, 107, 108, 109, 110, 111 adopted. 


Section 112 considered. 


Amendment thereto, proposed by Mr. Rhodes, on March 13, viz: 

“That subsection (1) of section one hundred and twelve of Bill 18 be 
amended by deleting the said subsection and substituting therefor the fol- 
lowing :— 

“(1) The bank shall, within the first twenty-eight days of each month, 
transmit or deliver to the Minister a return in the form set forth in Schedule G 
to this Act: Provided, however. that the Governor in Council shall have power 
from time to time to make such amendments and additions to the said schedule 
as he may deem expedient,” considered and adopted. 


Section 112, as amended, adopted. 


Section 114 considered. 


Subsections (1) to (7) inclusive, adopted. 


Amendment proposed by Mr. Irvine, on March 8, last, viz: 


“That the following be inserted immediately after subsection seven (i) of 
section one hundred and fourteen of Bill 18:— 


“(7) (7) Within sixty days after the close of each calendar year, the bank 
shall pay over to the Minister seventy-five per centum, with accumulated interest 
of the amount of all dividends which have remained unpaid for more than five 
years, and of the amount of all certified cheques, drafts or bills of exchange 
issued by the bank to any person and remaining unpaid for more than five years, 
and of all amounts or balances in respect of which no transactions have taken 
place or upon which no interest has been paid during the preceding five years, 
which amounts and balances are shown in the annual returns of unpaid dividends 
and balances required to be transmitted to the Minister by the bank under the 
provisions of the preceding subsections of this section. 


(ii) Such moneys and all interest thereon shall, notwithstanding any statute 
of limitations or other Act relating to prescription, be held by the Minister 
subject to all rightful claims on behalf of any person other than the bank. 
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(111) If a claim to any moneys so paid is thereafter established to the satis- 
faction of the Minister he may direct payment thereof to be made to the person 
entitled thereto together with interest on the principal sum thereof, at the rate 
of three per centum per annum for a period not exceeding six years from the 
date of payment thereof to the Minister as aforesaid; provided that no such 
interest shall be paid or payable on such principal sum unless interest thereon 
was payable by the bank paying the same to the Minister. 


(iv) Upon payment to the Minister as herein provided, the bank and its 
assets shall be held to be discharged from further liability for the amounts so 
paid,” considered and lost, on division. 


Subsection (8) adopted. 


Amendment proposed by Mr. Irvine on March 8th, last, viz: 


“That section one hundred and fourteen of Bill 18 be amended by adding 
thereto as subsection (8a) the following:— 


“(8a) The bank shall, within thirty days after the close of each calendar 
year, transmit or deliver to the Minister a return shewing the names and addresses 
of the directors of the bank and the banks, firms and companies of which they 
are directors or partners,” considered and adopted. 


Subsection (9) considered. 
Subparagraphs (a), (b) and (c) adopted. 


Mr. Irvine’s amendment to become subparagraph (d), viz: 


“(d) The names and addresses of the directors of the bank and the banks, 
firms and companies of which they are directors or partners.” 


Amendment proposed by Mr. Rhodes, on April 26th, last, viz: 


“That section one hundred and fourteen of Bill 18 be amended by adding 
thereto the following as subsection (10): 


(10) The bank shall once in each year transmit or deliver to the Minister 
a return of all loans made by the bank within Canada outstanding at a date to 
be specified by the Treasury Board, classified according to industries and busi- 
nesses, and the Treasury Board may make such regulations as may be deemed 
necessary to give effect to the provisions of this subsection,” considered and 
adopted. 


On motion of Mr. Ralston:— 


Resolved: That subsection (10) as thus amended be further amended by 
inserting therein after the words “return of ” in the second line the words “ the 
aggregate amount of.” 


Adopted. 
Subsection, as thus further amended, adopted. 


Section 114, as amended, ‘adopted. 


Section 117 considered. 


On motion of Mr. Coote:— 


__ Resolved: That subsection (1) of section one ieee and seventeen of 
Bill 18 be amended by striking out the words “The Association” where they 
oceur therein and substituting therefor eos words “ The Bank of Canada.” 


Lost. 
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On motion of Mr. Coote:— 


Resolved: That subsection (1) of section one hundred and seventeen of 
Bill 18 be amended by striking out the words “The Association’ where they 
occur therein and substituting therefor the words “ The Minister ”. 


Adopted. 


On motion of Mr. Ralston:— 


Resolved: That subsection (1) of section one hundred and seventeen, as 
thus amended, be further amended by inserting after the word “ appoint ” in the 


“os 


third line of the said subsection the words “in writing ”. 
Adopted. 


On motion of Mr. Coote:— 


Resolved: That subsection (2) of section one hundred and seventeen of 
Bill 18 be amended by striking out the words ‘‘ The Association’ where they 
occur in the said subsection and substituting therefor the words ‘‘ The Minister ”, 


Adopted. 


On motion of Mr. Ernst:— 


Resolved: That section one hundred and eighteen of Bill 18 be struck out 
and that subsection (2) of section one hundred and seventeen, as amended, 
become section one hundred and eighteen. 


Adopted. 
Sections 117 and 118, as amended, adopted. 


Sections 119, 120, 121, 122 and 123 adopted. 


Section 124 considered. 


On motion of Mr. Ernst:— 


Resolved: That subsection (1) of section one hundred and twenty-four of 
Bill 18 be amended by striking out paragraph (a). 


‘Adopted. 


On motion of Mr. Coote:— 


Resolved: That subsection (1) of section one hundred and twenty-four of 
Bill 18 be further amended by inserting in paragraph (f) after the word 
“yenalties ” the words “ not exceeding the sum of one thousand dollars ”. 


Adopted. 
Section 124, as amended, adopted. 


Section 136 stands for further consideration. 


Mr. R. B. Hanson, Chairman, now resumes the Chair. 


Section 137 adopted. 


Section 138 considered. 


Amendment thereto proposed by Mr. Coote, on March 15th, last, viz: 
“That Bill 18 be amended by deleting section one hundred and thirty-eight 
therefrom ” considered and lost, on division. 


Subsections (1) and (2) adopted. 
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Mr. Spencer gave the following notice of motion, which, by leave, was con- 
sidered forthwith: ‘‘ That section one hundred and thirty-eight of Bill 18 be 
amended by striking out subsection (3).’’ It was declared lost. 


The names being called for they were taken down as follows:— 
Yeas: Messieurs Coote, Irvine, Ralston, Spencer and Stanley—5. 


Nays: Messieurs Arthurs, Bothwell, Chaplin, Ernst, Fraser (Cariboo), 
Gagnon, Hackett, Hurtubise, Robinson, Smoke, White (Mount Royal)—11. 


The amendment was again declared passed in the negative. 


Subsection (3) adopted, on division. 


Mr. Spencer gave the following notice of motion which, by unanimous 
consent, was considered forthwith: ‘ That section one hundred and thirty-eight 
of Bill 18 be amended by striking out subsection (4). 


Lost, on division. 


Subsection (4) adopted, on division. 


Amendment to section 138, proposed by Mr. Coote, on May 4th, last, viz: — 


“That section one hundred and thirty-eight of Bill 18 be amended by 
adding the following subsection thereto: — 


(5) The provisions of this section shall not apply to scrip issued by any 
municipality or school district,” considered and declared lost. 


The names being called for they were taken down as follows:— 
Yeas: Messieurs Coote, Irvine and Spencer—3. 


Nays: Messieurs Arthurs, Bowman, Chaplin, Donnelly, Fraser (Cariboo), 
Hackett, Lawson, McGibbon, Robinson, White (Mount Royal)—10. 


The motion was again declared passed in the negative. 


The Committee took recess at 1 p.m. 


AFTERNOON SESSION 


The Committee reconvened at 4.30 p.m. 


Consideration resumed of section 138. 


Amendment proposed by Mr. Irvine, on May 4th, last, viz:— 


“That section one hundred and thirty-eight of Bill 18 be amended by 
the insertion therein of the following proviso:— 

Provided that this section shall not be construed to prohibit the issue and 
exchange of trading orders and merchandise certificates, not redeemable in 
cash, for use and exchange amongst its members by legally constituted co- 
operative trading organizations in any Province of Canada,” considered and 
declared lost, on division. 


Section 138 adopted, on division. 
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Section 151 considered. 


On motion of Mr. Ernst:— 

Resolved: That section one hundred and fifty-one of Bill 18 be amended in 
the following manner:— 

1. By deleting paragraph (f) and the words “such bank shall incur a 

penalty not exceeding five hundred dollars”. 

2. By deleting the word “or” where it occurs in line thirty-seven and sub- 
stituting the word “or” after the word “dollars” in line thirty-two. 

3. By inserting after the word “dollars” in line thirty-seven the words “such 
bank shall incur a penalty not exceeding five hundred dollars”. 


Adopted. 


On motion of Mr. Jacobs:— 

Resolved: That the following be inserted as subsection (2) of section one 
hundred and fifty-one of Bill 18:— 

“(2). If any bank, except as authorized by this Act, either directly or 
indirectly, lends money or makes advances in excess of five per centum of its 
paid-up capital to a director of the bank or to any company or corporation in 
which the president, general manager or a director of the bank is a partner or 
shareholder, as the case may be, without the approval of two-thirds of the 
directors present at a general meeting, or a meeting specially called for the pur- 
pose, of the Board, such bank shall incur a penalty not exceeding five thousand 
dollars.” 


Adopted. 
Section 151, as amended, adopted. 


It was agreed, on motion of Mr. Ralston, that section 75 should be recon- 
sidered at the next meeting of the committee. In the meantime, the departmental 
officials will prepare a draft of the appropriate penalties to be inserted into that. 
section. 


. ae following was accepted as a notice of motion, filed on behalf of Mr. 
Rhodes:— 

75(2) (g). “That subsection (2) of section seventy-five of Bill 18 be amended 
by inserting therein the following as paragraph (g): 

“(g) Permit the name of the bank to appear, except as a banker for recelv- 
ing applications, upon any prospectus or advertisement, unless such prospectus 
or advertisement is issued by or on behalf of the Government of Canada or of 
any province thereof, or of any city or municipality, or of any railway, express, 
telegraph or telephone company the rates of which are fixed or the tariff of the 
tolls of which are approved by the Board of Railway Commissioners for Canada, 
or unless the securities to be issued pursuant to the prospectus or advertisement. 
are guaranteed by the Government of Canada or any province thereof.” 


Section 160 considered. 


Amendment thereto, proposed by Mr. Rhodes on April 26th, last, viz: 


“That section. one hundred and sixty of Bill 18 be amended by adding 
thereto the following as subsection (2) :— 


(2). Every bank which neglects to transmit or deliver to the Minister, within 
the time prescribed by regulations of the Treasury Board, a certified return show- 
ing all loans made by the bank within Canada at a date to be specified by the 
Treasury Board, classified according to industries and businesses, shall incur a 
penalty of fifty dollars for each and every day during which such neglect con- 
tinues,” considered and adopted. 
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On motion of Mr. Ralston:— 

Resolved: That subsection (2) of section one hundred and sixty as thus 
amended be further amended by inserting after the word “showing” in the third 
line thereof the words “the aggregate amount of”. 


Adopted. 


The following was accepted as a notice of motion, filed on behalf of Mr. 
Rhodes:— 

160(3). That section one hundred and sixty of Bill 18 be amended by adding 
thereto the following as subsection (3) :— 

“(3) Every bank which neglects to transmit or deliver within thirty days 
after the annual general meeting a return showing the name and address 
of each director elected thereat, together with a list of the banks, firms 


and companies of which he is a director or partner, or which neglects to 


transmit or deliver within thirty days after the selection of a person to fill a 
vacancy in the membership of the board of directors or in the office of president 
or vice-president, a similar return respecting such person, shall incur a penalty 
of fifty dollars for each and every day during which such neglect continues.” 


Section 160 to be further considered. 


Section 166 considered. 


The following was accepted as a notice of motion, proposed by Mr. Willis:— 


166. That subsection (1) of section one hundred and sixty-six of Bill 18 
be deleted and the following substituted therefor :— 


“166. (1) Every person using the word ‘bank’, ‘banker’, or ‘banking’, or the 
words ‘investment banker’, ‘savings bank’, banking company’, ‘banking house’, 
‘banking association’, or ‘banking institution’, either alone or in combination with 
other words, or any word or words of import equivalent to any of the foregoing 
in any foreign language, in a sign or in an advertisement or to describe his 
business or any part of his business, without being authorized so to do by this 
Act, or by some other Act of the Parliament of Canada, is guilty of an offence 
against this Act.” 


Section 166 stands for further consideration and to permit the Committee to 
hear representations by the Canadian Investment Bankers’ Association in con- 
nection with this proposed amendment. 


Mr. Irvine, by leave, withdrew the amendment proposed by him, on 
Maren d3th, last, viz:— 


“That Schedule G, a return prescribed to be transmitted to the Minister 
by the bank under the provisions of section one hundred and twelve of Bill 18, 
be amended by adding to the said Schedule, the following item, under the 
heading “ assets ”’. 

“29a. Aggregate amount of loans to companies or corporations of which 
one or more directors are on the Board.” 


The following was accepted as a notice of motion proposed on behalf of 
Mr. Rhodes:— 

113 (2). That section one hundred and thirteen of Bill 18 be reconsidered 
and be amended by striking out subsection (2) and substituting therefor the 
following :— 

“(2). The bank shall within thirty days after the annual general meeting 
transmit or deliver to the Minister a return showing the name and address of 
each director elected thereat together with a list of the banks, firms and com- 
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panies of which he is a director or partner, and the names of the president and 
vice-presidents; and should any vacancy occur in the membership of the board 
of directors or in the office of president or vice-president, the bank shall forth- 
with notify the Minister of the name and address of the person by whom the 
vacancy has been filled together with a list of the banks, firms and companies 
of which he is a director or partner.” 


Schedules A and B adopted. 
Schedule C adopted, on division. 
Schedule D adopted. 


Schedule E, as proposed by Mr. Perley, on May 4th, last adopted. 


SCHEDULE E 
“(Section 88 (9).) 
Inconsideration ol an ‘advance ole 2. 6 6 ee dollars made 
By these ee Bank to A.B., for which the said bank 


holds the following bills or notes: (describe the bills or notes, if any) (or, 
in consideration of the discounting of the following bills or notes by the 
co Rc na a Bank for A.B.: (describe the bills or notes) ) and 
inasmuch as the said advance (or the said discounting, as the case may be) 
was made on the representation that binder twine would be purchased with the 
advance (or the proceeds of the discounting, as the case may be) and would be 
used in the harvesting of the crop grown by the borrower, such crop and grain 
threshed therefrom are hereby assigned to the said Bank as security for the 


payment! Sonor? betore the. $2559. eae ee day ‘of. So S20 eee. ae eee : 
of the said advance, together with interest at the rate of........ per centum 
per annumirom these) Ba ee day offs 53, eae eee (or, of the 


said bills or notes, or renewals thereof, or substitutions therefor, and interest 
thereon, as the case may be). 


This security 1s given under the provisions of subsection eight of section 
eighty-eight of the Bank Act and is subject to the provisions of the said Act. 


Dated ati act aie te ee 
Consideration of Bill 18 to be resumed at next meeting of the Committee. 


The Committee adjourned to meet on Tuesday, May 15, at 10 a.m. 
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House or Commons, 
Turspay, May 15, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 


Mr. Hackett, Vice-Chairman, in the Chair. 


The Right Honourable the Prime Minister (Mr. Bennett) represented the 
Government vice the Honourable the Minister of Finance (Mr. Rhodes). 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), Geary, 
Hackett, Harris, Howard, Hurtubise, Irvine, Jacobs, Lawson, McGibbon, 
McPhee, Michaud, Morand, Perley (Qu’Appelle), Power, Ralston, Raymond, 
Robinson, Sanderson, Smith (Cumberland), Smoke, Spencer, Stanley, Vallance, 
White (Mount Royal), Willis—38. ; 


Consideration resumed of Bill 18, An Act respecting Banks and Banking. 


On motion of Mr. Bennett, for Mr. Rhodes:— 
Resolved: That paragraph (e) of section two of Bill 18 be amended by 


striking out the words “by The Canadian Bankers’ Association” where they 
occur in the said paragraph. 


Adopted. 


Section 2, as thus amended, adopted. 


Section 29 considered. 


The following amendment thereto, proposed by Mr. Morand, was accepted 
as a notice of motion and, by leave, considered forthwith: That section twenty- 
nine of Bill 18 be amended by inserting the following as subsection (2a) :— 

(a) The Directors of the Bank shall file with the Minister, with the 
Bank’s Annual Statement, a classification of its bank employees, such 
classification to be agreed upon with the Minister. 

(6) The salaries, maximum, minimum and average, of each classi- 
fication, and the number employed under each classification. 

(c) The maximum, minimum and average age of employees in each 
classification. 

(d) All additional compensations and pensions to employees, under 
each classification. 

(€) The restrictions upon marriage of employees. 

(f) Percentage of employees’ salaries contributed to Pension Fund, 
and any additions made to such Fund by the Bank. 

(g) The age at which Superannuation becomes effective. 


That section twenty-nine of Bill 18 be further amended by inserting the 
following as subsection (2b) :— 


(2b) The Directors of the Bank shall file annually with the Minister 
the name, address, age and salary of each employee of the bank. 
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By leave of the Committee, Mr. 8. H. Logan, Vice-President, The Canadian 
Bankers’ Association, was heard. 


After discussing the proposed amendment, it was agreed that Mr. Morand 
should be permitted to withdraw the proposed amendment and submit a re-draft 
thereof for consideration at the next sitting of the Committee. 


Consideration of amendment to section 29, proposed by Mr. Irvine, on 
April 24th, last, viz:— 
That subsection (2) of section twenty-nine of Bill 18 be amended 
by adding thereto the following words:— 
Such officers, clerks and servants may have the right to organize for 
the purpose of protecting their interests in regard to such matters as 
wages, salaries, hours of labour and general working conditions. 


Motion to amend lost. 


The names being called for, they were taken down as follows: Yeas: 
Messieurs Coote, Dorion, Irvine, Power, and Spencer, 5; Nays: Messieurs 
Arthurs, Bothwell, Chaplin, Duff, Ernst, Fraser (Cariboo), McGibbon, Michaud, 
Raymond, Robinson, Smith (Cumberland), Smoke, Stanley, White (Mount 
Royal), 14. 


The amendment was again declared as passed in the negative. 


On motion of Mr. Bowman, and by leave, section 20 was reconsidered. 


The Right Honourable the Prime Minister made a statement with refer- 
ence to bank directorates. Discussion followed. 


Section 55 further considered. 


Consideration of amendment thereto, proposed by Mr. Duff, on May 3rd, 
last, viz:— 

A person appointed under this section to audit the affairs of a bank 
shall not during the term for which such person is appointed accept any 
retainer or undertake any employment on behalf of such bank other 
than that of auditor hereunder; provided nothing herein contained shall 
prevent such person from being retained or employed to inquire into or 
deal with any situation arising out of or connected with the financial 
position or affairs of any borrower from or customer of the bank*or from 
performing such other services with respect to such borrower or customer 
as the directors of the bank, in any of the foregoing circumstances, may 
by resolution declare to be necessary or expedient for the protection or 
benefit of the bank; and failure to comply with the provisions of this sub- 
section shall be an offence against this Act. 


Amendment adopted. 
Section 55, as thus amended, adopted. 


Section 59 further considered. 


On motion of Mr. Bennett, on behalf of Mr. Rhodes, 


Resolved: That section 59 of Bill 18, as amended on May 8th, last, viz: 
“by striking out the words ‘ always be equal to’ in the fifth line of subsection 
(4) of the said section and by substituting therefor the words ‘ subject to the- 
provisions of the Bank of Canada Act, be not less than’,’ be adopted. 


Section 59, as amended, adopted. 
Carried. 
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Section 64 further considered. 
Consideration of amendments thereto, proposed by Mr. Rhodes on May 3rd, 
last, viz:— 
That section sixty-four of Bill 18 be amended as follows:— 
1. By substituting for subsection (6) the following:— 
(6) The circulation Fund shall bear interest at the rate of three 
per centum per annum. 
2. By inserting in subsection (8) after the words “ Circulation Fund” in 


the fifth line of the said subsection, the words ‘“ and all interest due or accruing 
due thereon.” 


3. By renumbering the subsections following the proposed new subsection 
(6). 
On motion of Mr. Bennett, for Mr. Rhodes:— 


Resolved: That the above amendment be amended to read:— 


1. By adding at the end of the present subsection (6) the words: ‘“‘ Such 
Fund shall bear interest at the rate of three per centum per annum ”; 


2. By deleting paragraph 3 of the amendment proposed on May 3rd, since 
renumbering of the subsections is not now necessary. 


Adopted. 


Paragraph 2 of the amendment to section 59, as proposed on May 8, last, 
adopted. i 


Section 64, as amended, adopted, on division. 


Section 66 further considered. 


Consideration of amendment thereto, proposed by Mr. Rhodes, on May 3rd, 

last, viz:— 

That subsection (2) of section sixty-six of Bill 18 be amended by 
inserting after the word “ payment.” in the third line of the said sub- 
section the words “and all interest due or accruing due to such bank 
thereon.” 


Amendment adopted. 


Section 66, as amended, adopted. 


Section 75 further considered. 


Consideration of amendment thereto, proposed on behalf of Mr. Rhodes, 
on May 8th, last, viz:— 

That subsection (2) of section seventy-five of Bill 18 be amended 
by inserting therein the following as paragraph (g) :-— 

(g) Permit the name of the bank to appear, except as a banker for 
receiving applications, upon any prospectus or advertisement, unless 
such prospectus or advertisement is issued by or on behalf of the Gov- 
ernment of Canada or of any province thereof, or of any city or muni- 
cipality, or of any railway, express, telegraph or telephone company the 
rates of which are fixed or the tariff of the tolls of which are approved 
by the Board of Railway Commissioners for Canada, or unless the securities 
to be issued pursuant to the prospectus or advertisement are guaranteed 
by the Government of Canada or any province thereof. 


Amendment adopted 
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On motion of Mr. Bennett, on behalf of Mr. Rhodes:— 

Resolved: That section 75 of Bill 18 be further amended by striking out 
the words “agent or manager” in the first line of subsection (4) of the said 
section and substituting therefor the words “ manager or other officer.” 

Adopted. 


Section 75, as amended, adopted. 


It was agreed, at the last sitting of the Committee, that appropriate penalties 
for the breach of the provisions of subsections (3) and (4) of section 75 should 
be drafted. These penalties are inserted in the new section one hundred and 
fifty-one, to be considered later to-day. 


Section 88 further considered. 


The following amendment thereto proposed by Mr. White (Mount Royal), 
for Mr. Hackett, was received as a notice of motion and, by leave, considered 
forthwith :— 

That the following be inserted as subsection (29) of section 88 of 
Bill 18:— 

“29. Any person, desiring to ascertain whether a notice of inten- 
tion or certificate of release has been registered by any other person 
pursuant to this section, may make enquiry by sending a prepaid tele- 
gram addressed to the Assistant Receiver, and it shall be the duty of 
the Assistant Receiver, without payment of any fee prescribed in the 
next preceding subsection, to make the necessary inspection of the regis- 
tration book and of the relative documents, if any, and to make answer 
to the enquiry of the sender by a telegraphic message at the expense 
of the sender, and stating therein the name of the bank mentioned in the 
notice of intention.” 


On motion of Mr. Ralston:— 


Resolved: That the proposed amendment be amended by inserting after 
the words “prepaid telegram” the words ‘for other written communication.” 


Carried. 
Amendment, as thus amended, adopted. 


On motion of Mr. Bennett, for Mr. Rhodes: — 


Resolved: That subsection (19) of section eighty-eight of Bill 18 be 
amended by deleting the words ‘on and” in the fourth line of the said sub- 
section. 


Carried. 
Section 88, as amended, adopted. 


Section 166 further considered. 


Consideration of amendment thereto, proposed by Mr. Willis, on May 8th, 
last, viz: 


That subsection (1) of section one hundred and sixty-six of Bill 18 
be deleted and the following substituted therefor:— 


“166. (1) Every person using the word ‘bank’, ‘banker’, or ‘banking’, 
or the words ‘investment banker’, ‘savings bank’, ‘banking company’, 
‘banking house’, ‘banking association’, or ‘banking institution’, either 
alone or in combination with other words, or any word or words of import 
equivalent to any of the foregoing in any foreign language, in a sign or 
in an advertisement or to describe his business or any part of his business, 
without being authorized so to do by this Act, or by some other Act of 
the Parliament of Canada, is guilty of an offence against this Act.” 


joo 
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Mr. Ward C. Pitfield, Montreal, Quebec, President, The Canadian Invest- 
ment Bankers’ Association, was called, made a statement and was examined 
thereon. 


On motion of Mr. Coote:— 


Ordered: That the witness prepare for and file with the Committee a list 
of the members of The Canadian Investment Bankers’ Association. 


During the examination of the witness, by Mr. Coote, Mr. Ernst raised a 
point of order: It is not competent, in the examination of this witness, to go 
beyond the scope of the proposed amendment to section 166 and elicit from the 
witness details of investment banking operations. 


The Vice-Chairman ruled that the point of order was well taken. 
Mr. Coote appealed from the ruling of the Chair. 


On a recorded vote, 9 to 6, this ruling of the Chair was not sustained. 
Yeas: Messieurs Baker, Ernst, Fraser (Cariboo), Smoke, Stanley, White (Mount 
Royal), 6; Nays: Messieurs Bothwell, Chaplin, Coote, Howard, Irvine, Power, 
Robinson, Sanderson, Spencer, 9. 


The Committee took recess at 1 p.m. 


AFTERNOON SESSION 
The Committee re-convened at 4.30 p.m. 


Examination continued of Mr. Ward C. Pitfield. 
Witness discharged. 


Consideration resumed of the proposed amendment to section 166. 


On motion of Mr. Geary:— 

Resolved: That the amendment be amended by deleting therefrom the 
words: “or the words ‘investment banker’, ‘savings bank’, ‘banking company’, 
‘banking house’, ‘banking association’, or ‘banking institution’, either alone or 
in combination with other words”. 


After it was suggested by the Right Honourable the Prime Minister that 
progress might be expedited if the amendment of this section were to remain in 
abeyance until the section is considered by the Committee of the Whole, the 
amendments of Mr. Geary and Mr. Willis, were, by leave, withdrawn. 


Section 166 adopted. 


Section 113 further considered. 


Consideration of amendment thereto proposed on behalf of Mr. Rhodes, 
on May 8th last, viz:— 


113 (2). That section one hundred and thirteen of Bill 18 be recon- 
sidered and be amended by striking out subsection (2) and substituting 
therefor the following:— 

“(2). The bank shall within thirty days after the annual general 
meeting transmit or deliver to the Minister a return showing the name 
and address of each director elected thereat together with a list of the 
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banks, firms and companies of which he is a director or partner, and the 
names of the president and vice-presidents; and should any vacancy 
occur in the membership of the board of directors or in the office of presi- 
dent or vice-president, the bank shall forthwith notify the Minister of 
the name and address of the person by whom the vacancy has been filled 
together with a list of the banks, firms and companies of which he 1s a 
director or partner.” 


On motion of Mr. Bennett, for Mr. Rhodes:— 


Resolved: That this proposed amendment be amended by deleting the 
word “and” after the word “firms” in the third line of the proposed amendment 
and inserting the words “and corporations” after the word “companies” in the 
fourth line thereof and by deleting the word “and” after the word “firms” in the 
eighth line of the said proposed amendment and inserting after the word 
“companies” in the same line the words “and corporations”. 


Amendment, as thus amended, adopted. 


Section 113, as amended, adopted. 


On motion of Mr. Coote, section 114, was, by leave, reconsidered. 


Amendment to section one hundred and fourteen, proposed by Mr. Irvine 
on March 8th, last, and adopted on May 8th, last, being now unnecessary, in 
view of the above amendment to section 113, was, by leave, withdrawn. 


The following amendment to section 114, proposed by Mr. Coote, was 
accepted as a notice of motion and, by leave, considered forthwith:— 


That the following be inserted as subsection (11) of section one 
hundred and fourteen of Bill 18:— 


(11) The bank shall once in each year transmit or deliver to the 
Minister a return of all deposits held by the bank in Canada at a date 
to be specified by the Treasury Board, classified according to amount 
and showing whether such deposits are payable on demand or after 
notice. The return shall also show the number and aggregate amount 
of deposits in each of the following classes: — 


1. Deposits under $1,000. 

2. Deposits over $1,000 to $5,000. 

3. Deposits over $5,000 to $25,000. 
4. Deposits over $25,000 to $100,000. 
5. Deposits in excess of $100,000. 


Amendment adopted. 
Section 114, as thus amended, adopted. 


Section 151 considered. 


The following amendment thereto, proposed on behalf of Mr. Rhodes, was, 
by leave, considered forthwith:— 
That section one hundred and fifty-one of Bill No. 18 be struck out 
and the following substituted therefor:— 
151. (1) If any bank, except as authorized by this Act, either 
directly or indirectly, — 
(a) deals in the buying or selling or bartering of goods, wares 
and merchandise, or engages or is engaged in any trade or business 
whatsoever; 
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(b) purchases, deals in, or lends money or makes advances upon 
the security or pledge of any share of its own capital stock, or of the 
capital stock of any bank or of the Bank of Canada; 

(c) lends money or makes advances upon the security, mortgage 
or hypothecation of any lands, tenements or immovable property, or 
of any ships or other vessels or upon the security of any goods, wares 
and merchandise; 

(d) lends to or on the security of the general manager, assistant 
general manager, branch manager, or any officer, clerk or servant 
of the bank without the approval of the directors any amount or 
amounts exceeding in the aggregate one thousand dollars; or 

(e) lends to or on the security of the general manager, assistant 
general manager, branch manager, or any officer, clerk or servant 
of the bank any amount or amounts exceeding in the aggregate ten 
thousand dollars; 


such bank shall incur a penalty not exceeding five hundred dollars. 


(2) If any bank, either directly or indirectly lends money or makes 
advances in excess of five per centum of its paid-up capital to a director 
of the bank or to any company or corporation in which the president, 
general manager or a director of the bank is a partner or shareholder, 
as the case may be, without the approval of two-thirds of the directors 
present at a regular meeting, or a meeting specially called for the purpose, 
of the board, such bank shall incur a penalty not exceeding five thousand 
dollars. 


(3) If any director of a bank ws present or votes at a meeting of the 
board during the time when loans or advances to himself or any firm or 
corporation of which he is a partner or director are under consideration 
both the bank and such director shall incur penalties not exceeding five 
thousand dollars, and such director shall forthwith vacate his office of 
director and shall not be eligible for election as a director of a bank within 
a period of five years after the date of the said meeting of the board. 


(4) (a) Any manager or other officer of a bank who acts as agent for 
any insurance company or for any person in the placing of insurance 
shall incur a penalty not exceeding five hundred dollars; 

(6) Any bank which exercises pressure wpon any borrower to place 
insurance for the security of such bank in any particular insurance agency 
shall wncur for each such offence a penalty not exceeding five hundred 
dollars. 


On motion of Mr. Bennett, for Mr. Rhodes: 


Resolved: That subsection (2) of the proposed new section 151 be amended 
by inserting after the word “ any” in the third line thereof, the word “firm.” 


Adopted ; 


Resolved: That subsection (3) of the proposed section one hundred and 
fifty-one be amended by inserting after the word “ firm” in the third line of the 
said subsection, the word “ company.” Adopted; 


Resolved: That paragraph (a) of subsection (4) of the provosed section one 
hundred and fifty-one be amended by deleting the word “ offal” in the first 
line of the said paragraph and substituting therefor the word ‘ officer.” 


Adopted. 


Section 151, as thus amended, adopted. 
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Section 160 considered. 


Consideration of amendment thereto proposed on behalf of Mr. Rhodes, on 
May 8th last, viz.:— 

That section one hundred and sixty of Bill 18 be amended by adding 
thereto the following as subsection (3) :— 

“(3) Every bank which neglects to transmit or deliver within thirty 
days after the annual general meeting a return showing the name and 
address of each director elected thereat, together wtih a list of the banks, 
firms and companies of which he is a director or partner, or which neglects 
to transmit or deliver within thirty days after the selection of a person 
to fill a vacancy in the membership of the board of directors or in the 
office of president or vice-president, a similar return respecting such 
person, shall incur a penalty of fifty dollars for each and every day during 
which such neglect continues.” 


On motion of Mr. Bennett, for Mr. Rhodes: 

Resolved: That the proposed amendment be amended by deleting the word 
“ond” and by inserting the words “ and corporations” after the word “ com- 
panies ” in the fourth line thereof. 


Adopted. 
Amendment, as thus amended, adopted. 
Section 160, as amended, adopted. 


On motion of Mr. Ralston, section 125, was, by leave, reconsidered. 


Mr. Ralston pointed out that the explanatory note opposite subsection (2) 
of section 125 reads as follows: “This subsection provides for a reduction in 
the double liability of shareholders in proportion to the withdrawal of the 
right of note issue under section 61” 1s liable to lead to a misconception of 
the true extent of the double liability of shareholders. 


After a statement by the Right Honourable the Prime Minister and by 
Mr. Henry T. Ross, Secretary, The Canadian Bankers’ Association, it was, on 
motion of Mr. Bennett, for Mr. Rhodes: 

Resolved: That section one hundred and twenty-five of Bill 18 be amended 
as follows: 

By deleting from subsection (2) of the said section the following 
words “plus the amount of the notes of the bank issued and in circulation 
elsewhere than in Canada. 


It was agreed to accept this as a notice of motion for consideration at 
the next meeting of the Committee. 


Section 125 stands for further consideration. 


Section 29 further considered. 


The following amendment thereto, proposed by Mr. Morand, was received 
as a notice of motion and by leave, considered forthwith: 

That section twenty-nine of Bill 18 be amended by inserting the 
following therein as subsection (2a): 

(2a) The Directors of the Bank shall file, as part of the Bank’s 
Annual Statement, with the Finance Minister, under the following 
classification ,— 

1. Managers 

2. Assistant Managers 

3. Accountants 
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4. Assistant Accountants 

5. Ledger Keepers 

6. Tellers 

7. Women Clerks and Stenographers 

8. Juniors and other Clerks 
the following information ;— 

(a) The number in each classification, with maximum, minimum and 
average salary and other compensation of each class. 

(b) The maximum, minimum and average age of employees under 
each classification. 

(c) Age or salary restriction, upon marriage, of its employees. 

(d) Percentage of employees’ salaries contributed to Pension Fund, 
if any, and the additions made under such Fund by the Bank. 


Amendment adopted. 


Section 29, as amended, adopted, on division. 


Sections 125 and 136 stand for further consideration at the next meeting 
of the Committee. Schedules F, G, H, I, J to be considered at the same meeting. 


The matter of the examination of Sir Herbert Holt, K.B., Mr. J. H. Gundy, 
et al., in connection with the financing of pulp and paper companies, was again 
broached by Mr. Power. When the Right Honourable the Prime Minister 
pointed out that it was most unusual for a select committee to hold meetings 
outside Ottawa, during the time whilst Parliament is sitting; it was felt that 
the matter should stand over for further consideration at the next sitting of the 
Committee. 


The Committee adjourned to meet on Thursday, May 17th, next, at 10 a.m. 
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Hovusr or COMMONS, 
TuHurspAy, May 17, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 

Mr. R. B. Hanson in the Chair. 

The Right Honourable the Prime Minister (Mr. Bennett) represented the 
Government vice the Honourable the Minister of Finance (Mr. Rhodes). 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), 
Gagnon, Geary, Hackett, Hanson (York-Sunbury), Harris, Howard, Hurtubise, 
Irvine, Jacobs, Lapointe, Mackenzie (Vancouver Centre), MacMillan (Saska- 
toon), MeGibbon, McPhee, Michaud, Morand, Perley (Quw’Appelle), Power, 
Raymond, Robinson, Sanderson, Smith (Cwmberland), Smoke, Spencer, Stanley, 
White (Mount Royal), Willis—41. 

Consideration resumed of Bill No, 18, An Act respecting Banks and Banking. 

On motion of Mr. Geary, and by leave, section 55 was reconsidered and dis- 
cussion followed as to the advisability of amending subsection (1) of the said 
section as follows: “by adding the words ‘or under the authority of the Parlia- 
ment of Canada’ after the word ‘Canada’ in the concluding line of the said 
subsection”. 

The Deputy Minister of Finance and the Inspector General of Banks were 
heard. 

The suggested amendment was dropped. 


Section 75 further considered. 


Paragraph (f) of subsection (2) of the said section was amended by inserting 
the word “firm” before the word “company” in the third line of the said para- 


graph. 
The said section was further amended by inserting the word “company” 
after the word “firm” in the third line of subsection (3) of the said section. 
Section 75, as thus further amended, adopted. 


Section 125 further considered. 


Consideration of the amendment to subsection (2) of the said section, pro- 
posed by Mr. Bennett, for Mr. Rhodes, on May 15th, last, viz: “That all the 
words after ‘Canada’, in the seventh line of the said subsection, down to and 
including the word ‘Canada’, in the ninth line of the said subsection, be struck 


OW.” 
Amendment adopted. 
Section 125, as thus amended, adopted. 
Section 136 adopted. 
On motion of Mr. Morand, and by leave, section 29 was reconsidered. 


Amendment to said section, proposed by Mr. Morand, on May 15th, last, 
was, by leave, withdrawn. 
On motion of Mr. Morand, and by leave, section 53 was reconsidered. 
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The following amendment to the said section, proposed by Mr. Morand, 
was accepted as a notice of motion and, by leave, considered forthwith, .viz:— 


That the following be added to section 53 of Bill No. 18 as sub- 
section (10) :— 
(10) As a part of the bank’s annual statement, there shall be filed 
with the Minister, under the following classification:— 
. Managers; 
Assistant Managers; 
. Accountants; 
. Assistant Accountants; 
. Tellers; 
Ledger Keepers; 
Women Clerks and Stenographers; 
. Juniors and other Clerks, 


the following information; 

(a) The number in each classification, with maximum, minimum 
and average salary and other compensation for each class; 

(6) The maximum, minimum and average age of employees under 
each classification ; 

(c) Age or salary restrictions upon marriage of employees; and 

(d) Percentage of employees’ salaries contributed to Pension Fund, 
if any, and the contributions made to such Fund by the bank. 


OMB BP wwe 


Amendment adopted. 


On motion of Mr. Coote:— 

Resolved: That this amendment be amended by inserting therein, after the 
word “information ”, the words “in regard to employees within Canada ”’. 

Adopted. 

Amendment, as amended, adopted. 


Section 53, as thus amended, adopted. 
On motion of Mr. Coote, and by leave, section 91 was reconsidered. 


On motion of Mr. Coote:— 
Resolved: That subsection (1) of section 91 be amended by adding, after 
the word “ dollar”, in the last line of the said subsection, the words:— 
Provided further that when the advance or loan is not in excess of 
twenty-five dollars, and the interest or discount thereon amounts to less 
than fifty cents, the maximum charge shall not exceed fifty cents. 


Adopted. 
Section 91, as thus amended, adopted. 
Schedule F (re s. 88 (14) ) considered. 


Amendment, proposed by Mr. Coote, was accepted as notice of motion and, 
by leave, considered forthwith:— 
That the following paragraph be inserted in Schedule F (formerly 
Schedule E) :— 
The said live stock are now owned by me and are now in my 
possession and are free from any mortgage, lien or charge thereon 
and have been fully paid for by me. 


After discussion thereon, the amendment was, by leave, withdrawn. 
Schedule F adopted. 
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Schedule G (under s. 88 (17) ) adopted. 
Schedule H (as required by ss. 112, 113) considered. 


Consideration of amendment thereto, proposed by Mr. Spencer, on March 
13th, last, viz:— 

That Schedule G, a return prescribed to be transmitted or delivered 
by the bank to the Minister, under the provisions of section one hundred 
and twelve of Bill 18, be amended by striking out item 25, under the 
heading of “assets” therein, relating to bank premises, and substituting 
the following therefor:— 

25. Bank premises, at actual, or original cost; giving particulars 
as to encumbrances thereon, including amounts borrowed from con- 
trolled corporations; the total written off for depreciation; losses of 
the bank charged to this account (if any) ; and the particular reserves, 
funds or contingencies of the bank, to which these expenditures are 
charged in returns to the Minister. 


The Inspector General of Banks (Mr. C. S. Porpiiee) made the following 
statement:— 


Encumbrances on bank premises (i.e. properties represented by item 
25 of Assets in the monthly return) are inconsequential, aggregating only 
a few thousand dollars for all banks, and consist of charges which, for 
one reason or another, cannot readily be disposed of. Banks have long 
been required to make an annual return to the Minister, under section 78 
of the Act, in which all essential information is given as provided in that 
section. 

Banks do not borrow from their controlled corporations; on the 
contrary, controlled corporations sometimes borrow from the banks, such 
advances by the banks being included in the Assets (Item No. 27 in the 
Government Return “Shares of and loans to controlled companies”). 
Separate balance sheets of these controlled companies are, as required 
by the Act, submitted to the Minister monthly and are published regu- 
larly with the annual financial statements of the respective banks. Several 
realty (controlled) companies of the banks were organized for the pur- 
pose of acquiring certain properties occupied by the banks or of erecting 
buildings thereon, the necessary financing being done by the flotation 
of bond issues which are amortized annually out of rentals paid by the 
banks or other tenants to the companies. The banks do not guarantee 
these bond issues. 

The annual allowance, or write-ofis, for depreciation, are not uni- 
form with all banks, as various conditions are not similar. There are 
sometimes inside write-offs on account of furniture, fixtures, etc., in addi- 
tion to amounts publicly shown as provision for bank premises in the 
annual statements. The practice followed by individual banks is the 
subject of scrutiny, by the Inspector General of Banks, periodically. 

Losses are not charged in this account other than losses incurred 
in respect of the asset itself. 

I do not quite understand what Mr. Spencer means by the last sen- 
tence of his proposal, but if it involves in any way the disclosure of 
internal reserve or contingent accounts of the banks, I would consider 
it objectionable for the same reasons that I have already given to the 
Committee against any public disclosure of such accounts or of the 
amounts transferred to or from the same from year to year. 


The following portion of Mr. Spencer’s amendment was, by leave, with- 
drawn: ‘and the particular reserves, funds or contingencies of the bank, to 
which these expenditures are charged in returns to the Minister.” 

Motion to amend lost. 
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On motion of Mr. Coote:— 


Resolved: That the following be inserted in Schedule H (formerly G) as 
additional information to be supplied in the said schedule: ‘Average rate of 
interest paid on deposits—————; Average rate of interest charged on loans 
or advances nae 


Motion lost. 
Schedule H adopted. 


The Chairman took this opportunity to notify the Committee that he had 
received from G. G. McGeer, Esq., K.C., M.L.A., a letter in which it was sub- 
mitted ‘“‘ that the Canadian bankers be ordered to make public the information 
attached.” The Chairman stated that some of the desired information is 
already a matter of return to the Government. The following portion of the 
letter was read to the Committee:— 


(Information which the Banking Committee should secure from the 
Banks.) 3. A statement showing the total amount of interest bearing 
securities held by each director of Canadian banking corporations segre- 
gated as follows:— 

The Amount of the following securities held by each Canadian Bank 
director :— 

(a) Dominion Government bonds; 

(b) Provincial Government bonds; 

(c) Municipal and other Government bonds; 

(d) Bonds of Canadian corporations specifying the amount and 
the name of the corporation and the price at which the same were 
acquired ; 

(€) Preferred stocks and other preferred securities, showing the 
actual cost and name of the corporation involved; 

(f) Similar information with regard to common stocks. 


Schedule I (under s. 60 (20)), adopted. 
Schedule J (re s, 114 (5)), adopted. 
Title adopted. 


Mr. Hackett moves that Bill No. 18, An Act respecting Banks and Banking 
be reported with amendments. 


Mr. Mackenzie (Vancouver Centre) moves, seconded by Mr. Power,— 


That this Committee recommends to the House that during the next 
session of Parliament a further investigation of the question of National 
Credit be made by the Select Standing Committee on Banking and Com- 
merce appointed for the session of 1935. 


Discussion followed. 


The Chairman pointed out that it was not his intention to rule out this 
latter motion on technical grounds, such recommendations having, on occasion, 
been accepted by Committees. Parliamentary procedure, however, favours the use 
of a special report, rather than the addition, as a rider to the Report of a Bill, 
of a recommendation such as that proposed. As the motion deals with National 
Credit and since the Committee will shortly consider Bill No. 19, the preamble 
of which reads, inter alia, “Whereas it is desirable to establish a central bank 
in Canada to regulate credit .... in the best interests of the economic life of the 
nation ...., it was suggested that the mover should not press his motion. 


The motion was, by leave, withdrawn, without prejudice to the right of the 
mover to offer the identical or a similar motion at a later stage. 


It was then agreed to report the Bill with amendments. 


88 SELECT STANDING COMMITTEE 


It was agreed that the reporting of the Bill would not preclude further 
investigation of that portion of the motion presented by Mr. Power, on March 6th, 
last, which deals with the relations of the chartered banks to the pulp and paper 
industry. 

Accordingly it was agreed that at the next sitting of the Committee the 
following should give evidence: Messrs. J. H. Gundy, of Toronto; Geo. M. 
McKee, C. R. Whitehead, Geo. Chahoon, Jr., John Stadler, Sr., all of Montreal. 


Should the Committee decide, after hearing these witnesses on Tuesday 
next, that evidence in addition should be had from Sir Herbert Holt, K.B., or 
any other witness, it will be recommended that a subcommittee, with requisite 
assistants, proceed to Montreal for the purpose of taking such evidence. 

Motion, proposed by Mr. Coote, that the Committee appoint counsel to 
assist in the examination of these witnesses called for next Tuesday was lost, on 
division. 

The names being called for, they were recorded as follows:— 

YeEAS: Messieurs Bothwell, Casgrain, Coote, Euler, Gagnon, Howard, Hurtu- 
bise, Irvine, Mackenzie (Vancouver Centre), Power, Raymond, and Spencer—12. 


Nays: Messieurs Baker, Beynon, Chaplin, Duff, Fraser (Cariboo), 
Hackett, MacMillan (Saskatoon), MeGibbon, Robinson, Smith (Cwmberland), 
Smoke, Stanley, White (Mount Royal)—13. 


The motion was again declared lost. 


(Resuming consideration of a Private Bill on the Order Paper of the Com- 
mittee.) 


Consideration resumed of Bill No. 19, An Act to incorporate the Bank of 
Canada. 


The following, proposed by Mr. Spencer, was accepted as a notice of 
motion,— 
That the preamble of Bill 19 be amended by inserting the words “to 
make use of the national credit at cost for governmental services and” 
after the word “Canada” in the second line of the said preamble. 


The Committee took recess at 1 p.m. 


AFTERNOON SESSION 


The Committee re-convened at 4 p.m. 


The Chairman made a statement with reference to a matter which had 
been under lengthy and studied investigation by the subcommittee which had 
decided that the complaint submitted was one with which the Courts and not 
this Committee should be asked to deal. The Chairman informed the Com- 
mittee that the whole dossier was open for examination by members of the 
Committee. 


Consideration continued of Bill No. 19. 


Consideration of motion presented by Mr. Mackenzie (Vancouver Centre), 
on March 15, viz.,— 

That before proceeding with the discussion, clause by clause, of 
Bill No. 19, An Act to incorporate the Bank of Canada, the Select Stand- 
ing Committee on Banking and Commerce is of opinion that the pro- 
posed Bank of Canada should be owned and controlled by the Dominion 
of Canada and that the provisions of the said Bill should be altered 

accordingly. 


BANKING AND COMMERCE 89 


At the close of the discussion which followed, the Right Honourable the 
Prime Minister (Mr. Bennett) made a statement. 


The motion was declared lost. 
The names being called for, they were taken down as follows:— 


YEAS: Messieurs Bothwell, Casgrain, Coote, Donnelly, Duff, Euler, Howard, 
Lapointe, Mackenzie (Vancouver Centre), Power, Raymond, Sanderson, and 
Spencer—18, 


Nays: Messieurs Arthurs, Baker, Beynon, Bowman, Ernst, Fraser (Cariboo), 
Hackett, MacMillan (Saskatoon), McGibbon, Perley (Quw’Appelle), Smith 
(Cumberland), Smoke, White (Mount Royal), Willis—15. 


The motion was again declared passed in the negative. 


Consideration of motion proposed by Mr. Coote, on March 15th, last, viz: — 


That, in the opinion of this Committee, the ownership of the shares 
of the proposed Bank of Canada should be vested in the Government 
of the Dominion of Canada. 


Motion lost on division. 
Sections 2, 3, 4, 5 and subsection (1) of section 6 adopted. 


Consideration of amendment, proposed by Mr. Raymond, on March 20th, 
last, viz:— 
That section six of Bill 19 be amended by striking out paragraph 
(a) of subsection (2) of the said section and substituting therefor the 
following:— 
(a) is not a Canadian national; or 


Motion to amend declared lost. 
The names being called for, they were recorded as follows:— 


Yeas: Messieurs Bothwell, Casgrain, Coote, Donnelly, Howard, Lapointe, 
Mackenzie (Vancouver Centre), Power, Raymond, Sanderson and Spencer—11. 


Nays: Arthurs, Baker, Beynon, Bowman, Chaplin, Dorion, Fraser (Cariboo), 
Hackett, Irvine, McMillan (Saskatoon), McGibbon, Perley (QwAppelle), Smith 
(Cumberland), Smoke, Stanley, White (Mount Royal), Willis—17. 


The motion was again declared passed in the negative. 


The Committee adjourned to meet on Tuesday, May 22, next, at 10 a.m. 
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House or ComMMons, 
Turspay, May 22, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 10 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Donnelly, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), 
Fraser (Northumberland, O.), Gagnon, Geary, Hackett, Hanson (York-Sun- 
bury), Harris, Howard, Hurtubise, Irvine, Jacobs, Lawson, Mackenzie (Van- 
couver Centre), McPhee, Mercier (St. Henri), Michaud, Morand, Perley 
(Qu’Appelle), Power, Raymond, Rhodes, Robinson, Sanderson, Smith (Cwmber- 
land), Smoke, Spencer, Stanley, Vallance, White (London), White (Mount 
Royal), Willis—43. 


Consideration of the unfinished portion of motion proposed by Mr. Power 
on March 6th, last, viz:— 


6. The relationship between the banks or any of them and the pulp 
and paper industry, and the extent to which uncontrolled extension of 
credit brought about overcapitalization and over-expansion, and the sub- 
sequent disorganization and near bankruptcy of an industry dealing in 
some of the most valuable of our natural resources. 


The Chairman informed the Committee that a questionnaire had, for the 
purpose of expediting the examination, been sent to Sir Herbert S. Holt, K.B., 
in order to indicate the matters about which the witness might be questioned. 


Mr. J. H. Gundy, of Toronto, Ontario, was called, and was examined. 


The Committee took recess at 1 p.m. 


AFTERNOON SESSION 


The Committee re-convened at 4 p.m. 
Examination continued of Mr. J. H. Gundy. 


Witness filed:— 

Exhibit 47: Chart showing Canadian capacity production of newsprint. 
1925-1934 and United States imports of newsprint for same period. (See Ap- 
pendix AF.) 

Exhibit 48: Letter from J. H. Gundy to Chairman of Select Standing Com- 
mittee on Banking and Commerce re newsprint industry. (Printed as Appen- 
dix AG.) 

Exhibit 49: Chart showing (a) index of pulp and paper common stock 
prices; (b) index of industrial common stock prices, both adjusted to base: 
October, 1929—100. (Printed as Appendix AH.) 


Witness discharged. 
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Mr. George Chahoon, Jr., of Three Rivers and Montreal, Quebec, was 
called and was questioned. 


Witness filed: — 


Exhibit 50: Letter, dated January 11, 1928, addressed to shareholders of 
Laurentide Company Limited signed by G. Chahoon, Jr., President of said 
Company. (Printed in minutes of evidence.) 


Exhibit 51: Third Annual Report, dated February 27, 1931, of Canada 
Power and Paper Corporaticn, showing consolidated balance sheet as at Decem- 
ber 31, 1930. (Printed in minutes of evidence.) 


Exhibit 52: First Annual Report, dated March 12, 1929, of Canada Power 
and Paper Corporation, showing consolidated balance sheet as of December 31, 
1928. (Printed in minutes of evidence.) 


Exhibit 53: Fifth Annual Report, dated March 12, 1929, of Port Alfred 
Pulp and Paper Corporation, showing balance sheet as at December 31, 1928. 
(Printed in minutes of evidence.) 


Exhbit 54: Report of Wayagamack Pulp and Paper Company, Limited, 
showing balance sheet as of November 30, 1928. (Printed in minutes of 
evidence.) 


Exhibit 55: Second Annual Report, dated February 21, 1928, of St. 
Maurice Valley Corporation, showing consolidated balance sheet, December 31, 
1927. (Printed in Minutes of Evidence.) 


Exhibit 56: Annual Report, for the year ending June 30, 1927, of Lauren- 
tide Company, Limited, containing balance sheet as of same date. (Printed 
in Minutes of Evidence.) 


Exhibit 57: Annual Report for period ending December 31, 1924, of Belgo 
Canadian Paper Company, Limited. (Printed in Minutes of Evidence.) 


Exhibit 58: (a) Letters from General Manager, Montreal Trust Company, 
dated October 7, 1929, and (b) dated September 26, 1929, to holders of common 
shares of Port Alfred Pulp and Paper Corporation; (c) form of shareholders’ 
letter; (d) letter from President of Port Alfred Pulp and Paper Corporation, 
dated September 24, 1929, to holders of common shares of said corporation. 
(Printed in Minutes of Evidence.) 


Exhibit 59: (a) Letters from General Manager, Montreal Trust Company, 
dated October 7, 1929, and (b) dated September 26, 1929, to holders of common 
shares of Wayagamack Pulp and Paper Company, Limited; (c) form of share- 
holders’ letter; (d) letter, dated September 24, 1929, from President of said 
company to shareholders of same. (Printed in Minutes of Evidence.) 

Exhibit 60: (a) Letter from Assistant General Manager, Royal Trust 
Company, dated January 17, 1928, to holders of common shares of St. Maurice 
Valley Corporation; (b) form of shareholders’ letter; (c) letter from President 
of St. Maurice Valley Corporation, dated January 11, 1928, to said shareholders. 
(Printed in Minutes of Evidence.) 

Exhibit 61: Prospectus, dated August 6, 1926, offering $3,000,000 7 per cent 
Sinking Fund Cumulative Preference Shares of The Anticosti Corporation. 
(Printed in Minutes of Evidence.) 


Witness retired. 


The Committee took recess at 6 p.m. 


—___ 
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EVENING SESSION 


The committee re-convened at 8 p.m. 


Mr. George M. McKee, Montreal, Quebec, Assistant to President (i/c 
Operations), Consolidated Paper Corporation, was called and was examined. 


Witness retired. 
Mr. GC. R. Whitehead, Montreal, Quebec, Assistant to President (1/c General 
Business), Consolidated Paper Corporation, was called and was examined. 


Witness filed :— 
Exhibit 62: Statement re Newsprint Daily Tonnage Capacities. (Printed 
as Appendix AI.) 


Exhibit 63: Diagram showing present and future consumption of newsprint 
in the United States, dated December 24, 1924. (Printed as Appendix AJ.) 


Witness discharged. 


Mr. George M. McKee recalled. 
Witness discharged. 


Mr. George Chahoon, Jr., recalled. 
Witness discharged. 


It was agreed that a sub-committee composed of Messrs. Coote, Hanson, 
Hackett, Lawson and Power, with requisite assistants, should proceed to Mont- 
real, to-morrow, Wednesday, May 23, for the purpose of hearing evidence of 
Sir Herbert 8S. Holt, K.B., in connection with this matter, and that such 
evidence be printed as part of the day to day proceedings of the committee. 


The committee adjourned to meet on Tuesday, May 29, next, to resume 
consideration of Bill 19, An Act to incorporate The Bank of Canada, and Bill 
33, An Act to amend the Quebec Savings Banks Act. 
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Powrr BuILDING, CRAIG STREET, 
MONTREAL, QUEBEC, 
WEDNESDAY, May 23, 1934. 
The sub-committee appointed for the purpose of hearing evidence of Sir 
Herbert S. Holt, K.B., met at the above address at 11 a.m. this day. 


Mr. R. B. Hanson in the Chair. 

Members present: Messieurs Coote, Hanson, Morand (for Mr. Lawson) 
and Power—4. 

Sir Herbert S. Holt, K.B., President, Royal Bank of Canada, was called 
and was questioned. 

Mr. M. W. Wilson, General Manager, Royal Bank of Canada, was called. 


On motion of Mr. Power,— 


Ordered, That the witness produce and file with this sub-committee the 
most recent balance sheet of The Montreal Trust Company and that this 
exhibit be printed in the record. 


On motion of Mr. Power,— 


Ordered, That the following information, covering the years 1926-1929, both 
inclusive, be filed with the committee; aggregate amount of indebtedness to 
Royal Bank of Canada of concerns of which Sir Herbert Holt is a director. 


Mr. Wilson filed: — 
Exhibit 64: Balance sheet of Montreal Trust Company, as of December 31, 
1933. (Printed as Appendix AK.) 


Exhibit 65: (Filed on behalf of Mr. 8. H. Logan, Vice-President, The 
Canadian Bankers’ Association) Statement concerning connection of chartered 
banks and pulp and paper industry. (Printed as Appendix AL.) 


Witnesses discharged. 


The sub-committee adjourned at 1.45 p.m. 
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House or CoMMONS, 


Turspay, May 29, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
I ivan. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Baker, Beynon, Bothwell, Bowman, Chaplin, 
Coote, Donnelly, Dorion, Euler, Fraser (Cariboo), Gagnon, Geary, Hackett, 
Hanson (York-Sunbury), Howard, Irvine, Jacobs, Lapointe, Mackenzie (Van- 
cowver Centre), McPhee, Mercier (St. Henri), Michaud, Morand, Perley 
(Qw Appelle), Power, Ralston, Raymond, Rhodes, Robinson, Sanderson, Smoke, 
Spencer, Stanley, Sullivan, White (London), White (Mount Royal), Willis—87. 


There were filed with the Committee the following:— 


Exhibit 66.—Letter from Sir Herbert S$. Holt, K.B., addressed to the Secre- 
tary of the Committee, Return to an Order of the subcommittee, dated May 23, 
1934, aggregate amount of advances, as at December 1, 1926, 1927, 1928, 1929, 
December 31, 1933, by Royal Bank of Canada to corporations, institutions or 
partnerships of which Sir H. 8. Holt was a director or officer. (Printed as 
Appendix AM.) 


Letter from W. T. Lucas, Esq., M.P. (Camrose), forwarding submission on 
“Social Credit” by W. H. Collier, Esq., of Vulcan, Alberta, for consideration by 
Committee; 

Also, letter from H. H. Hallatt, Esq., Windsor, Ontario, enclosing booklet 
“The Wage Dollar Money System,” asking for a hearing by the Committee. 


It was agreed that it would be impossible to give hearings to these last two 
applicants, as that branch of the inquiry is now closed. The letters were filed 
and are at the disposal of members of the Committee. 


Consideration resumed of Bill No. 19, An Act to incorporate the Bank of 
Canada. 


The following proposed amendments to the said Bill were accepted as notices 
of motion:— 


Proposed by Mr. Rhodes:— 


That subsection (1) of section seven of Bill 19 be amended by strik- 
ing out the words at the end of the subsection: ‘“‘or at a meeting of share- 
holders” and substituting therefor the words “or by the Executive or by 
a meeting of shareholders”. 


Proposed by Mr. Coote:— 


That section nine of Bill 19 be amended by providing that the Min- 
ister of Finance should be ex-officio a Director of the Bank. 
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Proposed by Mr. Ralston:— 

That section ten of Bill 19 be amended by striking out the word 
“Board” in the first line of subsection (4) of the said section and sub- 
stituting therefor the word “Governor” and by striking out the words 
“by resolution of the Board approved” in the third line of the said sub- 
section. 


Proposed by Mr, Rhodes:— 
That section twelve of Bill 19 be struck out and the following sub- 
stituted :— 


12. The members of the Board shall select a chairman of the Board 
from amongst their number. 


Proposed by Mr. Rhodes:— 
That subsection (1) of section thirteen of Bill 19 be amended by 
striking out the words “acting by direction of the Board” at the end of 


the said subsection and substituting therefor the words “selected by the 
Board”. 


Proposed by Mr. Rhodes:— 


That subsection (3) of section thirteen of Bill 19 be struck out and the 
following substituted therefor:— 

3. Except when the Board is in session the Executive Committee 
shall determine the minimum rates at which the Bank is prepared to 
discount or rediscount bills or to make advances and the Bank shall at 
all times make public the rates at which it is prepared to discount or 
rediscount bills or to make advances. 


Proposed by Mr. Coote:— 
That subsection (1) of section sixteen of Bill 19 be amended by 


striking out the words ‘“ Governor in Council” and SOB therefor 
the words “ Parliament of Canada” 


Proposed by Mr. Coote:— 
That subsection (4) of section sixteen of Bill 19 be amended by 
striking out the word “ Board” where it occurs in the fourth line of the 
said subsection and substituting therefor the word “ Minister ”’. 


Proposed by Mr. Rhodes:— 


That subsection (1) paragraph (6) of section 20 of Bill 19 be amended to 
read as follows:— 

(b) effect transfers of funds by telegram, letter or other method of 
communication, and buy and sell transfers effected by such means, trade 
acceptances, bankers’ drafts, and bills of exchange drawn in or on places 
outside of Canada and having a maturity not exceeding ninety days 
excluding days of grace, or not exceeding ninety days after sight exclud- 
ing days of grace, from the date of acquisition by the Bank; 


Proposed by Mr. Coote:— 


That paragraph (d) of subsection (1) of section twenty of Bill 19 
be amended by striking out all the words after the word “ Bank” where 
it first occurs in the third line of the said paragraph. 


Proposed by Mr. Rhodes:— 


That paragraph (g) of subsection (1) of section twenty of Bill 19 be 
amended to read as follows:— 


(g) buy and sell or rediscount bills of exchange and promissory 
notes endorsed by a chartered bank drawn or issued in connection with 


a 
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the production and marketing of goods, wares and merchandise as defined 
in The Bank Act, excepting those mentioned in paragraph (h) of this 
subsection, and having a maturity not exceeding ninety days excluding 
days of grace, or not exceeding ninety daus after sight excluding days of 
grace, from date of acquisition by the Bank; 


Proposed by Mr. Coote:— 
That paragraph (b) of section twenty-one be amended by striking 
out the words “except the Bank for International Settlements ”. 


Proposed by Mr. Irvine:— 
That section twenty-four of Bill 19 be amended by striking out 
subsections (1) and (2) of the said section. 


Proposed by Mr. Spencer: — 


That section twenty-five of Bill 19 be amended by striking out all 
the words after the word “ Bank” where it occurs in the second line of 
paragraph (a) of subsection (2) of the said subsection. 


Section 6 further considered. 
Paragraphs (a), (b) and (c) of subsection (2) adopted. 


Consideration of amendment proposed by Mr. Raymond on March 20, 
last, vizi:— 
That section six of Bill 19 be amended by adding to paragraph (d) 
of subsection (2) of the said section, after the word “ Canada” at the 
end of the paragraph, the following words: “Or elsewhere ”. 


Motion stands, on the understanding that paragraph (d) will be redrafted 
by Departmental officials. 


Sections 7, 8 and 9 stand for further consideration. 


Section 10 considered. 


It was suggested by Mr. Ralston, and agreed, that subsection (1) should be 
redrafted; at present it is not quite clear that all directors shall hold a minimum 
of ten shares of the capital stock of the Bank. 


The following amendment was accepted as a notice of motion and was, by - 
leave, considered forthwith:— 
Proposed by Mr. White (Mount Royal) :— 
That the following words be deleted from subsection (2) of section 
ten of Bill 19: “The directors shall be selected from diversified occupa- 
tions, but ”. 


Motion to amend declared lost. 


The names being called for, they were taken down as follows:— 

Yeas: Messieurs Fraser (Cariboo), Hackett, Robinson, Smoke, White 
(London), White (Mount Royal)—6. 

Nays: Messieurs Chaplin, Coote, Dorion, Irvine, Michaud, Ralston, Ray- 
mond, Stanley—8. 

The motion to amend was again declared passed in the negative. 


Subsection (2) adopted. 


- 
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Consideration of amendment proposed by Mr. Raymond on March 20, 
last, viz: — 
That section ten of Bill 19 be amended by striking out paragraph 


(a) of subsection (3) of the said section and substituting therefor the 
following :— 


(a) is not a Canadian national; or.” 
Motion to amend declared lost. 


The names being called for, they were recorded as follows: Yeas: Messieurs 
Coote, Dorion, Euler, Irvine, McPhee, Ralston, Raymond—7. Nays: Messieurs 
Beynon, Chaplin, Fraser (Cariboo), Hackett, Robinson, Smoke, Stanley, White 
(London), White (Mount Royal)—9. 


The motion was again declared lost. 
Subsection (3) stands for further consideration. 


Consideration of amendment, accepted this day as a notice of motion, pro- 
posed by Mr. Ralston, viz:— 


That section ten of Bill 19 be amended by striking out the word 
“Board” in the first line of subsection (4) of the said section and sub- 
stituting therefor the word “Governor” and by striking out the words 
“by resolution of the Board approved” in the third line of the said sub- 
section. 


Motion to amend lost. 
Subsection (4) stands for further consideration. 


Mr. Morand suggested the advisability of inserting in this section (and in 
section six) a definite age limit. It was agreed that seventy-five years should be 
the prescribed limit. 


On motion of Mr. Coote, and by leave, section six was opened for recon- 
sideration. 


It was agreed that a new paragraph should be added to subsection (2) of 
section six and to subsection (3) of section ten containing the prescribed age 
limit. 

On motion of Mr. Ralston:— 


Resolved: That the following be added to subsection (2) of section 
six of Bill 19: 


(f) is a bankrupt or is insolvent. 
Motion to amend lost. 
It was pointed out by Mr. Raymond that in subsection (2) of section ten 


of the Bill, in the French version, the word “director” had been translated, in one 
instance, by the word “directeur” and, in another, by the word “administrateur.” 


On motion of Mr. Hackett:— 


Ordered: That the Clerk of the Committee take up this matter of apparent 
lack of uniformity of translation with the proper Officer of the House. 


Section 11 adopted. 
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Section 12 considered. 


Consideration of amendment thereto, proposed this day by Mr. Rhodes:— 


That section twelve of Bill 19 be struck out and the following sub- 
stituted therefor:— 


12. The members of the Board shall select a Chairman from 
amongst their number. 


Motion to amend agreed to. 
Section 12, as amended, adopted. 


Section 13 considered. 


Consideration of amendment proposed this day by Mr. Rhodes:— 


That subsection (1) of section thirteen of Bill 19 be amended by 
striking out the words “acting by direction of the Board” at the end of 
the said subsection and substituting therefor the words selected by the 
Board. 


Motion to amend agreed to. 
Subsection (1), as amended, adopted. 
Subsection (2) stands for further consideration. 


Consideration of amendment proposed this day by Mr. Rhodes:— 


That subsection (3) of section thirteen of Bill 19 be struck out and 
the following substituted therefor:— 


(3) Except when the Board is in session the Executive Com- 
mittee shall determine the minimum rates at which the Bank is pre- 
pared to discount or rediscount bills or to make advances and the 
Bank shall at all times make public the rates at which it is prepared 
to discount or rediscount bills or to make advances. 


Motion to amend agreed to. 
Subsection (8) as amended, adopted. 
Subsection (4) adopted. 


Section 14 considered. 
Subsection (1) adopted. 
Consideration of amendment proposed by Mr. Power on March 15, last, 


Wine 


That section fourteen of Bill 19 be amended by striking out sub- 
sections (2) and (3) of the said section. 


The Committee took recess at 1 p.m. 


AFTERNOON SESSION 


The Committee reconvened at 4 p.m. 


Consideration resumed of section 6 of Bill 19. 
The following amendment to the said section, proposed by Mr. Rhodes, 


was accepted as a notice of motion and was, by leave, considered forthwith:— 


That subsection (2) of section six of Bill 19 be amended by adding 
thereto the following as paragraph (e):— 


(e) has reached the age of seventy-five years. 
Motion to amend agreed to. 
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Consideration resumed of section 10. 


The following amendment to the said section, proposed by Mr. Rhodes, was 
accepted as a notice of motion and was, by leave, considered forthwith:— 
That subsection (3) of section ten of Bill 19 be amended by adding 
thereto the following:— 


(d) has reached the age of seventy-five years. 
Motion to amend agreed to. 


Consideration resumed of section 14. 
Motion to amend, proposed by Mr. Power, lost on division. 
Subsections (2), (3), (4), (5) adopted. 


On motion of Mr. Spencer: 


Resolved: That subsection (6) of section fourteen of Bill 19 be 
amended by inserting after the word “may” in the first line of the said 
subsection, the words “by by-law.” 


Motion to amend agreed to, on division. 
. Subsection (6), as amended, adopted. 


Section 14, as amended, adopted. 


Section 16 considered. 


Consideration of amendment proposed this day by Mr. Coote: 


That section sixteen, subsection (1), be amended by striking out 
the words “Governor in Council” and substituting therefor the words 
“Parliament of Canada.” 


On motion of Mr. Geary: 


Resolved: That subsection (1) of section sixteen be further amended 
by inserting therein after the word “passed” in the third line of the said 
subsection the words “by the Board and ratified.” 


Motions agreed to; The subsection will be redrafted by Department officials, 
incorporating these amendments. 


Consideration of amendment proposed by Mr. Irvine on March 15, last, 
viz: 

That subsection (2) of section sixteen of Bill 19 be amended by 
inserting the words “of which the majority shall always be held by and 
\, vested in the Minister on behalf of His Majesty and the balance of such 
certificates” after the words “share certificates” in the second line of 
the said subsection and by striking out the word “which” in the second 

line of the same subsection. 


Motion to amend lost, on division. 


Consideration of amendment proposed by Mr. Bowman on March 20, last, 
viz: 
That section sixteen of Bill 19 be amended in the following manner 
(a) by striking out the words “one hundred dollars” where they occur 
in the second and third line of subsection (2) of the said section and 
substituting therefor the words: “fifty dollars”; 


Motion to amend agreed to. 
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On motion of Mr. Rhodes: 


Resolved: That subsection (2) of section sixteen of Bill 19 be further 
amended by inserting after the word ‘“‘at” in the third line of the said 
subsection the words ‘not less than.” 


Motion to thus further amend agreed to. 
Subsection (2) as amended, adopted. 
Subsection (3) adopted. 


Consideration of amendment proposed by Mr. Mackenzie (Vancouver 
Centre) on March 15, last, viz: 
That section sixteen of Bill 19 be amended by adding thereto the 
following: 
The Minister shall at any time have the right on behalf of 
the Dominion of Canada to purchase such shares in whole or in 
part at not more than par. 


By leave, this amendment was amended to read as follows: 


The Minister shall at any time have the right on behalf of the 
Dominion of Canada to purchase all shares held by the public at not 
more than par. 


Motion to amend declared lost. 


The names being called for, they were taken down as follows: Yeas: 
Messieurs Coote, Euler, Irvine, Lapointe, Ralston, Sanderson—6; nays: Mes- 
sieurs Beynon, Chaplin, Fraser (Cariboo), Hackett, Rhodes, Robinson, Smoke, 
Stanley, White (London). White (Mount Royal), Willis—11. 


The motion to amend was again declared passed in the negative. 


Consideration of amendment proposed this day by Mr. Coote, viz: 
That subsection (4) of section sixteen of Bill 19 be amended by 
striking out the word “Board” where it occurs in the fourth line of the 

said subsection and substituting therefor the word “Minister.” 


Motion to amend agreed to. 
Subsection (4) as amended, adopted. 


Consideration of amendment proposed by Mr. Bowman on March 15, last, 


Viz: 
That section sixteen of Bill 19 be amended in the following manner 
(b) by striking out the words “twenty-five dollars” where they occur 
in the first line of subsection (5) of the said section and substituting 
therefor the words ‘‘twelve dollars and fifty cents.” 
Motion to amend agreed to. 
Subsection (5), as amended, adopted. 
Subsection (6) and (7) adopted. 
Consideration of amendment proposed by Mr. Spencer on March 15, last, 
wine 


That section sixteen of Bill 19 be amended by inserting the following 
as subsection (7a): 
(7a) The Minister may at any time call in the shares of stocks 
held by the several shareholders on paying par therefor and three 
months interest. 
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Motion to amend lost, on division. 
Subsection (8) adopted, on division. 


Subsection (9) adopted. 


Mr. Coote gives notice of motion that he will, at a later stage, move an 
amendment to subsection (9). 


Section 16, as amended, adopted. 
Section 17 adopted. 


Section 18 considered. 


On motion of Mr. Ralston: 


Resolved: That section eighteen of Bill 19 be amended by insert- 
ing after the word “shall” where it first occurs in the seventh line of 
the said section, the words “ipso facto on the expiration of three months 
from the mailing at Otawa by registered mail of such requirement in 
the form of a notice in writing by the Minister to such shareholder.” 


Motion to amend agreed to. 


Section 18, as amended, adopted. 


On motion of Mr. Bowman, and by leave, section 19, adopted on March 
15, last, was forthwith reconsidered. 


On motion of Mr. Bowman: 


Resolved: That subsection (1) of section nineteen of Bill 19 be 
amended by striking out the words “twenty-five dollars” where they 
occur in the third line of the said subsection and substituting therefor 
the words “twelve dollars and fifty cents.” 


Motion to amend agreed to. 


Section 19, as thus amended, adopted. 


Consideration of section 20. 
Paragraph (a), subsection (1), adopted. 


Consideration of amendment proposed this day by Mr. Rhodes, viz: 


That subsection (1), paragraph (b) of section twenty of Bill 19 
be amended to read as follows: 

(b) effect transfers of funds by telegram, letter or other method 
| of communication, and buy and sell transfers effected by such means, 
trade acceptances, bankers’ acceptances, bankers’ drafts, and bills 

of exchange drawn in or on places outside of Canada and having 
a maturity not exceeding ninety days excluding days of grace, or 
not exceeding ninety days after sight excluding days of grace, from 
the date of acquisition by the Bank. 


Motion to amend agreed to. 
Paragraph (b), as amended, adopted. 
Paragraph (c) adopted. 


102 SELECT STANDING COMMITTEE 


Consideration of amendment proposed this day by Mr. Coote, viz: 


That paragraph (d) of subsection (1) of section twenty of Bill 19 
be amended by striking out all the words after the word “ Bank” where 
the said word first occurs in the fourth line of the said paragraph. 


Proposed amendment to be further considered at the next sitting of the 
Committee. 


The Committee adjourned to meet on Thursday, May 31, next at 11.00 
a.m. 
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House or Commons, 
Tuurspay, May 31, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 11.00 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Baker, Beynon, Bothwell, Bowman, Casgrain, 
Coote, Donnelly, Dorion, Gagnon, Geary, Hackett, Hanson (York-Sunbury), 
Howard, Irvine, Jacobs, Lapointe, Mackenzie (Vancouver Centre), MacMillan 
(Saskatoon), McPhee, Mercier (St. Henri), Morand, Ralston, Raymond, 
Rhodes, Robinson, Smoke, Spencer, Stanley, Sullivan, White (London), White 
(Mount Royal), Willis—32. 


Consideration resumed of Bill 19, An Act to incorporate the Bank of 
Canada. 


The following proposed amendments were accepted as notices of motion: 


Proposed by Mr. Rhodes: 


That subsection (1), paragraph (h), of section twenty of Bill 19 
be amended to read as follows: 

(h) buy and sell or rediscount bills of exchange and promissory 
notes endorsed by a chartered bank, drawn or issued in connection 
with the production or marketing of products of agriculture, the 
forest, the quarry and mine, or the sea, lakes and rivers, as defined 
in The Bank Act, and having a maturity not exceeding one hundred 
and eighty days excluduing days of grace from the date of acquisi- 
tion by the Bank; Provided that the Bank may by regulation limit 
to a percentage of its total assets the amount of such paper having 
a maturity in excess of ninety days excluding days of grace but not 
exceeding one hundred and eighty days excluduing days of grace, 
from the date of acquisition by the Bank; 


Proposed by Mr. Rhodes: 


That paragraph (i) of subsection (1) of section twenty of Bill 19 be 
amended by substituting the word “six” for the word “three” where it 
occurs in the second line of the said paragraph. 


Proposed by Mr. Rhodes: 


That paragraph (j) of subsection (1) of section twenty of Bill 19 be 
amended by adding after the word “advances,” where it occurs in the 
first line of the said paragraph, the words “for periods not exceeding six 
months”. 


Proposed by Mr. Rhodes: 


That section twenty of Bill 19 be amended as follows: 
1. That the following be inserted as paragraph (j) of subsec- 
tao (1) 
(j) make loans or advances to discount corporations en- 
gaged in the business of buying and selling bills of exchange and 
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short-term government securities, such loans or advances to be 

for periods not exceeding thirty days and to be secured by the 

pledge or hypothecation of securities of the kinds and maturities 

defined in paragraphs (c), (e) and (g) of this subsection. 

2. That the succeeding paragraphs be renumbered accordingly. 

3. That paragraph (m) be amended by inserting after the word 
“Bank”, where it occurs in the third line of the said paragraph, the 
words: “Or from any discount corporation doing the business 
described in paragraph (7) of this subsection”. 


Proposed by Mr. Rhodes: 

That subsection (2) of section twenty-five of Bill 19 be amended by 
striking out the portion of the said subsection on page 12 of the Bill and 
substituting therefor the following: 

(2) The reserve required by this section to be maintained shall 
consist of gold coin and bullion in the unrestricted ownership of the Bank 
equal to an amount not less than twenty-five per centum of the notes and 
deposit liabilities aforesaid; and may in addition include 

(a) silver bullion received from the Minister under the next pre- 
ceding section or purchased under the authority of section four 
hereof, valued at the market price of the fine silver content thereof; 
and 

(b) foreign exchange, which shall mean 

(i) balances with the Bank of England, the Bank for inter- 
national Settlements, the Federal Reserve Bank of New York, 
and a central bank in any country whose currency by law and 
in fact is convertible on demand at a fixed price into exportable 
gold. 


Proposed by Mr. Rhodes: 
That subsection (1) of section thirty-five of Bill 19 be amended by 
deleting the word “March” in the second line of the said subsection and 
substituting therefor the word “February”. 


Proposed by Mr. Rhades: 

That subsection (2) of section thirty-five of Bill 19 be amended by 
deleting the word “twenty-five” where it occurs in the fourth line of the 
said subsection and substituting therefor the words “one hundred” and by 
deleting the words “five hundred” where they occur in the fifth line of the 
same subsection and substituting therefor the words “one thousand”. 


Proposed by Mr. Ralston: 

(To provide for four Shareholder Directors and three State Directors— 
(In addition, the Governor and Deputy Governor are appointed or approved by 
the state.) ) 


STRIKE OUT SECTION 9 AND SUBSTITUTE THEREFOR THE 
FOLLOWING: 


9. (1) The first directors shall be appointed by the Governor in Council 
for terms to run respectively from the date of the appointment as follows: two 
until the third annual general meeting; two until the fourth annual general 
meeting; two until the fifth annual general meeting and one until the sixth 
annual general meeting. 

(2) Thereafter, at the third annual general meeting two directors shall be 
elected by the shareholders, and at the fourth annual general meeting two 
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directors shall be elected by the shareholders, and as of the date of the fifth 
annual general meeting two directors shall be appointed by the Governor in 
Council, and as of the date of the sixth annual general meeting one director 
shall be appointed by the Governor in Council. 

(3) Each director, other than a first director, whether elected or appointed, 
shall hold office until the fifth annual general meeting after his election or 
appointment, as the case may be; and from time to time on the expiration of 
the term of office of a director elected by the shareholders, his successor shall 
be elected by the shareholders; and from time to time on the expiration of the 
term of office of a director appointed by the Governor in Council, his successor 
shall be appointed by the Governor in Council. 

(4) In the event of a vacancy amongst the Directors: if the director whose 
place has become vacant has been elected by the shareholders, the Board shall 
appoint a qualified person to hold office until the next annual meeting when 
the shareholders shall elect a person to fill the vacancy for the remainder of the 
term of such director; and, if the director whose place has become vacant has 
been appointed by the Governor in Council, the Governor in Council shall 
appoint a qualified person to fill the vacancy for the remainder of the term of 
such director. 

(5) Directors shall be eligible for re-election and re-appointment. 


Proposed by Mr. Ralston: (To require ratification of the Acts and decisions 
of the Executive Commmittee by the Board.) 


Section 13 is amended by adding thereto the following as Subsection :(5) :— 

(5) Any Act or decision of the executive committee shall have force 

and effect only until the next meeting of the Board of Directors, and if 

any such Act or decision is not ratified at such meeting the same shall 

thereupon and therefrom cease to have force and effect except as to com- 

mitments made or obligations incurred pursuant to such Act or decision 
previous to such meeting. 


Nore—(New Zealand Act, Chap. 12, 1933, Sec. 34 (2) requires that Acts of 
executive be confirmed by the Board.) 


Proposed by Mr. Ralston: (To empower Deputy Minister of Finance to 
attend meetings of the Board and of the Executive Committee in a consultative 
capacity.) 


Insert as new Section 13-A. 

Section 13-A—The Deputy Minister of Finance, or in case of his 
absence or incapacity at any time, such other representative of the 
Department of Finance as the Minister may name for the time being, 
shall, by virtue of his office or of such nomination as the case may be. 

(1) be given notice of and shall have the right to attend all 
meetings of the Board and of the Executive Committee in a con- 
sultative capacity but without the right to vote. 


Notr.—New Zealand Act, Chap. 12, 1933, Section 23 (2) contains provisions 
making the Secretary of the Treasury a non-voting member of the Board. This 
gives the Department of Finance entrée to the meetings of the Board and thus 
keeps the Minister informed of all deliberations and discussions. 


(3) have the right to protest against any act or decision of the 
Board or of the Executive Committee (except a decision nominating 
a Commissioner as hereinafter provided for) which he may consider 
to be contrary to law or against the interests of the State, by filing 
such protest in writing with the Board or the Executive Committee 
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as the case may be, and with the Minister, and any such protest, 
unless the same is not concurred in by the Minister within two days 
shall have the force of a suspensive veto so that nothing shall be 
done under the authority of or pursuant to such act or decision until 
the merits of the protest shall have been decided upon by a Com- 
mission of three persons constituted as follows: One person to be 
named by the Board and one person to be named by the Minister 
within seven days after such protest, and one person, to be the 
Chairman to be chosen jointly by the Minister and the Bank, and 
in default of agreement on such last mentioned person within seven 
days after such protest, such Chairman shall be the Chief Justice or 
Acting Chief Justice of the Supreme Court of Canada; the decision 
of such Commission to be made within seven days after the Com- 
mission has been constituted or within such further time as the 
Minister and the Bank may agree upon and the decision of the 
Commission shall have the full force and effect of a decision of the 
Board of Directors in respect of which no protest has been filed. 


Mr. Coote intimated to the Committee that Mr. J. Maynard Keynes, of 
London, England, was now in Washington and suggested that the Committee 
should consider the advisability of asking Mr. Keynes to appear before the 
Committee. 


On motion of Mr. Coote: 


Resolved: That Mr. J. Maynard Keynes, of London, England, at 
present in Washington, D.C., be asked to give evidence before the Com- 
mittee. 


Motion declared lost. 


The names being called for, they were taken down as follows: Yeas: 
Messieurs Coote, Mackenzie (Vancouver Centre), Spencer—3; Nays: Messieurs 
Baker, Casgrain, Dorion, Gagnon, Hackett, Jacobs, Ralston, Robinson, Smoke, 
Stanley, White (London), White (Mount Royal) ,Willis—13. 


The motion was again declared passed in the negative. 


Consideration resumed of section 20. 


Consideration of amendment proposed by Mr. Coote, on May 29, last, viz: 


That paragraph (d) of subsection (1) of section twenty of Bill 19 be 
amended by striking out all the words after the word “Bank” where it 
first occurs in the third line of the said paragraph. 


On motion of Mr. Rhodes: 

Resolved: That paragraph (d) of subsection (1) of section twenty 
of Bill 19 be amended by striking out the word “‘twice” where it occurs 
in the seventh line of the said paragraph and substituting therefor the 
words ‘three times.” 


This latter motion to amend being agreed to, Mr. Coote, by leave, withdrew 
his proposed amendment. 


Paragraph (d), as amended, adopted. 
Paragraphs (e) and (f) adopted. 
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Consideration of amendment proposed by Mr. Rhodes, on May 29, last, viz: 


That paragraph (g) of subsection (1) of section twenty of Bill 19 be 

amended to read as follows: 

(g) buy and sell or rediscount bills of exchange and promissory 
notes endorsed by a chartered bank drawn or issued in con- 
nection with the production or marketing of goods, wares and 
merchandise as defined in The Bank Act, excepting those men- 
tioned in paragraph (h) of this subsection, and having a maturity 
not exceeding ninety days excluding days of grace, or not exceed- 
ing ninety days after sight excluding days of grace, from the 
date of acquisition by the Bank; 


Motion to amend agreed to. 
Paragraph (g), as amended, adopted. 
Paragraph (h), as proposed by Mr. Rhodes this day, adopted. 


On motion of Mr. Rhodes: 


Resolved: That paragraph (7) of subsection (1) of section twenty of 
Bill 19 be amended by striking out the word “three” where it occurs in 
the second line of the said paragraph and substituting therefor the word 


Ob a8 ” 


six 
Motion to amend agreed to, 
Paragraph (i), as amended, adopted. 


On motion of Mr. Rhodes: 


Resolved: That paragraph (7) of subsection (1) of section twenty of 
Bill 19 be amended by inserting therein after the word “advances” in the 
first line of the said paragraph the words “for periods not exceeding six 
months.” 


Motion to amend agreed to. 


Paragraph (j), as amended, adopted, on division. 


Consideration of amendment proposed this day by Mr. Rhodes, viz: 
That the following be inserted as paragraph (j) of subsection (1) of 
section twenty of Bill 19: 

(7) make loans or advances to discount corporations engaged in the 
business of buying and selling bills of exchange and short-term 
government securities, such loans or advances to be for periods 
not exceeding thirty days and to be secured by the pledge or 
hypothecation of securities of the kinds and maturities defined 
in paragraphs (c), (e) and (g) of this subsection. 

Proposed amendment to be further considered. 
Paragraph (k) adopted. 


Consideration of amendment proposed by Mr. White (Mount Royal), on 


March 20, last, viz: 


That paragraph (/) of subsection (1) of section twenty of Bill 19 be 
- amended by striking out the words “promissory notes” where they occur 
in the fourth line of the said paragraph. 


Motion to amend agreed to. 


Paragraph (J), as amended, adopted. 
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Consideration of amendment proposed this day by Mr. Rhodes postponed: 


That paragraph (m) of subsection (1) of section twenty of Bill 19 be 
amended by inserting after the word “Bank” where it occurs in the third 
line of the said paragraph the words “or from any discount corporation 
doing the business described in paragraph (7) of this subsection.” 


Paragraphs (n), (0) and (p) adopted. 
Subsection (2) adopted. 


Section 21 considered. 
Paragraph (a) adopted. 


Consideration of amendment proposed by Mr, Coote, on May 29, last, viz: 


That paragraph (b) of section twenty-one of Bill 19 be amended by 
striking out the words “except the Bank for International Settlements.” 
Motion to amend lost, on division. 


Paragraph (b) adopted, on division. 

Paragraphs (6) to (f), both inclusive, adopted. 

Section 21 adopted. 

Section 22 adopted. 

Section 23 considered. 

Subsections (1), (2) and (3) adopted. 

Consideration of amendment proposed by Mr. Lapointe, on March 15, last, 


That section twenty-three of Bill 19 be amended by striking out 

subsection (4) of the said section and substituting therefor the following: 

(4) The notes shall be printed in the English and French languages 

and their form and material shall be subject to approval by the 
Minister. 


The following amendment proposed by Mr. Rhodes was accepted as a 


notice of motion: 


VIZ: 


That subsection (4) of section twenty-three of Bill 19 be amended 
by adding thereto the following: 


Provided that notes in either the English or the French lan- 
euage shall be available as required. 


Consideration of these proposed amendments postponed. 
Subsection (5) adopted. 
Section 24 stands for further consideration. 


Section 25 considered. 
Consideration of amendment proposed by Mr. Coote, on March 22, last, 


That subsection (1) of section twenty-five of Bill 19 be amended 
by striking out the words “and deposit liabilities”, after the word 
“notes” where they occur in the third line of the said subsection. 


Motion to amend lost. 


Subsection (1) adopted. 


The Committee took recess at 1.00 p.m. 
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AFTERNOON SESSION 


The Committee reconvened at 4.00 p.m. 


Consideration resumed of section 25 of Bill 19. 


In connection with the question raised at the meeting held on May 29, 
last, by Mr. Raymond re apparent lack of uniformity in translation of the 
word “director”, the Chairman read the following statement:— 

At the last meeting of the Committee, Mr. Raymond directed the atten- 
tion of the Committee to a lack of uniformity in the translation, in section 
ten of Bill 19, of the word “director”. In one line of that section, in the 
French version of the Bill, the word “administrateur” is used and in another, 
in the same section, the word “directeur”. 

Mr. Hackett suggested that the Clerk of the Committee take up the 
matter with the proper Oificer of the House. 

The Law Translator who had charge of the translation of Bill 19 directs 
attention to the interpretation clause of the Bill, where “administrateur” is 
defined. 

He points out that in The Bank Act the word “directeur” is used through- 
out; that in section 10, French version, of Bill 19, where “directeur” is used, 
it means “director of a chartered bank”; in all other cases ‘‘administrateur” 
means “director of The Bank of Canada”. 

Directors of European Central Banks are called, in French, “adminis- 
trateurs”; e.g. Bank for International Settlements. (See official French version 
of By-laws of Bank for International Settlements, 1930). 

The use of the word “directeurs’’, in Canada, to designate a director of our 
Central Bank might be confusing to European Central Banks. 

It was agreed that Mr. Raymond, and others interested, should discuss the 
matter further with the Law Translator. 


Consideration of amendment proposed by Mr. Spencer on May 29, last, viz: 

That section twenty-five of Bill 19 be amended by striking out all 

the words after the word “Bank” where it occurs in the second line of 
paragraph (a) of subsection (2) of the said subsection. 


Motion to amend lost. 


Consideration of amendment proposed by Mr. Coote, on March 22, 
last, viz: 

That subsection (2) of section twenty-five of Bill 19 be amended 
by striking out paragraph of the (a) subsection and substituting there- 
for the following: 

(a) gold coin and bullion and foreign exchange in the unrestricted 
ownership of the Bank to the amount of twenty-five per centum 
of the note issue. 


Motion to amend lost. 


Consideration of amendment proposed this day by Mr. Rhodes, viz: 

That subsection (2) of section twenty-five of Bill 19 be amended by 
striking out the portion of the said subsection which appears on page 
12 of the Bill and substituting therefor the following: 

(2) The reserve required by this section to be maintained shall consist of 
gold coin and bullion in the unrestricted ownership of the Bank 
equal to an amount not less than twenty-five per centum of the 
notes and deposit liabilities aforesaid; and may in addition 
include 
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(a) silver bullion received from the Minister under the next 
preceding section or purchased under the authority of section 
four hereof, valued at the market price of the fine silver 
content thereof; and 

(b) foreign exchange, which shall mean 
(i) balances with the Bank of England, the Bank for inter- 

national Settlements, the Federal Reserve Bank of New 
York, and a central bank in any country whose cur- 
rency by law and in fact is convertible on demand at 
a fixed price into exportable gold. 


Motion to amend agreed to. 
Subparagraph (ii) adopted. 
On motion of Mr. Rhodes: 


Resolved: That subparagraph (iii) of (b) of subsection (2) of section 
twenty-five of Bill 19 be amended by striking out the words “three months” 
where they occur in the second line of the said subparagraph and sub- 
stituting therefor the following: 


. 


ninety days excluding days of grace, or not exceeding ninety 
days after sight excluding days of grace 


Motion to amend agreed to. 


On motion of Mr. Rhodes: 


Resolved: That subsection (2) of section twenty-five of Bill 19 be 
amended by striking out the word “foreign” where it occurs in line 13 
on page 13 of the Bill. 


Motion to amend agreed to. 
Subsection (2), as amended, adopted. 


Consideration of amendment proposed by Mr. Coote on March 22, last, 


That subsection (3) of section twenty-five of Bill 19 be amended 
by striking out the words “and liabilities” in the fourth line of the said 
subsection. 


Motion to amend lost. 


On motion of Mr. Geary: 


Resolved: That subsection (3) of section twenty-five of Bill 19 be 
amended by inserting therein after the word “gold” in the third line of 
the said subsection the words “‘equal to an amount not less than”. 


Motion to amend agreed to. 


On motion of Mr. Rhodes: 


Resolved: That subsection (3) of section twenty-five of Bill 19 be 
further amended by inserting before the word “liabilities” in the fourth 
line of the said subsection the word “deposit”. 


Motion to thus further amend agreed to. 


Subsection (3) as amended, adopted. 
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Subsection (4) adopted. 
Section 26 stands for further consideration. 
Section 27 considered. 


Mr. 8S. H. Logan, Acting President, The Canadian Bankers’ Association, was 
called, made a statement and was examined thereon. 


Consideration of section 27 to be resumed at the next sitting of the Com- 
mittee. 


The Committee adjourned to meet on Tuesday, June 5, next, at 10 a.m. 
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Hovusr or CoMMONS, 
Turspay, June 5, 1934. 


The Select Standing Committee on Banking and Commerce met this day at 
10.00 a.m. 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Arthurs, Baker, Beynon, Bothwell, Bowman, 
Casgrain, Chaplin, Coote, Dorion, Duff, Ernst, Euler, Fraser (Cariboo), Gagnon, 
Geary, Hackett, Hanson (York-Sunbury), Howard, Irvine, Jacobs, Lapointe, 
Laurin, Mackenzie (Vancouver Centre), MacMillan (Saskatoon), McGibbon, 
Ralston, Raymond, Rhodes, Robinson, Sanderson, Smith (Cumberland), Smoke, 
Spencer, Stanley, White (London), White (Mount Royal), Willis.—37. 


The following proposed amendments to Bill 33, An Act to amend the Quebec 
Savings Banks Act, were accepted as notices of motion: 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section two thereof: 
2. Section five of the said Act is amended by adding thereto the 
following as subsection two: 

2. When by this Act a notice is required to be published in a 
newspaper for four weeks or any longer period, publication each week 
in a weekly newspaper, or once a week during the period in a news- 
paper published more frequently, shall be a sufficient publication for 
the purposes of this Act. 


Explanatory Note—As section five stands at present it would imply daily 
publication, whereas publication once a week during the period mentioned would 
suffice and be in conformity with similar provisions in the Bank Act. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section three thereof: 


3. Section thirty-two of the said Act is amended by striking out all 

the words after the word “may” at the end of the third line and by adding: 
from time to time pay any or all of the principal thereof, and any or 
all of the interest thereon, to or to the order of such person, unless 
before such payment the money so deposited in the bank is lawfully 
claimed as the property of some other person. 


Explanatory Note——This amendment, if adopted, will conform to similar 
amendments in section 95 of the Bank Act. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section four 
thereof:— 
4. Section thirty-three of the said Act is amended by adding thereto 
the following as subsection two:— 

2. An attaching or garnishee order or summons shall only affect 
and bind moneys to the credit of the debtor at the Branch, Agency or 
Office of the Bank where such order or summons or notice thereof is 

served. 
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Explanatory Note.—A subsection similar to the above was added to section 
96 of the Bank Act in 1923 and remains incorporated in the provisions of the 
revised Act. It is but natural that the Quebec Savings Banks Act should contain 
a similar provision inasmuch as both institutions operating thereunder conduct 
respectively 23 and 13 branch offices in addition to their principal office. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section five thereof:— 
5. Section thirty-four of the said Act is amended by inserting after 


the word “Canada” in clause (6) thereof the words “or in the Bank of 
Canada”. 


Explanatory Note.—%In view of the proposed establishment of the Bank of 
Canada it is natural to provide that deposits may be maintained therein as well 
as in the chartered banks. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section six thereof:— 


6. Section forty-seven of the said Act is amended by adding thereto 
the words “or in the Bank of Canada”. 


Explanatory Note—This amendment is proposed for the same reason as the 
amendment to section 34. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section seven 
thereof :— 
7. Section forty-nine of the said Act is repealed and the following 
substituted therefor:— 


1. The Inspector-General of Banks from time to time, but not less 
frequently than once in each calendar year, shall make or cause to be 
made an examination and inquiry into the affairs or business of the bank 
and report thereon to the Minister, and for such purposes the Inspector- 
General of Banks shall have, exercise and perform all the rights, powers 
and duties given to him under the provisions of the Bank Act. 

2. Provided an appropriation therefor has been made by Parliament, 
the salaries, remuneration and other expenses incidental to such inquiries 
or examinations shall be paid out of the Consolidated Revenue Fund and 
the Consolidated Revenue Fund shall be recouped for such outlay by an 
assessment upon the banks made in the same manner as is provided for 
similar outlays in respect of the examinations of chartered banks by the 
Inspector-General of Banks under the provisions of the Bank Act. 


Explanatory Note.—It is proposed by this amendment to make the banks 
incorporated under this Act subject to the same examination as the chartered 
banks under section 56 of the Bank Act. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section eight 
thereof :— 

8. Section fifty-five of the said Act is amended by striking out subsection 
two thereof and replacing it by the following:— 

(2) If any deposit made under the authority of this Act is subject to 

a trust of which the bank has notice, the receipt or cheque of the person 

in whose name any such deposit stands, or, if it stands in the names of 

two or more than two persons, the receipt or cheque of all such persons, 
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or of such of them as under the document creating the trust may be 
entitled to receive such deposit, shall, notwithstanding any trust to which 
such deposit is then subject, be a sufficient discharge to all concerned for 
the payment of any money payable in respect of such deposit, and the 
bank shall not be bound to see to the application of any money paid 
upon such receipt or cheque. 

(3) Except only in the case of a lawful claim by some other person 
before repayment, the receipt or cheque of the person in whose name any 
deposit stands, or, if it stands in the name of two persons, the receipt or 
cheque of one, or if it stands in the names of more than two persons the 
receipt or cheque of a majority of such persons, shall be a sufficient 
discharge to all concerned for the payment of any money payable in 
respect of such deposit. 


Explanatory Note-—These amendments are similar to amendments made to 
section 96 of the Bank Act. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section nine 
thereof :— 
9. Section fifty-eight of the said Act is repealed and the following 
substituted therefor: 

58. The bank shall within twenty days after the close of each 
calendar year transmit or deliver to the Minister, to be laid before 
Parliament, a return of shareholders as at the end of such calendar 
year showing the names, occupations and residences of such share- 
holders and the number of shares then respectively held by them, 
together with the amount, if any, remaining to be paid thereon. 


Explanatory Note——The purpose of this amendment is to provide specifically 
that such returns be made at the close of the calendar year, as is the case under 
the Bank Act. 


Proposed by Mr. Rhodes: 


! I move that the Bill be amended by inserting the following as section ten 
thereof :— 
10. Section fifty-nine of the said Act is amended by inserting after 
the word “return” in the third line thereof the words ‘‘as at the end of 
such calendar year”. 


Explanatory Note-—This amendment is for the same purpose as the amend- 
ment to section 58. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section eleven 
thereof :— 
11. Subsection three of section sixty-seven of the said Act is repealed 
and the following substituted therefor: 
67 (3) Any person appointed or selected by the Minister under 
section forty-eight of this Act shall be deemed to be an officer of 
the bank within the meaning of this section. 


Explanatory Note—The subsection as it now stands applied to persons 
appointed or selected by the Minister “to examine or inquire specially into 
any of the affairs or business of the bank.” The provision for special examina- 
tions or inquiries is, however, being eliminated by the repeal of section 49 and 
the substitution therefor of a new section providing for regular examinations by 
the Inspector-General of Banks. 
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Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section twelve 
thereof :— 

12. Section sixty-nine of the said Act is amended by inserting after 
the word “Dominion” in the second line thereof the words “or Bank 
of Canada.” 

Explanatory Note—This amendment is consequent upon the proposed 
establishment of the Bank of Canada. 


Proposed by Mr. Rhodes: 


That the Bill be amended by inserting the following as section thirteen 
thereof :— 
13. The Schedule of the said Act is amended by adding to Item 2 of 
Assets therein the words “or in the Bank of Canada.” 


Explanatory Note—This amendment is consequent upon the establishment 
of the Bank of Canada and the amendments proposed to sections 34 and 47 
of this Act. 


Consideration resumed of Bill 19, an Act to incorporate The Bank of 
Canada. 


Mr. W. C. Clark, Deputy Minister of Finance, Ottawa, Canada, was called, 
made a statement and was questioned thereon. 


Witness discharged. 


Mr. S. H. Logan, Toronto, Ontario, Acting President, The Canadian 
Bankers’ Association, was recalled, made a statement in reply to certain ques- 
tions raised on cross-examination at the last meeting. 


Witness discharged. 


Consideration of section 27. 
Subsection (1) adopted. 
Subsection (2) adopted, on division. 
Section 27 adopted, on division. 
Section 28 considered. 
_ Consideration of amendment proposed by Mr. Duff, on March 22, last, 
~ That clause 28 of Bill 19 be amended by striking out all the words 
after the word “basis” in the fifth line of the said clause and substituting 


therefor the following: ‘‘of the current market value at the date of the 
relevant transactions.” 


Motion to amend lost. 
Section 28 adopted. 
Section 29 adopted. 
Section 30 considered. 
_ Consideration of amendment proposed by Mr. Spencer, on March 15, last, 
= That section thirty of Bill 19 be amended by striking out all the 
words after the word “and” in the fifth line of the said section down to 


and including the word “half yearly” in the eighth line of the same section 
82684—83 
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and substituting therefor the following words: “after deducting an amount 
equal to five per centum of the paid-up capital which may be utilized 
for the payment of cumulative dividends at the rate of five per centum 
payable half-yearly”. 


Motion to amend, by Jeave, was withdrawn. 


Consideration of amendment proposed by Mr. Bowman, on March 20, last, 


ViZ:— 


That section thirty of Bill 19 be amended by striking out the word 
“six” where it occurs in the fifth line of the said section and substituting 
therefor the word “five”. 


On motion of Mr. Euler:— 


Resolved: That this amendment be amended by striking out the 
word “five” and substituting therefor the words “four and one-half”. 


Motion to amend the amendment declared carried. 


The names being called for, they were recorded as follows:—Yeas: Messieurs 


Baker, Beynon, Casgrain, Coote, Euler, Howard, Irvine, Lapointe, Ralston, Ray- 
mond, Sanderson, Smith (Cumberland), Stanley, White (Mount Royal) ,—14; 
Nays: Messieurs Arthurs, Chaplin, Duff, Fraser (Cariboo), Hackett, Robinson, 
White (London), Willis—8. Mr. Dorion, paired with Mr. Michaud, announced 
that had he voted he would have voted for the amendment. 


The motion to amend was again declared resolved in the affirmative. 


Section 30, as amended, adopted. 

Section 31 stands for further consideration. 
Section 32 adopted. 

Section 33 considered. 

Subsection (1) adopted. 


On motion of Mr. Ralston: — 


Resolved: That subsection (2) of section thirty-three of Bill 19 be 
amended by striking out the words “three months” where they occur in 
the eine of the said subsection and substituting therefor the words 
“six weeks”. 


Motion to amend agreed to. 
Subsection (2), as amended, adopted. 
Subsection (3) adopted. 

Section 33, as amended, adopted. 
Section 34 adopted. 

Section 35 considered. 


Consideration of amendment proposed by Mr. Rhodes, on May 31, last, 


Voie 


That subsection (1) of section thirty-five of Bill 19 be amended by 
deleting the word “March” in the second line of the said subsection and 
substituting therefor the word “February”. 


Motion to amend agreed to. 
Subsection (1), as amended, adopted. 
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_ Consideration of amendment proposed by Mr. Rhodes, on May 31, last, 
viz:— 

That subsection (2) of section thirty-five of Bill 19 be amended by 
deleting the word ‘twenty-five’ where it occurs in the fourth line of the 
said subsection and substituting therefor the words “one hundred” and 
by deleting the words “five hundred” where they occur in the fifth line of 
the same subsection and substituting therefor the words ‘‘one thousand”’. 


Motion to amend agreed to. 
Subsection (2), as amended, adopted. 


Subsection (3) stands for further consideration. Mr. Coote proposed the 
following amendment, which was accepted as a notice of motion:— 


That section thirty-five of Bill 19 be amended by adding to subsection 
(3) the following:—“but no person, other than the Minister, shall vote 
for more than fifty shares”. 


Subsections (4) and (5) adopted. 
Sections 36 to 41, both inclusive, adopted. 


Section 42 considered. 
Subsection (1), paragraphs (a) to (f), both inclusive, adopted. 


On motion of Mr. Rhodes:— 


Resolved: That paragraph (g) of subsection (1) of section forty-two 
of Bill 19 be amended by deleting the word “affairs” where it occurs in 
the second line of the said paragraph and substituting therefor the word 
“undertaking”. 


Motion to amend agreed to. 
Subsection (1), as amended, adopted. 


Subsection (2) adopted. 


On motion of Mr. Jacobs:— 
Resolved: That section forty-two of Bill 19 be amended by deleting 
subsection (3). 


Motion to amend agreed to. 

Subsection (4), to be renumbered (3), adopted. 
Section 42, as amended, adopted. 

Section 43 stands for further consideration. 


Schedules A, B and C adopted. 


The following amendment proposed by Mr. Rhodes was accepted as a 
notice of motion: viz:— 

That section five be reconsidered and that it be amended by adding 

thereto the following as subsection (2) :— 

(2) In addition to the Members of the Board as constituted by sub- 
section (1) of this section, the Deputy Minister of Finance, or, 
in case of his absence or incapacity at any time, such other 
officer of the Department of Finance as the Minister may 
nominate for the time being, shall be by virtue of his office or of 
such nomination, as the case may be, a member of the Board, but 
shall not have the right to vote. 
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Section 6 further considered. 


Consideration of amendment thereto, proposed by Mr. Rhodes, accepted as 
a notice of motion and, by leave, considered forthwith:— 
That subsection (2) of section six of Bill 19 be amended by striking 
out paragraph (d) and substituting therefor the following:— 

(d) is a director, officer or employee of any other bank or 
financial institution or has an interest as a shareholder in any bank 
or other financial institution. 

Note: Paragraph (d) in the Bill reads “..... or has an interest 
as shareholder in any chartered bank or other financial institution 
in Canada”, The words in italic are now omitted. 


Motion to amend agreed to. 


Amendment proposed by Mr. Raymond, on March 20, last, viz: — 


That section six of Bill 19 be amended by adding to paragraph (d) 
of subsection (2) of the said section, after the word “Canada”, at the 
end of the paragraph, the following words: “or elswhere”, further con- 
sidered and was, by leave, withdrawn. 


Subsection (2), as amended, adopted. 
Section 6, as amended, adopted. 


Section 7 further considered. 


Consideration of amendment proposed by Mr. Rhodes, on May 29, last, viz: 

That subsection (1) of section seven of Bill 19 be amended by striking 

out the words at the end of the subsection “or at a meeting of shareholders” 

and substituting therefor the words “or by the Executive Committee or 
by a meeting of shareholders”. 


Motion to amend agreed to. 
Subsection (1), as amended, adopted. 
Subsections (2), (3) and (4) adopted. 
Section 7, as amended, adopted. 
Section 8 further considered. 


The following amendment thereto, proposed by Mr. Rhodes, was accepted 
as a notice of motion and was, by leave, considered forthwith: 
That section eight of Bill 19 be amended as follows: 
1. By striking out subsection (1) and substituting therefor the 
following: 
‘““(1) The Governor, Deputy Governor and Assistant Deputy 
Governor shall each be appointed as hereinafter provided for 
a term of seven years or, in the case of the first Governor, Deputy 
Governor and Assistant Deputy Governor, for such shorter period 
as the Governor in Council may determine. 
2. By adding the following as subsection (5): 
(5) The Governor, Deputy Governor and Assistant Deputy 
Governor shall each hold office for the aforesaid term during 
good behaviour. 


Subsection (1) stands for further consideration. 
Subsections (2), (3) and (4) adopted. 


Subsection (5), as now proposed, agreed to. 
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Section 9 further considered. 


Amendment proposed by Mr. Coote, on May 29, last, viz: 


That section nine of Bill 19 be amended by providing that the Minister 
of Finance should ez officio be a Director of the Bank 


was considered, and, by leave, was withdrawn. 


The following amendment to the said section, proposed by Mr. Rhodes was 
accepted as a notice of motion and was, by leave, considered forthwith: 
That subsection (1) of section nine of Bill 19 be struck out and the 
following substituted therefor: 

9. (1) Notwithstanding anything contained in section ten of this Act, the 
first, or provisional, directors of the Bank shall be the following mem- 
bers of the Civil Service of Canada, namely, The Deputy Minister of 
Finance; The Counsellor of the Department of External Affairs; The 
Comptroller, Government Guarantees; The Comptroller of the 
Treasury; The Comptroller of Currency; The Director of Estimates 
and Assistant Secretary to the Treasury Board; and The Solicitor to 
the Treasury who shall remain in office until replaced by directors 
duly elected in their stead at the first general meeting of shareholders. 
The said first of provisional directors shall serve without remuneration. 

(2) At the first general meeting of shareholders aforesaid, directors 
shall be elected for terms to run as follows: one until the third annual 
general meeting, two until the fourth annual general meeting, two 
until the fifth annual general meeting and two until the sixth annual 
general meeting respectively. 


These amendments stand for further consideration. 


Consideration of amendment proposed by Mr. Ralston, on May 31, last, viz: 


(To provide for four Shareholder Directors and three State 
Directors. .. In addition, the Governor and Deputy Governor are appointed 
or approved by the State). (For terms of admendment, see Minutes of 
Proceedings, May 31, 1934, at p. 104.) 


Motion to thus amend declared lost. 


The names being called for they were taken down as follows: Yeas, Mes- 
sieurs Casgrain, Coote, Howard, Irvine, Lapointe, Ralston, Raymond, Sanderson 
—8; Nays, Messieurs Baker, Chaplin, Fraser (Cariboo), Hackett, McGibbon, 
Rhodes, Robinson, Stanley, White (London), white (Mount Royal), Willis—11. 


The motion was again declared passed in the negative. 


The Committee took recess at 1.00 p.m. 


AFTERNOON SESSION 
The Committee reconvened at 4.00 p.m. 


Consideration resumed of section 9 of Bill 19. 
Amendment proposed by Mr. Rhodes this day, agreed to, on division. 
Subsections (2), (3) and (4) adopted. 


Section 9, as amended, adopted, on division. 
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Section 10 further considered. 


The following amendment, proposed by Mr. Rhodes, was accepted as a 
notice of motion and, by leave, was considered forthwith: That section ten of 
Bill 19 be amended as follows: 

1. By striking out subsection (1) and substituting therefor the following: 
““(1) No person except a shareholder who is the registered owner of 
ten shares of the capital stock and who has paid all calls thereon 
shall be elected or shall continue to hold office as a director. 
2. By striking out the words “appointed or” where they occur in the first 
line of subsection (3) of the said section. 


Subsection (1), as amended, adopted. 
Subsection (2) adopted. 


On motion of Mr. MeGibbon: 
Resolved: That subsection (3) of section ten of Bill 19 be further 
amended by deleting paragraph (b), viz: is a member of either House of 
Parliament or of a Provincial Legislature. 


Motion to thus further amend agreed to. 
Subsection (3), as amended, adopted. 
Subsection (4) adopted, on division. 

Section 10, as amended, adopted, on division. 
Section 13 further considered. 

Subsection (2) adopted. 


Consideration of amendment proposed by Mr. Ralston, on May 31, last, viz 
(To require ratification of the Acts and decisions of the Executive Committee by 
the Board) (For text of amendment, see Minutes of Proceedings, May 31, 1934, 
p. 105.) 


Motion to thus amend, lost. 


The following amendment, proposed by Mr. Rhodes, was accepted as a 
notice of motion and, by leave, was considered forthwith, viz: 

That section thirteen of Bill 19 be amended by adding thereto the 

following as subsection (5): 

(5) In addition to the Members of the Executive Committee as 
constituted by subsection (1) of this section, the Deputy Minister 
of Finance or, in case of his absence or incapacity at any time, 
such other officer of the Department of Finance as the Minister 
may nominate for the time being shall be by virtue of his office 
or of such nomination, as the case may be, a member of the 
Executive Committee, but shall not have the right to vote. 


Motion to thus amend agreed to. 


Consideration of amendment proposed by Mr. Ralston, on May 31, last, 
(To empower Deputy Minister of Finance to attend meetings of the Board and 
of the Executive Committee in a consultative capacity). (For text of proposed 
amendment, see Minutes of Proceedings, May 31, 1934, at p. 105.) 


The Deputy Minister of Finance (Mr. W. C. Clark) was heard. In view 
of the previous amendment adopted, it was agreed that, by leave, Mr. Ralston 
should withdraw his amendment, without prejudice to his right to propose the 
same, or a similar, amendment when the Bill, as amended and reported, shall 
be under consideration by the Committee of the Whole. 


Section 13, as amended, adopted. 
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On motion of Mr. Ralston: 


Resolved: That the following be added to Bill 19 as section 13A 
thereof: 
13A. No action or decision of the Board of Directors, or of 
the Executive Committee, shall have any effect unless the same is 
concurred in by the Governor, or in his absence or incapacity, by 
the Deputy Governor. 


Motion to thus amend agreed to, and on a standing vote, Yeas, 7; Nays, 6. 
Section 13A adopted. 


On motion of Mr. Hackett: 


Resolved: That section sixteen of Bill 19 be reconsidered and be 
amended by inserting the following after subsection (8) thereof: 

“or a trustee holding shares in trust for the beneficial interest of a 

British subject or corporations qualified to hold said shares.” 


Motion to thus amend lost on a standing vote: Yeas, 2; Nays, 10. 

Section 20 further considered. 

Amendment proposed by Mr. Rhodes, on May 31, last, to paragraph (7) of 
subsection (1) of section twenty, viz: 


That the following be inserted as paragraph (j) of subsection (1) of 
section twenty of Bill 19: 

(j) make loans or advances to discount corporations engaged in the 
business of buying and selling bills of exchange and short-term 
government securities, such loans or advances to be for periods 
not exceeding thirty days and to be secured by the pledge or 
hypothecation of securities of the kinds and maturities defined 
in paragraphs (c), (e) and (g) of this subsection. 


was further considered and, by leave, was withdrawn. 


Amendment proposed by Mr. Rhodes, on May 31, last, to paragraph (m) 
of subsection (1) of section twenty, viz: 


That paragraph (m) of subsection (1) of section twenty of Bill 19 be 
amended by inserting after the word “Bank” where it occurs in the third 
line of the said paragraph the words “or from any discount corporation 
doing the business described in paragraph (j) of this subsection.” 


was further considered and, by leave, was withdrawn. 


On motion of Mr. Rhodes: 


Resolved: That paragraph (d) of subsection (1) of section twenty 
of Bill 19 be amended by inserting in line seven of the said paragraph, 
immediately preceding the words ‘‘in excess,” the words “of a par value.” 


Section 20, as amended, adopted. 
Section 24 further considered. 


Consideration of Mr. Irvine’s amendment, proposed on May 29, last, to 
strike out subsections (1) and (2) of the said section. 


Subsections (1) (2) and (8) adopted, on division. 
Subsections (4), (5) and (6) adopted. 
Section 24 adopted, on division. 


Section 25 further considered and adopted, as amended. 
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Section 26 further considered. 


The following amendment thereto, proposed by Mr. Rhodes, was accepted 
as a notice of motion and was, by leave, considered forthwith, viz: 


That section twenty-six of Bill 19 be amended as follows: 


1. By striking out subsection (1) and substituting the following 
therefor: 
(1) Every chartered bank shall on and after the day on which 


the Bank is authorized to commence business maintain a 
reserve of not less than five per centum of its deposit lia- 
bilities within Canada and such reserve shall consist of a 
deposit with the Bank and of notes of the Bank held by 
such bank. 


2. By inserting the following as subsections (2) and (3) thereof: 
(2) For the purposes of this section, every chartered bank shall 


(3) 


make a return to the Bank to be signed by the chief account- 
ant or acting chief accountant and by the general manager 
or acting general manager of such bank, showing the 
amount of its deposit liabilities within Canada and also 
the amount of its deposit with the Bank and the amount 
of the notes of the Bank held by such bank, at the end of 
each juridical day of the month last preceding the date 
of the return, and showing for the month the daily average 
amount of such deposit liabilities and of its deposit with 
the Bank and of the notes of the Bank held by such bank. 
Such return shall be delivered or transmitted to the Bank 
at the same time as the return to the Minister, pursuant 
to section one hundred and twelve of The Bank Act, is 
transmitted or delivered. 

The daily average amount of deposit liabilities within Can- 
ada for each chartered bank shall be the basis of determining 
the amount of the reserve to be maintained by such bank 
during the month next following the month in which such 
return was made. 


3. By striking out the words “the preceding subsection where they 
occur in the second line of subsection (2) and substituting there- 
for the words “this section” and by striking out the words 
“deposit maintained by it with the Bank” where they occur 
in the sixth line of the same subsection and substituting therefor 
the words “reserve maintained by the chartered banks.” 


4. By renumbering subsections (2) and (3) to read (4) and (5) 
respectively. 


5. By striking out subsection (4) and substituting the following as 
subsection (6): 


(6) 


In the event of the property and assets of the Bank being 
insufficient to pay its debts and liabilities, and if the Bank 
suspends payment of any of its liabilities, the deposit made 
hereunder by every chartered bank is hereby guaranteed, 
and the Governor in Council, on the recommendation of 
the Minister of Finance, shall authorize payment out of 
the Consolidated Revenue Fund of such moneys as may 
be necessary to implement such guarantee. 


Motion to amend agreed to, on division. 


Section 26, as amended adopted. 
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Section 23 further considered. 


Consideration of amendment proposed by Mr. Lapointe on March 15, last, 
viz: 
That section twenty-three of Bill 19 be amended by striking out sub- 
section (4) and substituting therefor the following: 
(4) The notes shall be printed in the English and French 
languages and their form and material shall be subject to 
approval by the Minister. 


Motion to amend declared lost. 


The names being called for, they were recorded as follows: Yeas: Messieurs 
Casgrain, Howard, Lapointe, Mackenzie (Vancouver Centre), Ralston, Ray- 
mond.—6. Nays: Messieurs Baker, Chaplin, Coote, Ernst, Fraser (Cariboo), 
Hackett, Irvine, MacMillan (Saskatoon), Robinson, Smoke, Spencer, Stanley, 
White (London), White (Mount Royal) —14. Messrs. Dorion and Gagnon 
announced that had they not been paired they would have voted against the 
amendment. 


The motion to amend was again declared passed in the negative. 


Consideration of amendment proposed by Mr. Rhodes on May 31 last, viz: — 

That subsection (4) of section twenty-three of Bill 19 be amended by 

adding thereto the following: Provided that notes in either the English or 
the French language shall be available as required. 


Motion to amend declared carried. 


The names being called for they were taken down as follows: Yeas: 
Messieurs Baker, Casgrain, Chaplin, Coote, Ernst, Fraser (Cariboo), Hackett, 
Howard, Irvine, Lapointe, Mackenzie (Vancouver Centre), MacMillan (Saska- 
toon), Ralston, Raymond, Robinson, Smoke, Spencer, Stanley, White (London), 
White (Mount Royal) —20. Nays: 0. Messieurs Dorion, Gagnon and Jacobs 
announced that they were paired and that if they had voted they would have 
voted in favour of the amendment. 


The motion to amend was again declared resolved in the affirmative. 
Subsection (5) adopted. 
Section 23, as amended, adopted. 
Section 35 further considered. 
Amendment to subsection (3) proposed this day by Mr. Coote considered, 
viz:— 
That section thirty-five of Bill 19 be amended by adding to subsec- 
tion (3) of the said section the following: — 
But no person, other than the Minister, shall vote for more than 
fifty shares. 
Motion to amend agreed to. 


Subsection (5), as-amended, adopted. 


The following amendment, proposed by Mr. Hackett, was accepted as a 
notice of motion and, by leave, was considered forthwith: — 
That section thirty-five of Bill 19 be amended by adding the follow- 
ing to subsection (4) of the said section:— 
A trustee holding shares in trust for the heneficial interest of any 
qualified shareholder shall have one vote for each such share so 
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registered in his name. In any case the trustee shall inform the 

scrutineers appointed at the meeting of the name of the British 

subject and/or the corporation for whom he holds the said shares 
= sam test: 


Motion to thus amend lost. 
Section 35, as amended, adopted. 


On motion of Mr. Rhodes: 
Resolved: That Bill 19 be amended by striking therefrom section forty- 


three of the said Bill. 


last, viz:— 


Motion to thus amend agreed to. 

Section 31 further considered. 

Subsection (6) adopted. 

Section 31 adopted. 

Section 5 further considered. | 


Consideration of amendment therto, proposed this day by Mr. Rhodes, viz:— 


That section five of Bill 19 be reconsidered and that it be amended | 
by adding thereto as subsection (2) the following:— | 


(2) In addition to the Members of the Board as constituted by 
subsection (1) of this section, the Deputy Minister of Finance or, in 
case of his absence or incapacity at any time, such other officer of the 
Department of Finance as the Minister may nominate for the time 
being, shall be, by virtue of his office or of such nomination, as the 
case may be, a member of the Board, but shall not have the right 
to vote. 


Motion to thus amend agreed to. 

Section 5, as amended, adopted. 

Section 8 further considered, and adopted, as amended. 
Consideration of the Preamble. 


Consideration of amendment thereto, proposed by Mr. Spencer on May 17, 


That the preamble of Bill 19 be amended by inserting after the word 
“ Canada” in the second line of the said preamble the words “to make 
use of the national credit at cost for governmental services and.” 


Motion to amend lost. 
Preamble adopted. 
Title carried. 


On motion of Mr. Hackett: 


Ordered: That Bill 19, An Act to incorporate the Bank of Canada 
be reported with amendments. 


The Committee adjourned to meet on Thursday, June 7, next, at 10.30 a.m. 
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Howusre or CoMMONS, 
Tuurspay, June 14, 1934. 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m, 


Mr. R. B. Hanson in the Chair. 


Members present: Messieurs Bothwell, Chaplin, Coote, Dorion, Fraser 
(Cariboo), Geary, Hackett, Hanson (York-Sunbury), Jacobs, Lapointe, Mac- 
kenzie (Vancouver Centre), Michaud, Power, Smith (Cumberland), Smoke, 
Spencer, Sullivan, Vallance, White (Londen), White (Mount Royal)—20. 


After consideration of a Private Bill on the Order Paper of the Committee, 
Mr. Hanson read the following, which was submitted as a draft report:— 


Your Committee has considered, during the session, inter alia, Bill No. 18, 
An Act respecting Banks and Banking, which was reported to this House, with 
amendments, on May 17, last. 

At the first meeting of the Committee, on March 6, last, it was moved by 
Mr. Power, seconded by Mr. Vallance:— 

That before proceeding to the consideration clause by clause, of Bill No. 18, 
the Select Standing Committee on Banking and Commerce inquire into:— 


1. The interlocking of directorates as between banks, trust companies, 
insurance companies and important industrial concerns and the effect of 
such interlocking directorates on the general financial and economic con- 
dition of the country; 

2. The general policies adopted by the chartered banks to combat 
the effects of the depression, and to what extent the said banks are 
responsible for the drastic deflation from which the country suffered and 
is still suffering; 

3. The circumstances which brought about the enactment of Order in 
Council, P.C. 2693, of October 27, 1931, permitting the chartered banks to 
show investment securities in their monthly and annual financial state- 
ments at a valuation other than the actual or market value thereof; 

4. Relations of the chartered banks to the wheat pools, and the 
extent to which the guarantees by the Dominion Government to the banks 
of the said pools’ grain market account was utilized for the purpose of 
speculating in wheat on the Winnipeg or Chicago grain pits; 

5. The relationship between the chartered banks or any of them and 
the Canadian Pacific Railway Company and the circumstances which 
brought about the guarantee by the Dominion of Canada of a loan of 
sixty million dollars to the said Railway Company; 

6. The relationship between the banks or any of them and the pulp 
and paper industry and the extent to which the uncontrolled extension 
of credit brought about over-capitalization and over-expansion and the 
subsequent disorganization and near bankruptcy of an industry dealing 
in some of the most valuable of our natural resources. 

And for the purposes of obtaining information on the matters and 


things hereinabove enumerated, witnesses shall be called, including Sir 
Herbert S. Holt, K.B., President, The Royal Bank of Canada, Sir Charles 
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B. Gordon, G.B.E., President, Bank of Montreal, and such other bank 
presidents and directors as the Committee may deem it advisable to 
summon. 

And that counsel learned in the law shall be appointed to assist the 
Committee in its investigation. 

Your Committee decided to accept this as a notice of motion. 

It was later resolved that the subject matter of the motion hereinbefore 
set out be discussed when the cognate sections of Bill 18 would be under con- 
sideration and that a sub-committee, to be appointed, should determine the 
witnesses to be summoned and the order of their appearance before your Com- 
mittee. 

Since its original sitting your Committee held 47 meetings and howd 25, 
witnesses. 

A Copy of the Minutes of Proceedings and Evidence is tabled herewith, 

The Minutes of Evidence also contain the submissions of certain witnesses 
in connection with the consideration of Bill No. 19, An Act to incorporate The 
Bank of Canada, which was referred to your Committee on March 9, last, and 
was reported, with amendments, on June 6, instant. 

Your Committee recommends that the orders of reierence, reports, pro- 
ceedings and evidence, together with a list of the exhibits, be printed both as an 
appendix to the Journals of the House and in blue book form, 1,000 copies of 
the latter form to be printed in the English language and 500 copies in the 
French language; and that Standing Order 64 be suspended in relation thereto. 


On motion of Mr. Hackett: 


Resolved: That the report hereinbefore set out be adopted. 
Discussion followed. 


On motion of Mr. Mackenzie (Vancouver Centre): 


Resolved: That the following be added to the Report now under 
discussion :— 

That this Committee recommends to the House that during the 
next session of Parliament a further investigation of the question of 
National Credit be made by the Select Standing Committee on Bank- 
ing and Commerce appointed for the session of 1935. 


The question being put on the motion thus to amend, it was declared lost. 


The names being called for, they were recorded as follows: Yeas: Messieurs 
Coote, Lapointe, Michaud, Power—4: Nays: Messieurs Chaplin, Dorion, Fraser 
(Cariboo), Hackett, Smoke, Sulliv an, White (London), White (Mount Royal) 
= Messrs, Mackenzie (Vaneouver Centre) and Spencer announced that had 
they not been paired, they would have voted in favour of the motion to amend. 


The motion to amend was again declared passed in the negative. 


On motion of Mr. Coote: 


Resolved: That the report under consideration be amended by add- 
ing thereto the following: 


Your Committee, during the current session, considered the following Bills 
which have been reported, with amendments, to this House: Bill No. 18, An 
Act respecting Banks and Banking, and Bill No. 19, An Act to incorporate the 
Bank of Canada. 


BANKING AND COMMERCE 127 


Concurrent with the consideration of Bill No. 18, the following matters 
were inquired into, and witnesses heard thereon:— 


1. The interlocking of directorates as between Canadian chartered 
banks, trust companies and important industrial concerns and the effect 
of such interlocking of directorates upon the general financial and 
economic welfare of the country; 


2. The general policies adopted by the chartered banks of Canada 
to combat the effects of the still-existing economic depression and the 
drastic deflation consequent thereupon; 


3. The relationship between the Canadian chartered banks and the 
Wheat Pools and the Government guarantee of the said Pools’ grain 
market account; 

4. The relationship between certain Canadian chartered banks and 
the Canadian Pacific Railway Company and the guarantee by the Gov- 
ernment of Canada of a loan of sixty million dollars by those banks to 
the said Railway Company; 

5. The relationship between the Canadian chartered banks, or some 
of them, and the pulp and paper industry. 


Your Committee sincerely regrets that entirely inadequate consideration 
was given to some of the items set out above, as the time at the disposal of your 
Committee was insufficient. 

The main impediment, however, to the proper investigation of these matters 
was the failure of the Committee to avail itself of the leave granted by this 
House to employ and appoint counsel learned in the law to assist in the inquiry. 


Your Committee was asked to consider the relationship of the chartered 
banks of Canada not only to the pulp and paper industry but also to “ other 
major industries.” This request was not considered. 


Your Committee, therefore recommends that at the next session of 
Parliament the Select Standing Committee on Banking and Commerce 
be empowered to consider the degree to which the extension of credit by 
the Canadian chartered banks brought about over-capitalization and over- 
expansion in major Canadian industries and the consequent disorganization in 
such industries involving the most valuable of Canada’s natural resources; and 
to investigate the role played in that disorganization by the over-zealous sales- 
manship of séi-disant investment bankers, with power to send for persons, papers 
and records and with instructions that counsel learned in the law and such other 
persons as may be designated by the Committee be appointed to assist the said 
Committee in its inquiry. 

Your Committee regrets that it was thought inopportune to hear submis- 
sions from J. Maynard Keynes, Esq., of London, England, and others who have 
given serious thought to those economic and social factors of which a careful 
and adequate consideration should have preceded the establishment of a central 
bank in Canada. 

Your Committee, therefore, recommends that at the next session of Parlia- 
ment a Select Special Committee be appointed whose duty it shall be to con- 
sider, inter alia, the regulation of credit and currency; the control and protec- 
tion of the external value of the national monetary unity and the basis, if any, 
which should underlie that unit; the influences which cause fluctuations in the 
general level of trade, production, prices, and employment and the proper 
monetary action necessary to mitigate those fluctuations and, generally, the 
promotion of the economic and financial welfare of the people of the Dominion 
of Canada, with power to send for persons, papers and records and with instruc- 


128 SELECT STANDING COMMITTEE 


tions to report from time to time to this House of Commons any recommenda- 
tions which, if Parliament should so decide, should be referred to the Executive 
Committee and/or the Board of the Bank of Canada for consideration and such 
action as, in the premises, might be deemed necessary to attain the objects set 
out in the preamble of the Act to incorporate the said Bank of Canada. 


Discussion followed. 
The motion thus to amend was declared lost, on division. 


The question of the adoption of the draft report being put, it was agreed 
to on division and it was 


Ordered: That the Committee report accordingly. 


On motion of Mr, Mackenzie (Vancouver Centre): 


Resolved: That this Committee express its cordial thanks to the Chairman 
for his fairness, ability and courtesy during our recent deliberations. Adopted 
unanimously, 


The Chairman thanked the Committee for its diligent attendance and 
industry and took “ this opportunity ” to express his “ appreciation” of the 
“unfailing courtesy, diligence and industry ” of the Clerk of the Committee 
during the “ very exhausting ” sittings of the Committee. Messieurs Coote, 
Mackenzie (Vancouver Centre) and Sullivan were “ pleased to concur heartily 
in this vote of thanks to the Clerk.” 


The Committee adjourned to meet on Thursday, June 21, next, at 11 a.m. 


Tee MchvViOys 
Clerk of the Committee. 


DISCUSSION 


House or ComMons, 
Turspay, March 138, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. R. B. Hanson in the Chair. 


The Cuarrman: I have received a great many communications with 
respect to different clauses of the bill. I have one here, from Colonel Geary, 
with respect to the position of auditors. As the bill stands now, section 55 (17) 
prohibits any auditors, who are employed by a bank, from doing any other 
work for the bank excepting the auditing of the bank by such auditors or their 
firms. I believe auditors want to be heard on that point. I have also received 
a communication from a group of bank clerks in western Ontario, complaining 
about the wages paid by banks to bank clerks. I have received several com- 
munications with respect to the alleged exorbitant charges by banks, in defiance 
of certain clauses of the bill. That is being rectified this year. 

Perhaps it would be well to leave communications over until the appropriate 
clauses are reached, but I thought I ought to make reference to them, in justice 
to the people who are writing in to me. 

Mr. Irvine: May I ask what you are discussing, sir? 

The CHAIRMAN: Communications. 

Mr. Geary: The proposal as made to me was that this section 55 (17) be 
considered at a date to be named, so that we would suit the convenience of those 
different people. 

The CHAIRMAN: Can you have your people here on Thursday? 

Mr. Geary: I cannot tell you. I am awaiting a reply; I will get in touch 
with you on Thursday. I doubt if they can come on Thursday, but I will get 
in touch with them and let you know. 

The CHarRMAN: Suppose we say we shall hear the auditors next Tuesday. 
That will give them lots of time. We have to make some definite commitments 
with respect to these matters. 

Mr. Gary: I shall have a communication from them on Thursday. 

The CuatrrMAn: It will stand until Thursday. 

Mr. Brynon: You spoke of the communications you had respecting cer- 
tain sections of the bill. I propose an amendment to section 91 as follows— 

The CHairMAN: Is that the section— 

Mr. Beynon: It is the section in regard to restriction of interest. I think 
it would be well if I gave notice of motion this morning. 

The CuHatrMAN: I shall call for notices of motion right away. Are there 
any notices of motion to be filed? 

(Notices of motion were filed by Messieurs Rhodes, Casgrain, Beynon, 
McGibbon, Spencer, Morand, Howard and Irvine. Proposed amendments are 
set out in minutes of proceedings of to-day’s date). 

Hon. Mr. Macxenzin: Are you dealing only with notices of motion under 
bill 18? 
The CHaiRMAN: I am calling notices under bill 18. 
129 
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Mr. Coorr: In view of the fact that the committee is considering an inves- 
tigation of interlocking directorates, I move that each of the chartered banks be 
asked to furnish the committee a statement showing the name, occupation and 
address of each director, and a list of the companies of which he is a partner 
or director. 


The CHARMAN: Will you hold that? 

Mr. Coorr: I will put the notice in. 

The CHaiRMAN: We have not reached that stage yet. 
Mr. Coorz: I thought you wanted the notices of motion. 


The CuatrMan: Gentlemen, Mr. Rhodes has a statement to make to the 
committee. We have come now to the orders of the day, and I think this is the 
proper place to hear that statement. 

Hon. Mr. Ruoprs: Mr. Chairman, the motion of Mr. Power refers to a 
number of subjects, some of which, under the rules of procedure, are beyond the 
scope of the reference which is bill No. 18, an act respecting banks and banking. 

Nevertheless, it is the view of the government that many, if not all, of the 
subject matters referred to in the resolution, are of such a character as to enable 
them to be considered under the cognate sections of the bill as and when the 
same are under review and that any questions not specifically referable to any 
particular section of the bill could be considered when the title is under con- 
sideration. 

Speaking for the government, I wish to say that it is our desire that there 
should be no suggestion of narrowing the inquiry. 

With respect to those topics which are within the purview of governmental 
activity, the government especially welcomes the most thorough investigation. 

Mr. CuatrmMan: Gentlemen, Mr. Power’s motion calls for the consideration 
of the matter therein referred to before the bill is taken up clause by clause. 
The statement just read by the minister suggests that the subject matters of that 
resolution shall be taken up under the cognate, or relative, sections of the bill. 
What is the pleasure of the committee? 

Hon. Mr. Mackenziz (Vancouver Centre): Mr. Chairman, I think we are 
pretty well satisfied with the statement made by the Hon. Minister of Finance. 
I am afraid, though it is not mentioned, it may have the effect of limiting the 
full scope of the resolution moved by Mr. Power. I think we could possibly 
agree, if the committee understood exactly under which section of the bill we 
are to consider the various sub-clauses of his motion. Take clause 2, dealing 
with interlocking of directorates. We are asking that interlocking directorates 
and pulp and paper financing be investigated. If the committee were 
apprised, before hand, under what section of the bill we could investigate those 
matters, we would all be satisfied. In other words, I am afraid it might be 
unconsciously limiting the full scope of the inquiry as mentioned by the min- 
ister. Do you follow me? 

The CHAIRMAN: Yes. 


Hon. Mr. Mackenzie: I have no objection at all to going on with those sub- 
headings under the proper sections of the bill, if we were sure that we would 
have full scope to investigate under those sections, and if we were apprised 
what those sections would be before we disposed of the resolution. 

The CuHarrMan: Ordinarily, any topic which is not relevant to any par- 
ticular section may be considered under the preamble. There is no preamble to 
Bill 18, but there is a title, and we can always ring in a discussion or 
an investigation under consideration of the title. I agree with Mr. Macken- 
zie that with some of this subject matter it may be difficult to say under what 
particular section it can be considered and disposed of. But I am sure that we 
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shall be able to agree, having regard to the statement made by the minister, 
that the resolution is to be considered as in order. I think we shall be able to 
agree on some particular relevant section under which each and every one of 
these matters may be dealt with. I would invite the members of the committee 
to give some study to that aspect of the problem. For instance, interlocking 
directorates. There is no trouble about that, because we can deal with that 
under the clause of the bill relevant to directorates. I have not gone through 
the bill with a view to arriving at any conclusion in my own mind as to the 
other clauses under which some of this subject matter may be dealt with, but 
I have no doubt we can arrive at a conclusion. While I am on my feet, gentle- 
men, I should lke to make this observation: there is no doubt that, under strict 
parliamentary law, there is a grave question—I will put it that way—as to the 
jurisdiction of the committee to consider these matters without instruction from 
the House. Nevertheless, it seems to be the consensus of opinion that we should 
consider these matters, and I would like to say, in view of the statement of the 
minister on behalf of the government—without attempting to waive the rules of 
parliament—that it should be understood that such action on the part of this 
committee, and the procedure thereunder, is not to be considered as creating a 
precedent for this committee or any other committee. The idea in making that 
statement is, that we must do things in an orderly way and not travel outside 
the purview of our order of reference, because, if we do, there is no knowing 
where we may end. I would like to have this reference inserted in the minutes 
for the guidance of those who may be chairmen of the committee in the future, 
so this discussion is being reported verbatim. 

Hon. Mr. Mackenzin: My suggestion is, Mr. Chairman, that we should 
have a sub-committee to inform the main committee on our orders of the day, 
giving us a week’s notice, or two days’ notice, as to what things are likely to be 
discussed, say, next Tuesday, or Thursday. 

Mr. Power: Under section 5, which is the first section of the Bill as to 
which notice of motion has been given, would be the proper place to discuss most 
of the items mentioned in the motion which I made the other day. There is no 
preamble to this bill and that is the section which is the most important of the 
whole bill, and I would suggest that that be the one under which the items which, 
apparently, have no home anywhere else could be discussed, and since that is the 
first section to be brought up I will go one step further and say we should dis- 
cuss this matter now, or as soon as arrangements can be made to bring wit- 
nesses. 

The CuatrmMan: It has been suggested that the Inspector General of Banks, 
Mr. Tompkins, who is here, will give particular study to the subject matter 
raised by Mr. Mackenzie and now raised by Mr. Power. 

Mr. Hacxerr: We seem to be jumping about a lot, Mr. Chairman. I will 
move, that the items referred to in Mr. Power’s motion of some days ago be 
discussed when the cognate sections of the bill are taken up. 

The CuairMAN: That will regularize the situation. Is it the pleasure of the 
committee to adopt Mr. Hackett’s motion? 


Mr. Coote: Mr. Chairman, if I remember correctly, when the previous 
revision was being considered, ten years ago, the bankers came here and gave their 
evidence, and after we had heard the evidence of the bankers;—perhaps I should 
start off by saying that we did go over the bill—and after that was done we 
called a number of witnesses, including quite a number of bank presidents and 
bank officers. 


_ The Cuarrman: Mr. Coote, that was under the Irvine resolution re 
Financial Credit which was sent to the committee at the same time, if you will 
recall. 
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Mr. Coors: I believe, perhaps, that is true. I think we had some bankers 
who were called, perhaps not under that, but in connection with the Bank Act, 
and, if I remember correctly, in 1913, bankers were here. There was no investiga- 
tion into credit at that time. The Bank Act, I think, was simply referred to the 
committee, and these bankers came and gave evidence, and if we are going to 
hear the evidence that these men can give we should have it before we pass 
any sections of the Bank Act. There are quite a number, I think, that 
might be affected by the evidence which the committee can get. That is the 
difficulty in trying to name specific sections under which we can have these 
witnesses called or questioned, and it seems to me we will not go very far 
in our work until we will find a great many sections that we cannot deal with 
until these men come here, that is, if we are going to have them at all. That is 
the difficulty I see in connection with the matter as it is now proposed. 


Mr. Durr: On a point of order, Mr. Chairman. It seems to me that this 
discussion is not in order. You stated that, in your opinion. 


The Cuarrman: I did not declare it out of order. 


Mr. Durr: I know you did not, but I am going to try to get you to declare 
it out of order. I understood you to say, sir, that the reference of parliament to 
this committee was not sufficiently broad to cover Mr. Power’s resolution, con- 
sequently you are suggesting to this committee that, without considering it a 
precedent, we should go on as if we had the authority of parliament. I, therefore, 
say that this discussion is out of order and that the safe and sane thing to do 
is to go back to the House and ask for a broader reference. 

The CuairMAN: Does anybody else want to speak on a point of order? 

Hon. Mr. Evier: Although I have no cbjection to discussion taking place in 
the manner suggested by yourself, Mr. Chairman, without prejudice, might it 
not be possible, if we proceed along these lines without really having the power 
from the House so to do, that some of the witnesses who will be called to give 
evidence might be inclined to give you no evidence. 

Hon. Mr. Macxrenzim: I disagree with your interpretation, Mr. Chairman, 
and I more or less disagree with Mr. Duff’s interpretation of your interpretation. 
This is a standing committee of the House of Commons, entitled to investigate 
every possible single phase of banking in the Dominion of Canada, under a 
general investigation which we have every ten years into banking in the Domin- 
ion of Canada, and if we can’t do that then, I suggest, we might as well adjourn 
and discontinue everything. 

Mr. Durr: Mr. Chairman, Mr. Mackenzie did not at all answer what I said 
in his reply. He started out with a regular skirl but wound up by a very weak 
note on the pipes. All I said was in connection with your suggestion to the 
committee, that if this committee did not have power to go on with Mr. Power’s 
resolution then we had better go back to parliament and ask for a further 
reference. 

The CuairMAn: I have not made any ruling. 


Mr. Durr: If it is your opinion that we have the power, then I am quite 
satisfied that we should go on. All I went on was the fact that I understood you 
to say it was quite possible this committee did not have the necessary power, 
under the present order of reference, to consider some of the items at least in 
the Power resolution. 


The CuatrMAn: I have not so ruled, but I do want to put in a saving clause 
in the minutes, for the guidance of future committees. 


Mr. Lawson: If I understand correctly your remark it was to this effect, 


that as chairman of the committee you were proposing to proceed with Mr. 
Power’s resolution, although you might have some doubt in your mind as to 


a. 
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the jurisdiction of this committee. Many very eminent judges have delivered 
judgment in which they have expressed some doubt, but nevertheless on stated 
grounds have given judgment, and it seems to me, with the question of juris 
diction of this committee, we are simply fighting shadows. As long as you do 
not rule that we have no jurisdiction, let us go on until we get to some specific 
point, then it will be time enough to consider whether or not we should go back 
to the House. With respect to the motion moved by Mr. Hackett, I am in 
accord with his resolution; I think we might very easily advance it at this time. 
It seems to me fairly clear that Item No. 1 in Mr. Power’s resolution comes up 
under the section of the Bill which deals with the directorate of the bank and 
bank directors. I am going to omit item No. 2 for the moment. Paragraph 
No. 3, in the Power resolution, seems to come clearly within the sections where- 
under the banks are required to make certain returns showing assets and the 
basis of valuation of those assets. Items 4 and 5, to my mind, clearly come 
under the sections which authorize the bank to take security, collateral or 
otherwise. Now, that leaves two items in abeyance, clause 2 and clause 6 
of Mr. Power’s resolution. Clause 2 is a very wide and broad one. Item 6 
is more specific. Both of those can be considered under the title of the Bill, 
and I suggest that the sixth relates to a specific matter and the second to a 
general, and when we come to those two items, under the title of the Bill, we 
proceed with paragraph 6 first, because there we are dealing specifically with 
the question of credit as extended by the bank. If Mr. Hackett would include 
that in his motion, or, if it meets with the view of the committee, I will move 
to so amend as to the method in which we are going to consider the different 
items under Mr. Power’s resolution. 


Mr. Power: I would suggest that Mr. Hackett’s motion be amended some- 
thing to this effect, that a sub-committee be appointed to collaborate with the 
chairman and notify the committee under which sections of Bill 18 the various 
clauses of the Power resolution shall be discussed. 


The CHARMAN: I was going to suggest a resolution of that character. If 
you pass on the principle of Mr. Hackett’s resolution, then appoint a special 
committee to deal not only with that but with the question of considering what 
witnesses might be called— 


Mr. Power: And with the question of counsel. 


The CHarirMAN: Well, they might make a recommendation on that too, 
although the minister thinks that we could defer that question for the moment. 


Mr. Power: I would suggest to the chairman, in all deference, that it 
will be impossible for us to carry on anything like a proper inquiry unless we 
have counsel. 

The CHairMAN: With all those lawyers here? 


_ Mr. Powsr: Yes, with all those lawyers here and some of them good ones, 
like yourself, Mr. Chairman; but unless they give their entire time to things 
of this kind it will be impossible for us to get on. 


The CHARMAN: Well, the suggestion is worthy of consideration. Mr. 
Hackett, what do you say about Mr. Lawson’s suggestion to enlarge your 
motion so as to take in the subject matter of Mr. Power’s resolution? 


_ Mr. Lawson: If you are going to appoint a small committee, I am will- 
ing to withdraw my motion. 


Mr. Hacxerr: My motion dealt with the principle, but if you wish to 
set up a committee to deal with the mechanics—to deal with the order of 
procedure—as to what witnesses are to be called, and so on, I haven’t any 
objection, but it struck me that the principle, as distinct from the details, 
was embodied in my original motion. 
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The CHAIRMAN: I agree with that statement. Would it not be well, 
gentlemen, to pass the Hackett resolution now and then pass a resolution set- 
ting up a committee to deal with the mechanics? 

Mr. Irvine: There is only one point that I would like to raise, that it 
will be difficult to co-relate certain sections of the Power resolution to any 
clause of the Bank Act. There is no provision in the Hackett motion to deal 
with that. 


The CHatiRMAN: That will come under the second motion that will be 
offered. 


Mr. Irvine: As long as it is not precluded in the original. 

The CHAIRMAN: Can we have Mr. Hackett’s resolution read? 

Mr. Hackett: I merely said that the subject matter of Mr. Power’s reso- 
lution be discussed under the cognate sections of the Bill— 

The Cuatrman: As and when they are taken up. What is the wish of the 
committee on that resolution? 


Hon. Mr. Rauston: I wonder if Mr. Hackett would not accept the sugges- 
tion that has been made, that the matter be referred to a sub-committee because, 
as has been said, there is some question as to whether some of the sections can 
be co-related. The suggestion has been made that this might be broad enough 
to cover everything. Sections 5 and 6 of the bill are the sections which renew 
the charters of the banks, and it seems to me it 1s competent for any committee 
to decide whether the charter of a bank shall be renewed, by inquiring into the 
matters which are referred to in Mr. Power’s resolution. Might I suggest, 
along the line of Mr. Power’s resolution, a resolution which I have just scribbled 
off here, that the matter of procedure in conducting the inquiries covered by 
Mr. Power’s resolution, including the appointment of counsel, be referred to a 
sub-committee, to be appointed by the chairman, for recommendation and 
report. 


The Cuatrman: The Hackett resolution has been suggested in view of the 
statement made by the minister, and that statement varies from Mr. Power’s 
notice of motion, inasmuch as Mr. Power suggested therein that these sub- 
ject matters to which he refers shall be dealt with before the bill itself is dealt 
with. Mr. Hackett’s resolution is, that the subject matters be dealt with as 
we go through the bill, There is a difference in principle there. My own idea 
is, that if we deal with the Power resolution and the topics named therein, we 
would be a long time getting to the bill proper, and J think it is in the interests 
of all concerned that we should get on with the work of the committee. I 
would suggest this to the committee, that we adopt Mr. Hackett’s resolution, 
or an enlargement of it, then we adopt Col. Ralston’s resolution for the setting 
up of a sub-committee to look after the mechanics of the thing, the orderly 
transaction of the business of the committee, and the appointment of counsel, 
if necessary to be appointed. If we agree on those two things, then I think 
we will get on very well. 


Mr. Powrr: The only objection I have to Mr. Hackett’s motion is, that 
he states definitely that the items in the motion which I made shall be referred 
to the cognate subjects, and there seems to be a pretty general opinion that 
there are no cognate clauses to, at least two of the items in my resolution, and 
that would immediately rule them out. 


The CHamMan: I don’t think there is any intention of doing that. 


Mr. Coorr: In regard to Mr. Lawson’s suggestion that they come under 
the title of the Bill, I think the title of the Bill is the thing which is discussed 
last. If we pass the whole Bill it seems to me rather absurd that we should 
then hear some of these discussions on very vital matters. 
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The CuarrmMan: Cannot you leave all that to the proposed sub-committee; 
I think we can do it very well. 

Hon. Mr. Rauston: Just one further suggestion—as to the reason for sug- 
gesting my motion as an amendment to Mr. Hackett’s resolution—and that is 
that if you wait until the cognate sections of the Bill come up, one may be 
section 5, another may be section 6, and another may be section 72; you will 
have witnesses coming and going all the time, whereas it seems to me that the 
committee itself had better go over the Bill and try to find out from the sections 
of it in what place the most of these investigations can be made, not only for 
the convenience of witnesses but for the convenience of the committee as well. 
Therefore, it seems to me that, perhaps at this stage, we should not actually 
adopt that principle, but the sub-committee would have in mind the discussion 
which has taken place here this morning and endeavour, as far as possible, 
to fit in the procedure which they will recommend to meet the suggestion made 
by Mr. Hackett, and by yourself, and by the Minister of Finance. 


The CHarrMaAn: Well, Mr. Hackett, would you draft a resolution which 
would affirm the principle of your present resolution and, perhaps, incorporate 
Col. Ralston’s suggestion. I would ask these two gentlemen to get together 
and draft one resolution which would cover the whole thing. I think they 
both mean the same thing, only reaching it by different routes. 


Hon. Mr. Ratston: I have no idea of dividing the committee in a matter 
of this kind. 


The CHAiRMAN: I am not suggesting that, Col. Ralston. What I am 
suggesting is such action as will promote not only unity but expedition in the 
transaction of the business of the committee. I think we are all agreed on 
the principles which should govern us. We want to get on with the work and 
we want to get on with it in an orderly manner. 


Hon. Mr. Rausron: I thought, perhaps, this morning we should not abso- 
lutely formally and officially adopt that principle. 

The CHarrman: As I said before, the only thing I have in mind is this: 
Mr. Power has asked to have all this discussion, and evidence, taken before the 
bill was considered. The minister does not agree with that suggestion, but 
suggests that we ought to go on with the bill and take up these matters as and 
when it may be done properly and orderly. 

Mr. McGrsson: Mr. Chairman, why not appoint a small committee, this 
morning, to consider this and report, at our next meeting? 


| Nae CHAIRMAN: To consider the principle involved? I think we ought to 
decide the principle here; we can leave mechanics to a sub-committee. 


_ Mr. McGisson: If you appoint a sub-committee, Mr. Chairman, they 
might be able to bring in a satisfactory report, and in the meantime we can 
proceed with the noncontentious sections of the bill. They might be able to 
report early next week. 


The Cuatrman: I would hope they might be able to report by Thursday. 


_ _Mr. Jacoss: I would like to inquire from Mr. Power the reason why he 
limits this proposed investigation to the pulp and paper industry. I do not 
exactly see why pulp and paper should be selected and other industries excluded. 
It seems to me it would be better if he struck out these words at the beginning 
of paragraph 6 “The relationship between the banks or any of them and the 
pulp and paper industry” and make it read “The relationship between the 
banks or any of them. . . ., and the extent to which uncontrolled extension 
of credit brought about over-capitalization and Over-expansion, and the subse- 
quent disorganization and near bankruptcy of an industry or industries dealing 
in some of the most valuable of our natural resources.” It seems to me that 
if that were done we could go into the thing a little more fully. 
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Mr. Beynon: Mr. Chairman, I submit that is out of order. There is an 
amendment, by Mr. Hackett, to Mr. Power’s motion; there is a motion of his 
before the committee and there is an amendment to that proposed by Mr. 
Ralston. Surely we cannot go on with a third amendment. 

The Cuarrman: No, we cannot. Mr. Jacobs, would you put your motion 
in the form of a notice. 

Mr. Jacoss: Yes, I will do that, Mr. Chairman. 

Mr. Coors: In regard to the statement that you made as to the difference 
of opinion or the difference in procedure which was suggested by the minister, 
I would like to suggest to the committee that we are now following the minister’s 
suggestion. We have gone over the Act clause by clause. I think we have 
started over it the second time. We have found a good many clauses which, 
perhaps, we would like to stand, and I am sure the great majority of clauses 
ought to stand until the investigation—or rather until the witnesses are heard. 
I am speaking only for myself. I have no objection to continuing, going through 
the Act, but there are a great many sections which will have to stand, I think, 
until the witnesses are heard, so that I think we are really adopting the min- 
ister’s suggestion. 

The CuatrmaNn: I think we ought to regularize the procedure. Mr. Hackett 
has his motion ready, and I am informed by the clerk that there are still forty 
odd sections of the bill on which no notices of motion have been filed. 


Mr. Irvinr: There might be if we had the witnesses. 

Mr. Hackett: The motion is: 

“That the subject matter of the motion proposed on March 6 by Mr. Power 
be discussed when cognate sections, if any, of Bill 18 shall be under discussion, 
and that a sub-committee to be named by the Chairman determine what wit- 
nesses are to be heard, the order in which witnesses are to be called and the order 
in which the different paragraphs of Mr. Power’s resolution shall be discussed 
and to report from time to time.” 

Mr. Power: That would rule out the two sections indicated by Mr. Lawson. 
Mr. Hackett’s resolution says the discussion is to take place under the cognate 
sections, if any. Are these other two sections going to be thrown in the discard? 

Mr. Hackett: No, they are included in the next paragraphs, I think. I 
have said that a sub-committee be selected to determine the order in which the 
witnesses will be called and the special matters in your resolution discussed. 

The Cuarrman: That is covered, I think, Mr. Power. 

Mr. Hackett: There is no intention of sidestepping it. 

_ Mr. Durr: Mr. Chairman, do I understand you as saying that this com- 
mittee has power to deal with it? 

The CHAIRMAN: Yes. 

Mr. Durr: On the matter of Mr. Power’s resolution. I would like to have 
a ruling, because if we have not the power then we are out of order. 

The Carman: I have some doubt but I am not ruling it out of order. 

Hon. Mr. Euter: Why not make a decision now? 

Mr. Irvine: If it is not out of order, it is not out of order. 

Mr. Coors: Are you discussing now, Mr. Power’s resolution as a point of 
order? 

The CuairMAN: Under the heading of the orders of the day, and among 
other things Mr. Power’s resolution, the minister’s statement, and Mr. Hackett’s 
resolution. We are really on Mr. Hackett’s resolution; let us deal with that. 

Mr. Coots: I just want to draw the attention of the committee to the fact 
that I have a notice of motion and amendment to Mr. Power’s resolution; and 
before it is finally decided on, I want to move this amendment. 
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The CHAIRMAN: We are not dealing with Mr. Power’s resolution; we are 
simply indicating the method in which it may be dealt with. 

Hon. Mr. Laromnre: I understand, Mr. Chairman, that the Power resolu- 
tion is accepted by everybody. 

The CHAIRMAN: Yes, in principle. 

Hon. Mr. Lapointe: We are discussing only the method of proceeding with 
the resolution. The resolution calls for investigation and the hearing of wit- 
nesses. In doing that we start from the principle that the resolution is accepted. 

Mr. Irvine: If Mr. Hackett includes in his motion that any clause or any 
parts of the Power resolution which cannot be specifically related to definite 
clauses of the act, shall be discussed under section 5, then I think we can proceed. 

The CuHatRMAN: I do not think we ought to tie ourselves in respect to those 
particular clauses to any section; that will be dealt with by the subcommittee. 
That is the only way we can get on in an orderly fashion. Let us put through 
the Hackett resolution. 

Resolution carried—on division. 

The CuHarrMAN: Is it the wish of the committee that the subcommittee be 
appointed by the chair? 

Hon. Mr. Larorntr: Yes. 

The CHAIRMAN: I do not think I should be on the committee. 

Mr. BowMan: You are ex-officio a member. 

Hon. Mr. Eurtrr: I move that you, Mr. Chairman, Mr. Hackett and Mr. 
Ralston be appointed a subcommittee. 

The CHAIRMAN: That leaves out our friends “in the far corner.” I would 
suggest a committee of five. 

Mr. Coorze: Leave it to the Chairman. 

The CHAIRMAN: I will name a committee of five now: Mr. Hackett, Mr. 
Lawson, Mr. Power, Mr. Coote, and myself. Is that agreeable to the committee? 

Carried—on motion of Mr. Bowman. 

Mr. Sprencer: Before we go on with the next order of business, may I 
remind you that Mr. Coote just attempted to mention something with respect to 
the amendment he had to Mr. Power’s resolution. Will that amendment be 
taken into consideration by the subcommittee? 

The CuHarrmMaAn: JI would think that should go to the subcommittee with 
the Power resolution. 

Mr. Spencer: Is that the will of the committee? 

Hon. Mr. Larotnte: We should have it as a notice of motion. 

The CuairMAN: If you will read Mr. Coote’s resolution, on page 4 of this 
pamphlet, you will observe that it is somewhat similar to Mr. Jacobs’ suggested 
resolution. Mr. Jacobs may put his in the form of a notice of motion. I think 
the whole thing ought to go to the subcommittee. It is understood then, that 
both of these will go to the subcommittee. 

Gentlemen, having straightened out the order of business, we have before 
us the bill. I was going to suggest that we discuss Mr. Mackenzie’s notice of 
motion this morning, but, in view of what has been said to-day with respect to 
some of these matters in the Power resolution, it might not be advisable to pro- 
ceed with that. In order to make some progress, could we not take up some of 
the clauses which have not been carried? 


(The Committee then resumed consideration of Bill No. 18, An Act respect- 
ing Banks and Banking.) 
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MINUTES OF EVIDENCE 


Housr or CoMMONS, 
March 20, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. Hanson in the Chair. 

The CHAIRMAN: I see we have a quorum so we shall proceed. I suggest 
that we shorten the routine by filing any new notices of motion with the Clerk, 
without having them read. 

Mr. Power: Before you go on with that, Mr. Chairman, I should like to 
make this observation: as I understand it, we now have authority from the 
House to be provided with counsel. 

The CHAIRMAN: Yes. 


Mr. Power: I therefore move that counsel be appointed to assist the com- 
mittee in the remainder of its inquiries. 

The CuarrmMan: Would that not be out of order in reference to this par- 
ticular matter? 

Mr. Power: I am speaking of the remainder of the inquiry in the motion 
under my name. 

The CHarRMAN: Would you be good enough to postpone that until we get 
through with item No. 5 of your original motion. 

Mr. Power: Why not settle it now? 

The CuairMAN: Because we have witnesses here from a long distance 
whom I should like to have heard. 

Mr. Power: It won’t take very long to put this motion. 

The CHarrmMan: I would ask you to withdraw the motion, at the present 
time, in order that we may get on with this particular aspect of our work. I 
will promise to take it up immediately after this matter is disposed of. 

Mr. Power: And we shall dispose of it before we go into the question 
of any further items, before we call witnesses in connection with any other items. 

The CuarrMAN: I think we can give you that undertaking. I do not know 
of any other witnesses under this heading. Have you any in mind? 

Mr. Power: I do not know, at the present time. 

The CHatrMAN: I think it is only fair that we should dispose of this ques- 
tion immediately after we have disposed of item No. 5. 


Mr. Power: We can dispose of the question of counsel then? 


The CHAmRMAN: Yes. Before Mr. Power spoke I was about to remark 
that we are taking up item No. 5 of the Power resolution, namely, “ the relation- 
ship between the chartered banks, or any of them, and the Canadian Pacific 
Railway, and the circumstances which brought about the guarantee by the 
government of Canada of the loan of $60,000,000 to the railway company.” In 
order to facilitate that there was laid on the table, and it is now printed in the 
Notices of Motion, P. C. 2490, 29th November, 1930. I am filing, now, a certi- 
fied copy with the Clerk. There was also laid on the table of the House of 
Commons, yesterday, sessional papers No. 150 D and 150 E, on the motion of 
Mr. Raymond. These papers contain the correspondence in the first place 
between the government and the Canadian Pacific Railway and the government 
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and the banks. Copies of this correspondence have been mimeographed and are 
available to the members of the committee. I am filing now, with the Clerk, a 
copy of those sessional papers. 

Gentlemen, we have with us to-day Mr. E. W. Beatty, K.C., president of 
the Canadian Pacific Railway, and Mr. Jackson Dodds, general manager of the 
Bank of Montreal. I suggest that we hear Mr. Beatty first. The Prime Minis- 
ter will be available at some time during the day, but he is unable to come 
between twelve and one. 


Mr. E. W. Bearty called. 


The CHaAmRMAN: Gentlemen, I suggest that Mr. Beatty be allowed to 
make his statement in the first place without interruption, and then that he 
submit himself to cross-examination at the hands of any member of the com- 
mittee. 

Mr. Irvine: He has not been sworn? 

Witness: In explanation of this transaction which is on your agenda, I 
prepared a short statement which shows in chronological order the steps whieh 
the company and the banks took, and with your permission I should like to: 
read it. 

The Bank of Montreal has been the principal banker of the company since: 
the organization of the latter in 1881. Up to three years ago their relationship. 
was almost entirely that of depositor and depository, though on some occasions. 
the bank participated in the underwriting of securities issued by the company. 

For the twenty-five years ending December 31, 1931, the average daily bal- 
ance at the credit of the company amounted to $24,885,500, on which the bank 
allowed interest at varying rates averaging 2-73 per cent per annum. 

Prior to 1931 the company procured money for capital purposes by the sale 
to the public of capital stock, debenture stock, collateral trust. bonds and other 
long term securities. The practice was to pay for extensions, additions and 
improvements out of current cash, and on completion of the work to reimburse 
the treasury to the extent considered expedient by a public issue of securities. 

In that year the depression began to be felt, the surplus earnings of the 
year falling to $14,584,471 from $39,131,716 in 1930 and $42,227,760 in 1929, 
Its commitments for extensions and improvements during the year were heavy, 
and, being unable, on account of the unfavourable condition of the security mar- 
ket, to provide for them in the usual way, the company obtained from the Bank 
of Montreal two advances for a period of two years one for $5,000,000 and the 
other of $15,000,000. 

The situation in May, 19383, was that these obligations were maturing on 
June 22 and September 30; a loan of $10,000,000 from the Chase National Bank 
of New York was to mature on July 15, and loans from various other United 
States Banks aggregating $2,300,000 later in the year.. To provide for these 
and for the principal of long term securities held by the public, maturing in 
1933 and 1934, the company applied to a group of Canadian Banks for a loan 
of $60,000,000, to be secured by the pledge of $100,000,000 Consolidated Debenture 
stock, for a term of five years, it being considered that at the expiration of that 
period, or sooner, the security market would have improved to such an extent 
that the loan could be retired by the sale of the Consolidated Debenture stock 
in the market. 

The market price in New York of Consolidated Debenture stock ranged at 
that time from 58 to 67. Since that time the value of the security for the loan 
of $60,000,000 is now approximately $80,000,000. Owing however, to the large 
amount involved, the period for which it was desired, and the unsteady condi- 
tion of the market, the banks required additional security, and the company 
thereupon undertook to apply to the Dominion government for a guarantee. 
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After some preliminary conversations the matter was formally laid before 
the Prime Minister on May 30 by the President of the Bank of Montreal and 
myself, at which time I submitted to him a confidential memo to which I will 
presently refer. At these interviews the requirements of the company, the nature 
of the security and conditions in financial centres were discussed at length. It 
being suggested by the Prime Minister that, notwithstanding our advices from 
London, it was possible that some part at least of the loan might be obtained 
there, I undertook to personally canvass the situation from that point of view, 
and to the extent of my success to reduce the amount of the bank loans. 

On May 31 the Rt. Hon. Mr. Bennett notified the banks of the government’s 
approval. Owing to his immediate departure for England the requisite order- 
in-council stood over until his return, but the banks agreed to make the advances 
on the assurance of the notice given them. The terms of the loan provided for 
its being advanced in two instalments, one of $35,000,000 on June 22, 1933, and 
the other of $25,000,000 on December 1, 1933, with the privilege to the company 
of paying at any time before maturity, ratably among the banks, the whole or 
any part of the principal, on giving not less than sixty days’ notice in writing. 

I went to England in July and the information I then obtained only con- 
firmed our previous advices. I was advised as well in official circles as in financial 
circles that the time was inopportune for an issue, on the ground that the 
refunding program of the Imperial government and the probable requirements 
of Dominion governments were sufficient for the market. 

I may say here, gentlemen, that when I reached England I had Mr. E. R. 
Peacock, one of our London directors, interview Mr. Montagu Norman of the 
Bank of England, on whose recommendation, we were advised, the Exchequer in 
England acted, and asked him if it were possible for us to get the consent of the 
authorities in Great Britain to make an issue in London at that time. Mr. 
Norman subsequently confirmed what he said to Mr. Peacock to me in an inter- 
view I had with him just prior to leaving London. He told me that while they 
had the greatest sympathy for the Canadian Pacific Railway and would cer- 
tainly open their markets to them as soon as they could, they felt that for the 
time being the government of Canada had first claim, and that they should be 
the only ones allowed to participate in public issues in London. 

Now, I have referred to a confidential memorandum which I handed to the 
Prime Minister at the last interview I had with him, and which was really a 
summary of the information I had given him before. This memorandum was 
handed back to me later, because it was marked confidential, and it is as follows: 

For the purpose of refunding obligations maturing in 1933 and 1934, and 
providing for capital expenditures, the company desires to borrow the sum of 
$60,000,000, to be advanced in instalments of $35,000,000 on or before June 20, 
1933, and $25,000,000 on or before December 1, 1933, or as may be arranged 
between the company and the Canadian banks. The maturing obligations of 
the company during the period in question are as follows: 


Bamlk long cs osso Ge Galo a see e nasa wes ei $32,300,000 
Collatenaletrust bonds’ .see 2471 3 Si BOUTS Ost) 12,000,000 
Northern Alberta Railways (instalment on purchase price due 
WIR TSB ses So Gee ae i 2,500,000 
Equipment OMNI AbONSM eM Cho Mie Re 7,900,000 
Manitobaisouthwesterm railway, bonds (sl). frye) 02 oe ss5.. J. 2,544,000 
$57,244,000 
eval mim sWASeyhunnds) byt ss serge s A ateea irs ce cv ieclaey eeil b c pic cs ane _. $30,244,000 
EavablemimeCanadian tindsacg 5 gr ks 27,000,000 


_ It is impossible under existing conditions to obtain so large a sum from any 
single source or through the medium of a public issue of securities, but it could 
be arranged through the principal banks of Canada acting together. In these 
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circumstances, the company proposes a loan of the amount stated from seven 
of the Canadian banks in the proportions hereunder mentioned. Now there 
then follows a division between the banks, which is substantially the same as 
that in the order-in-council with two slight changes. The first is the Bank of 
Montreal took a little more than their proportion, because one other bank wanted 
a definite and smaller participation, and another bank, the Bank of Nova Scotia, 
wanted their share arranged on another division of assets. 


Bank of Commerce: 0000 0. ee ent ee 26 NON Sone aaa OG 
Dominion Bank’ 912) 10 JRONTIN OAs GONG OF eaanaue WAt205 2,808,000 
Banques Canadienne, Nationales:.. 9-44. -7-eatd-) eee er ORnaice 2,456,000 
Bank’ of Toronto. ge. pe oa a Ree ee 6.58% 2,632,000 
Bank tof ‘Nova Scotiaviy7, 244 2500 Deke Sn ae es enll6y Gio) 6,668,000 
ImperialBanki). aaron sumac oy tare aaa hew atin oe eres 2,632,000 
Royal Bank 11 464. os seg a APE id ey ee et UE Orel SU OOU) 

$40,000,000 
Bankof; Montreal: scf4. li pa PROF. Ts aden h any eee ed 000000) 

$60,000,000 


In view of the fact that the loan is a capital Ioan and not self-liquidating 
in the ordinary accepance of that term, the company’s principal banker has 
advised it that it will be necessary to secure the guarantee of the government as 
to interest payments and repayment of principal. Owing to the public nature 
of the company’s undertaking, and the place which it occupies in the commercial 
life of the country, it is believed that such an application is justified by con- 
siderations of public interest and national welfare. It will be recalled that in 
the early days of the company similar assistance was applied for and given, 
with results which, it will be conceded, amply justified the transaction from the 
point of view I have suggested. 

While the undermentioned considerations are no doubt well known to the 
government, its attention may be drawn again to the substantial contribution 
which the company has made over a long period of years to the settlement and 
development of Canada, involving as it did the expenditure of over one hundred 
million dollars in colonization and land settlement endeavours, and, in recent 
years of approximately nineteen million dollars in works undertaken in order 
to relieve unemployment, indeed, the activities of the company have been 
so closely interwoven with Canadian development that it can be said they are 
interdependent. All of the company’s contractual obligations to the Dominion 
have been fully satisfied and in no single instance has default occurred. 

If the application for guarantee mects with the favour of the government, 
it is suggested that to allow for possible slow recovery more normal conditions of 
business, the term of the loan be five years and the rate of interest five per cent. 

As security, the company offers to pledge its Consolidated debenture stock 
in the ratio of $100 principal amount of the stock to each $66 principal amount 
of the loan—that was changed to $60. 

The consolidated debenture stock is a perpetual obligation to the company, 
bearing interest at four per cent per annum, payable in gold coin half-yearly on 
January 1 and July 1. 

By statute the consolidated debenture stock issuable, is limited to an 
amount which, together with other secured obligations of the company shall not 
exceed at any time one-half its capital investment. By statute also, it is con- 
stituted a first charge on the whole undertaking and property of the company, 
including the rights of the company in the several railways held by it under 
lease (except subsidy lands), subject to the payment of working expenses and to 
the priorities created by charges existing at the time of issue. The priorities 
consist of first mortgage bonds of the company aggregating in principal amount 
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$3,650,000 secured on what is known as The Algoma branch on which the annual 
interest charge is $182,500, and the annual rentals, to which the company’s 
rights in railways held under lease are subject, amount to $3,704,360. : 

Consolidated debenture stock has thus priority over $137,256,921 preference 
stock and $335,000,000 ordinary stock. 

The assets of the company exceed in value its total liabilities, including 
the preference and ordinary stock, by more than $354,000,000, and excluding 
preference and ordinary stock, by more than $826,000,000. 

The income of the company over the five years ended December 31, 1932, 
in relation to fixed charges, is shown below: 


Year ended Net Income Available Fixed Times Fixed 
Dee. 31 for Fixed Charges Charges Charges earned 
OD Syecierpne ses vat ste. oyed eg obre ay. ot $64,372,135 $15,308,698 4.20 
ODOR e eet ie ce cc aah we ae 58,376,764 16,149,003 Sitch 
ORO ee Ne ies, kee 2 8 58,291,581 19,159,865 3.04 
SR ey Pers eee nee ape ere chante “leks 3 « 36,634,836 22,050,364 1.66 
NOS Zr te Set mC ea se, 6 24,627,410 23,619,529 1.04 


Dividends at the rate of four per cent per annum have been paid on prefer- 
ence stock without interruption since 1893 with the exception of 1932, when the 
rate of two per cent was paid. Dividends were paid on the ordinary stock 
without interruption since 1882 down to 1931; for the years 1911 to 1930 
inclusive the rate was ten per cent per annum, and for 1931 five per cent per 
annum. 


As at December 31, 1932, the company’s investment in railways, steamships, 
hotels and telegraphs was in excess of $1,167,065,340. In addition, it has assets 
in lands, mines and miscellaneous properties and securities which are carried on 
the balance sheet at $89,891,566. As at December 31, 1932, its net current assets 
were $38,499,887. 

In view of the use for which the moneys are required, the loans will involve 
only a slight increase in the company’s fixed charges. 

The company has turned to the government only as a last resort and after 
having explored the possibilities of securing the requisite loan from other sources. 
It is the unanimous view of its directors and financial advisers that no other 
source is available save the Canadian banks acting together with the assistance 
of the government through guarantee. 

It should be pointed out, too, that in the very remote contingency that the 
government should ever be called upon to implement its guarantee, the govern- 
ment would be adequately protected in that it would secure 18 per cent of the 
then outstanding consolidated debenture stock of the company at a cost to it 
of $60,000,000 and this investment would be supported by assets exceeding the 
company’s liabilities by over $800,000,000 as above stated. 


This was the memorandum I handed to the Prime Minister, and which I 
understand, though no doubt he will speak for himself, he read and discussed 
fully with the members of the government. It was handed to Mr. Bennett on 
the 30th of May. 


_ Now, if the members of the committee want reference to our authorities 
in the matter of issuing securities, they will find it in 20-23 George V, chapter 
oth, assented to on the 3rd of May, 1932, which the company applied for and 
was granted by the House of Comrhons and the Senate; the right to issue con- 
solidated debenture stock against the property assets of the company was given 
there. For your information, and in the event—I don’t suppose you will require 
them—of your needing them, I have brought with me a copy of the resolution 
of our directors, authorizing this transaction, dated Monday, 12th June, 1933, 
and copies of the notes which the company gave to the individual banks. I do 
not think there is anything I need to add to that statement at the moment. 
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By Mr. Geary: 
Q. When do these notes mature?—A. June 22nd, 1937, and December 1, 
1937. 


Mr. Spencer: Will this be put in the record, Mr. Chairman? 


The CuatrMan: He has read it into the record. Are you speaking of the 
resolution? 


Witness: You mean the resolution and the notes? 
Mr. Spencer: The ones you have not read. 
Wirness: If you desire them read, I shall do so. 


The CHarrmMan: We will assume the corporate proceedings were all right? 
They can be filed with the clerk and made available. Gentlemen, if Mr. Beatty 
has completed his statement, I am sure he would be glad to anwser any ques- 
tions that members of the committee might ask. 


By Mr. Power: 

Q. I think perhaps, in order to make it clear to myself, if not to the 
other members of the committee, I should like to go over for a moment with 
Mr. Beatty the capital set-up of the Canadian Pacific Railway. As I under- 
ues a your ordinary common shares are issued to the extent of $335,000,000? 
SN, Wes. 

Q. You also have preference shares issued to the extent of something like 
$137,000,000?—A. Yes. 

Q. And debenture stock, called collateral debenture stock——A. No, per- 
petual consolidated. 

Q. Debenture stock?—A. Yes. 

Q. Four per cent?—A. Yes. 

Q. All four per cent, is it? A. Yes. 

Q. Issued to the extent of something like $457,000,000?—A. Well, it all 
depends on which year you are taking. 

Q. Up to December, 1932?—A. 1932? I will give you the exact figure. 
The debenture stock issued at the end of 19382 was $455,911,000, less ccllateral; 
that is, the stock deposited to secure collateral trust bonds of $164,500,000, 
leaving a net amount of debenture stock in the hands of the public of $291,- 
400,000. 

Q. Of which $291,000,000 some $65,000,000, if my memory is good, is pay- 
able in United States currency?—A. Yes. 

Q. And the remainder, some £46,000 payable in sterling?—A. £46,000,000. 
If you would like me to give a division of our holdings, I would be glad to. 

Q. Yes.—A. In Great Britain, $160,967,000 of our ordinary stock is held, 
preference stock $134,278,000—I am leaving out the odd figures at the end— 
debenture stock $226,411,000, bonds, these are the Algoma bonds I spoke of, 
$3,923,000, or a total of $525,580,000 in Great Britain, or 53-3 per cent of the 
total. In the United States, ordinary stock is held to the extent of $92,293,000, 
preference stock $796,000, debenture stock $65,000,000, bonds $60,000,000— 
those are collateral trust bonds—equipment obligations $37,435,000, a total of 
$255,524,000 or 25-92 per cent of the total. In Canada ordinary stock is held 
to the extent of $61,841,000, preference stock $631,000, note certificates secured 
on land payments $21,179,000, bank loans $60,000,000, bonds $39,500,000, a 
total of $183,151,000, or 18-58 per cent. In other countries ordinary stock and 
preference stock is held to the value of $21,450,000, or 2-81 per cent. That is, 
as at the end of last year, Mr. Power. 

Q. You have a system of financing, whereby, if I understand it, you deposit 
with trustees a certain amount of this debenture stock and issue bonds against 
it?—A. We do that in Canada and the United States. It is not a practice that 
is general in England? 
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Q. I beg your pardon?—A. It is not done in England. 

Q. In any case you have something like $165,000,000 worth of your deben- 
ture stock which is pledged at the present time to secure an issue of how much 
of what is called gold bonds?—A. Well, it is a little more than that at the 
present time, if you include the $60,000,000 and the collateral. 

Q. I will come to the $60,000,000 in a moment. What is the issue of gold 
bonds against this $165,000,000 of collateral trust?—A. Well, they are of vary- 
ing issues. At the end of the year you have spoken of, we have a ten-year 
collateral due in Canada 1934, $12,000,000 which will be paid next month and 
which will release $15,000,000 of collateral debenture stock. We have 20-year 
44 collateral trust gold bonds due in 1946 of $20,000,000. We have 25-year 
5 per cent collateral trust bonds due in 1954 of $30,000,000, and 30-year 45 
of $25,000,000 due in 1960. And then we have convertible 10-year 6 per cent 
collateral trust bonds due in 1942 of $12,500,000, which is in addition to the 
notes that I spoke of secured on our land payments, and in addition to short 
term notes and equipment obligations. 

Q. Besides that you have something like $38,000,000 in bonds, have you 
not, created prior to 1932 and held against something like 1,600 miles of rail- 
way ?—A. You are referring, Mr. Power, to the old bonds of the Algoma branch 
first mortgage bonds, the principal of which is $3,650,000. 

Q. You also have equipment bonds, have you not?—A. Yes, equipment 
obligations. 

Q. To the extent of how much?—A. Well, at the end of the year I men- 
tion, it was $41,850,000 net. 

Q. These are payable in instalments?—A. Yes. 

Q. As a rule half yearly, are they not?—A. Yes. 

Q. Now, it was to meet some of the maturities of these equipment bends 
that you required the loan of $60,000,000?—A. Yes. 

Q. I have here, tabled yesterday, a copy of a statement signed by Mr. 
EK. E. Lloyd, vice-president and treasurer of the Canadian Pacific Railway 
Company, page 6, sessional paper 150 E, that is of the documents filed here 
yesterday showing the obligations of the Canadian Pacific Railway to be retired 
out of a loan from the Canadian banks of $60,000,000, bearing itnerest at 5 
per cent per annum, to be secured by pledge of the company’s four per cent 
consolidated debenture stock, aggregating in principal amount $100,000,000, 
and by Dominion Government guarantee of principal and interest. I wonder, 
Mr. Chairman, if a copy of this letter could be printed in the minutes, or shall 
I read it? Perhaps I had better read it. It shows that the obligations of the 
company to be met out of this $60,000,000 are divided into three categories 
first, bank loans amounting to $7,500,000, rate of interest 5 per cent payable 
in United States currency, June 22, 1933; next $7,500,000, 5 per cent interest 
payable in Canadian currency, date of maturity June 22, 1933. I don’t think 
I need read all this. 


The CHAIRMAN: I think we could put the letter in evidence. It is the 


letter dated 25th September, 1933, from Mr. E. E. Lloyd, vice-president and 
treasurer, Canadian Pacific Railway Company:— 


CANADIAN PAcIFIc RatLwAy CoMPANyY 
Montreat, September 25, 1933. 


Statement showing obligations of the Canadian Pacific Railway 
Company, to be retired out of a loan from Canadian banks of $60,000,000, 
bearing interest at five per cent per annum, to be secured by pledge 
of the company’s four per cent consolidated debenture stock, aggre- 
gating in principal amount $100,000,000, and by Dominion Government 
guarantee of principal and interest. 
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BANK LOANS 
‘ 
Principal Rate Currency in which payable Date of maturity 
amount of interest 
$ q 7 
7,500,000 00 5 rl United, States... 24 60. she. Sue PU pee ee June 22nd, 1933 
7,500,000 00 5" (Canadians. #229 see eee ee eee Ol UTC eet em no cm 
500,000 00 5x | United: States. .o' 26 i. Lh aay Bae ee July 1st, 1933 
10,000,000 00 52, United: States..7i.o: Ah Aerie eee ee July 15th, 1933 
1,000,000 00 5 UnitedyStates: o3. 6. 20 ae eae eee August 29th, 1933 
5,000,000 00 5. |}@anadiant!.) 60089. LOGIT ay gt La ee September 27th, 1933 
800,000 00 5 WWnited) States: 0... aie ee ee November Ist, 1933 
BONDS 
12,000,000 00 5. | Camaddan oe My eer nena. nm rate cr ee April 15th, 1934 
2,544,000 00 5. (United States or Sterling: @ichitss iste). street June Ist, 1934 


INSTALMENTS—ROLLING STOCK PURCHASE 


975,000 00 41 |Wnited States 4-+ 45. cle cA ieee eres ae May 31st, 1933 
2,000,000 00 D- UnitedeStates a7 tao oo eee are June 30th, 1933 
975,000 00 42 | United States: ¢oys.c( 26 as en ee ee November 30th, 1933 
975,000 00 42 \United, States. .[f:. 7... £08 ares ee ee May 38lst, 1934 
2,000,000 00 NU MIGed = S tabese i sak 6 Gee hee ee re nner arte June 30th, 1934 
975,000 00 4h nited States. 30 ies fio ey a November 30th, 1934 
NORTHERN ALBERTA RAILWAYS COMPANY PURCHASE 
2,500,000 00 4 CANA MI aT anes ces jee ar ue Rc ae June Ist, 1933 
E. E. LLOYD, 
Vice-President and Treasurer. 
By Mr. Power: 


Q. Doubtless, Mr. Beatty, this was a copy of the letter which you furnished 
to the Prime Minister in your confidential statement of May 30th, 1933.— 
A. There are the same particulars, Mr. Power, in both. Might I interrupt you 
just for a moment, Mr. Power. You will notice that the total of them is 
$57,000,000 and we borrowed $60,000,000, because we made an allowance for 
an exchange which was running very heavily against us at that time. 

Q. In this list we find those items “ instalments—rolling stock purchases,” 
all payable in United States currency. Three of these instalments were pay- 
able during the year 1933?—A. Yes. 

Q. Three were payable during the year 1934, and one, $975,000, as late 
as November 30th, 1934?—A. Yes. 

Q. Those were to take up, as has already been stated, maturities on your 
Equipment bonds?—A. Yes. 

Q. The instalments?—A. Yes. 

Q. Well, now, under the heading of Bonds, we find $12,000,000 due in 
Canadian funds, 5 per cent, April 15, 19384?—A. Yes, 

OoAcw understand it} these were the 5 per cent bonds which had as their 
security—A. $15,000,000, I think. 

Q. $15,000,000?—A. $15,000,000 of Consolidated dekenkore stock? 

Q. $17, 000, 000 of Consolidated debenture stock?—A. Fifteen millions. 

@. Due on 15th April, 1934?=-A™ Yes 
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Q. Then you have bank loans, some due in the United States and some in 
Canada, but mostly due in the United States. May I ask how these bank 
loans were incurred and for what purpose—A. I might explain there, Mr. 
Power, that where you see ‘payable in the United States” in one instance, 
there is a loan to the Bank of Montreal in New York and that goes in to 
the United States only because it is payable there; but that, of course, has beer 
discharged. Those moneys were required to replace moneys that we had 
already spent on capital account and had not been capitalized. Previously we 
had resorted to short-term borrowing. 


By Mr. Bowman: 
Q. It was a temporary expedient?—A. Yes. 


By Mr. Power: 

Q. Could I take the first loan listed, $7,500,000 payable in the United States 
and due June 22nd, 1933. I imagine that is the loan due to the Bank of 
Montreal and payable in American funds?—A. Yes. 

Q. For what specific purpose, can you tell us, was this loan made?—A. 
We had very heavy commitments that year, something in excess of $30,000,000 
and we were providing the money for that. 

Q. Could you tell us the nature of the commitments?—A. Well, yes, I can 
give it to you, Mr. Power. Completion of construction of branch lines $6,159,- 
000; additions and improvements to main lines and branches $9,691,000; 
expenses of leased and acquired lines $8,121,514; rolling stock equipment 
$6,767,180. 

Q. And those were looked after by loan from the Bank of Montreal?— 
AL AYES: 

Q. You borrowed $15,000,000 from the Bank of Montreal?—A. We 
borrowed $5,000,000 and $15,000,000, $20,000,000 altogether. 

Q. Now, what arrangements had you made with the banks in connection 
with these loans, when were they payable?—A. Payable one year, renewable 
—in the case of the Bank of Montreal—renewable for a further period of one 
year; and, in the case of the Chase National Bank, it was renewed by them at 
the end of the period. 

Q. I gathered from your statement, Mr. Beatty, that you had no loans 
with the Bank of Montreal up to 1931, so this loan was made some time during 
the year 1931?—A. Yes. 

@: The loan of $15,000,0007—A. That is right. 

Q. And the $5,000,000?—A. $20,000,000 altogether. 

_  Q. And it was to cover moneys advanced to take care of branch lines, 
Just as you have stated?—_A. Yes. We have, at least we think we have, to keep 
a substantial balance in the bank in view of the nature of the Company’s 
operations and, as I say, we have been accustomed to advance moneys from the 
treasury from time to time and later on cover them, that is, fund them with 
ordinary securities, 

Q. Now, the loan with the Chase National Bank, that was on account of 
an amount of $10,000,000 payable on July 15th, 1933, and, as you say, it had 
been renewed for one year?—A. By that time it had been paid; it was paid off 
last year. 

Q. For what purpose was that loan made? Was it for improvements in 
US. property?—A. Oh, no, none of it. It was offered to us at a very low rate 
of interest. 5 

Q. Were the proceeds used entirely for the purposes of US. lines, or for 
other services?—A. Well, Mr. Power, I do not know whether I could analyze 
any particular part as being allocated to any one piece of work. It was used 
generally for our construction program. 
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Q. Were the proceeds of any of these loans used for the construction of the 
Royal York?—A. Well, no. The Royal York Hotel was completed long before 
this transaction took place, and the proceeds might be said to replenish the 
treasury for moneys they had expended in connection with services. 

Q. Including the “ Empress of Britain”?—A. Well, yes, the “ Empress of 
Britain.” J think she just came out that year. 

QO). Sine Cane Ooi, w= —/\, iBT. 

Q. Did any of these moneys go to the construction of Lucerne?—A. Well, 
just in the same way. Lucerne was completed and we had financed it out of 
our treasury. 

Q. And to meet the expenses of Lucerne, the “ Empress of Britain,” and 
the Royal York moneys were paid out of the treasury?—A. Yes, and this was 
to replenish the treasury. 

Q. You borrowed the money to replace it in the treasury because you 
needed a certain amount of money in the treasury’—A. Yes. 

Q. Now, with respect to the loan, to the First National Bank of Chicago, 
of $1,000,000, was that borrowed in the same way and for the same purpose ?— 
A. No. We were the guarantors, from 1890 on, of certain securities on the Soo 
Line. The money was borrowed temporarily and paid off later. At that time, 
of course, the rate of exchange was certainly against us. 

Q. You borrowed the money, you did that because the rate of exchange 
was high?—A. Yes. 

Q. You had the money in Canada and could very weli have sent it over?— 
Yes. 

Q. But unfortunately when the loan came due you no longer had the money 
and you had to make further borrowing?—-A. Well, that is true. 

Q. This loan of $1,000,000 was paid out of the $60,000,000 guaranteed by 
the government?—A. Yes. 

Q. The First National Bank of St. Paul, a loan of $400,000, due Novem- 
ber 1?—A. The same character. 

Q. To avoid the payment of exchange?—A. Yes. 

Q. And also the loan of $400,000 due to the First National Bank of Minne- 
apolis?—A. Yes. 

Q. Did these banks, both American and Canadian, ask you for any secur- 
ity? What security was given to the banks?—A. For the first year I think it 
was a straight note of the company, and in the second year it was coilateralized. 

Q. What kind of collateral?--A. Well, we had securities of our own,— 
100,000 shares of Consolidated Smelters, and the balance in debenture stock, 
so at the time these loans matured—Mr. Dodds will give you the particulars of 
that from the bank’s records. 

Q. You are now referring, I imagine, to the Bank of Montreal, but how 
about the Chase National, what kind of security did they get?—A. The same 
collateral had been offered, that is, after the first year, Mr. Power, when it was 
renewed. 

Q. The first year you did not have any collateral?—-A. No, they did not 
ask for any collateral. 

Q. When did the change take place in the banks’ attitude whereby they 
demanded that a government guarantee be required?—A. Well the banks took 
that position in 1933, about the time we were considering the extension of the 
loan from the banks. They all took the same position. 

Q. And can you tell me approximately about what date, or time, in 1933 it 
first came to your notice that the banks would not renew these loans or give. 
you further accommodation unless you had the guarantee of the government?— 
A. They took that position at, I think, about the time of the bank holiday in the 
United States. 
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Q. That would be March 4th, 1933?—A. We discussed it for two or three 
months with the banks, at least with our bank, and later on we discussed it 
with the other banks. 

Q. That is to say the Canadian banks?—A. Yes. 

Q. They took the attitude that since there were banking difficulties, that is, 
the one bank in Canada—the Bank of Montreal—took the attitude that since 
there were difficulties, in the United States, in the banking situation it would 
be necessary for you to put up a better collateral than you had done hitherto? 
—A. And because of the fact that it was not the kind of a loan by virtue of 
its terms, that the banks welcome. 

Q. Not the kind of a loan?—A. No. 

Q. Now, did the Chase National Bank and the other American banks take 
the same attitude?—A. No, they were not in this at all. 

Q. They wanted repayment, they wanted cash—A. They were paid off. 

Q. They wanted to unfreeze these loans?—A. Yes. 

Q. At the time you made this loan from the Bank of Montreal was there 
any intimation given to it that there was a possibility of the government guar- 
anteeing the loan?—A. No, I told them I would ask for it. 

Q. The original loan from the bank in 1931?—A. No, sir, none. 

Q. But when the loan was about to come due in 1933 you discussed further 
collateral with the banks.—A. Yes. 

Q. And you gave them an understanding that you would discuss it with 
the government?—A. I told them that I would apply to the government and, of 
course, as you know, the amount was very much extended in 1933 because not 
only were the bank loans to be paid off but these other obligations of ours in 
the next two years were provided for by this loan. 

Q. As a matter of fact, this loan was used to meet approximately $40,000,000 
of obligations maturing in 1933, and there is $20,000,000 approximately—I think 
it is $19,000,000—more to be met in 1934?—A. I think that is right. 

Q. $12,000,000, 5 per cent interest, payable in Canadian currency April 15, 
1934; $2,544,000, 5 per cent interest, payable in U.S. currency or sterling, June 1, 
1934; $975,000, 44 per cent interest, payable in US. currency May 31, 1934; 
$2,000,000, 5 per cent, payable in US. currency, June 30, 1934; and $975,000, 
4% per cent payable in U.S. currency November 30 19342—A. That is correct, 

Q. Making approximately $19,000,000. That is to say $19,000,000 that 
were not immediately needed?—A. No. 

_@. Was this proposal that you should approach the government or make 
application to the government for a guarantee of the loan ever put before your 
shareholders?—A. No it was reported to our shareholders. 

Ihe was reported to your shareholders?—A. We do not require any cor- 
porate action. The directors have authority to do this. 

Q. Was any authorization given to the Company to issue further debenture 
stock at a meeting of shareholders held on May 3, 1933?—A. Oh, yes. 

__ Q. Was that in connection with this?—A. Well, yes. It was in connection 
with the statute which was passed in 1932 extending our powers, and so we asked 
the shareholders for authority to use that, which they gave us. 

; Q. Sub oat to use pues Romee to the extent of $100,000,000?—A. What- 
ver amount we required, I think. Here is the ann repor 
Pe eects ual report of 1932 which was 


_ Owing to financial market conditions no reference stock o - 
solidated Debenture stock was sold during the ad your directors oe 
it advisable that the Company’s requirements should be met by short-term 
loans. These loans amount to $30,000,000, secured by pledge of 
$40,000,000 Consolidated Debenture stock, and $5,000,000 bonds of 
Lucerne-in-Quebec Community Association. Bnodl 
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For the purpose of meeting maturing obligations and providing for 
capital and other requirements of the company, your directors recommend 
that your authority be given to the issue of Consolidated Debenture stock, 
to be disposed of by way of sale or by pledge as security for loans, as 
market conditions and circumstances may warrant. 


Q. It did not say to what extent?—A. No. 

Q. Would it be possible for you to secure and file a copy of the minutes 
of that meeting of the shareholders?—A. Oh, yes, I will be very glad to. They 
are published anyway immediately after the meeting. 

Q. Are the minutes in the report?—A. No. The minutes are sent to the 
shareholders immediately after the meeting. 

Q. Now, you stated in your statement that for sometime previously to May 
30, you had conversations with the government, or members of it, with a view to 
making application for this guarantee?—A. I had a talk—several talks—with 
the Prime Minister. They were confined to my indicating to him what our 
requirements were, what our maturities were, and also a general discussion on 
more than one occasion, of the possible marketing conditions in the United States 
and London which might permit us making a public issue. 

Q. When did these conversations begin, about?—A. I rather think they 
would begin about March, 1933. 

Q. And were carried on, more or less continuously, until May 30, when you 
made the formal application?—A. When I made the formal application. 

Q. Now, I assume that it was as a consequence of the decision taken by the 
government on this formal application that on May 31, 1933, the Prime Minister 
wrote to Sir Charles Gordon. The letter appears on the last page of the sessional 
popers produced here, 150E, page 13. I think perhaps I had better read the 
etter: 


Orrawa, May 31, 1933. 


Dear Str Cuaries,—You have explained to me the proposal which I 
understand has already been discussed with the Canadian banks for 
financing certain capital obligations of the Canadian Pacific Railway Com- 
pany which will mature between the 1st of June next and the end of 1934, 
amounting to approximately sixty million dollars. 

I appreciate that, owing to disturbed economic conditions, it is impos- 
sible to obtain the required amount in any of the foreign markets, but 
understand that the banks, acting in concert, are prepared to advance the 
required amount, if the government will guarantee payment of the principal 
and interest. 

The proposal is that the loan shall be for five years, with interest at 
five per cent per annum payable semi-annually, secured by the pledge by 
the Company of its Perpetual four per cent Consolidated Debenture stock 
of nominal or par value of one hundred million dollars. 

I have discussed the matter with my colleagues and we have decided 
that in the public interest the Railway Company should be placed in a 
position to meet the obligations in question and the government will there- 
fore guarantee payment of the principal and interest of the loan. 

As I am on the eve of departure for England, the transaction will be 
carried out by my colleagues through Sir George Perley, who will be 
Acting Prime Minister in my absence. 

I understand that the Company will shortly require a substantial 
part of the loan, so that I am giving you this assurance in order that 
there may be no delay in making the necessary arrangements between the 
Company and the banks. 
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The Relief Act, 1933, provides that, notwithstanding the provisions 
of any statute or law, the Governor in Council may loan or advance money 
to or guarantee the payment of money by any public body or under- 
taking and in respect of such loans, advances and guarantees may accept 
such security, enter into such agreements and generally do all such things 
as the Governor in Council may deem expedient in the public interest. 
Under the authority of this statute, the requisite order in council will be 
passed as soon as arrangements between the Company and the banks have 
been completed, guaranteeing the payment of sixty millions of dollars, 
with interest at five per cent per annum, payable semi-annually, as above 
indicated. 


Q. Now, I ask if it was on the strength of this letter that the banks actually 
advanced moneys to the Company?—A. I assume so. They will answer for 
themselves but I think that is the case, Mr. Power. 

Q. As a matter of fact, on May 31, the day on which this letter was written 
in Ottawa, there was a payment made in the United States of $975,000, part of 
this $60,000,000, loan, plus the exchange, amounting to $136,500, making a total 
of $1,111,500; there was also paid, on June 1, in connection with the Northern 
Alberta Railways Company’s purchase, $2,500,000; there was also paid, to the 
Bank of Montreal, on June 22, in U'S. funds, $7,500,000 plus exchange of $328,125, 
making a total of $7,828,125; and also to the Bank of Montreal, on June 22, 
$7,500,000; and, on June 30, Instalment Rolling Stock Purchases, $2,000,000 in 
US. funds, plus exchange amounting to $151,000, making a total of $2,151,000; 
July 1, Northwestern National Bank of Minneapolis Loan, $500,000 in USS. 
funds, plus exchange of $38,125, making a total of $538,125; and, on July 15, to 
the Chase National Bank, $10,000,000 plus exchange amounting to $511,143, 
making a total of $10,511,143; and, on August 29, to the First National Bank, 
a payment of $1,000,000 plus exchange $60,312, making a total of $1,060,312; 
and, on November 1, First National Bank, St. Paul, $400,000 plus exchange 
amounting to $16,453, making a total of $416,453; and, on November 1, to the 
First National Bank, Minneapolis, $400,000 plus exchange $16,453, making a 
total of $416,453; making a total payment before November 30, 1933, of $34,033,- 
111,—before November 29, 1933, the date of the order in council. 

Q. Mr. Beatty, I asked you when you went to England? When was it?— 
A. loth July. 

Q. 1933? A large number of these loans, forming a total of what?—A. I 
have not the total here, but I can easily work it out. 

Q. You gave it as $34,000,000?—A. About $30,000,000 odd was already 
obtained. There were two instalments, instalment of $35,000,000 and 
$25,000,000. 

_ Q. Did you go to England expressly for the purpose of endeavouring to 
raise money in England?—A. That was the principle object of my trip. 

Q. But you already had—A. I wanted to get rid of this thing as quickly as 
I could, if I could get a public issue. : 

Q. Had you been able to make a public issue, the necessity for this guar- 
antee would not have arisen?—A. No, sir. : 

Q. So the transaction would have been carried on with the banks without 
there having been any necessity for an order in council?—A. No, if I had made 
a public issue I would have got money and paid off the banks. 

Q. You would have paid off the banks?—A. Yes. 

Q. But there would have been no necessity for the making public of any of 
those transactions?—A. Well, I do not—I would not say that because we would 
have reported the liquidation of the loans. 
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By Hon. Mr. Ralston: 

Q. Just to keep the record clear with regard to the issue of debenture stock, 
I should like to ask this question. The total amount of debenture stock which 
is now owed, is how much?—A. $515,000,000. 

Q. I beg your pardon?—A. $515,000,000, including debenture stock that is 
deposited as collateral. 

Q. Can you break that up? I notice what you said up to December 31, 
1932.—A. Yes. 

Q. I think there would be $226,000,000 payable in sterling in the hands of 
the public——A. Do you want to know the total amount of debenture stock out- 
standing? 

Q. Yes.—A. At the end of December, 1933, we had issued $515,911,000 o7 
which $224,500,000 was pledged as collateral security to bonds and bank loans 
leaving debenture stock in the hands of the public, mostly in England and the 
United States, to the amount of $291,411,000. 

Mr. Gary: The same as you had the year before. 

Witness: Yes. only the collateral has been increased, Colonel Geary. 


By Hon. Mr. Ralston: 

Q. Now, go back to December 31, 1932?—A. Yes. 

Q. As I understand it, there were $226,000,000 payable in the hands of the 
public.—A. 1932? 

@. December 31, 1982_—A. Where do you get that figure? 

Q. I thought I got it from you. Perhaps I am wrong. 

Mr. Bowman: $291,000,000. 

Witness: In the hands of the public there was exactly the same amount 
in 1932 as in 1933. 


By Hon. Mr. Ralston: 

Q. I am not differentiating between debenture stock payable in sterling, 
and in United States figures.—A. $65,000,000 debenture stock payable in United 
States funds the balance in sterling. 

Q. The balance of $291,000,000 in sterling?—A. Yes. 

Q. The balance would be $226,000,000?—A. That is right. 

Q. So that the total in the hands of the public as at December 31, 1932, 
was $291,411,000?—A. Yes. 

Q. And at that time there was also pledged to secure collateral, collateral 
trust bonds of $164,000,000?—A. Yes, $164,500,000. 

Q. That makes roughly $455,000,000?—A. It is included in the total. 

Q. Now, in addition to that, was there any stock at the end of December, 
in 1932, pledged to secure bank loans?—A. Yes. 

Q. How much?—A. I do not know, off-hand, what the exact amount of col- 
lateral was, but if you take the difference between the amount issued in 1933 
and 1932 you will find that the debenture stock has increased by $100,000,000, 
less the amount of the collateral released by the discharging of these prior loans. 
I can have that worked out for you, but our statements do not show the exact 
amount. 

Q. I think roughly it amounts to this, that the increase between December 
31, 1932 and December 31, 1933, is $50,000,000 gross?—A. Yes. 

Q. So that of the $100,000,000 which has been pledged to secure the govern- 
ment guarantee, $50,000,000 is represented by released collateral?—-A. I should 
think that would be about right, without checking it. 

Q. Now, you say you cannot give us how much in addition to the $455,000,- 
000 was pledged to secure the bank loans, but at the end of December, 1932, 
you say that it was approximately $50,000,000°’—A. The collateral is not listed 
in our statement, but I can get it for you if you would like to have it. 
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Q. What I had in mind was this: With regard to your figure of surplus of 
$800,000,000, I understood you to say you have $800,000,000 of a surplus of 
issued debenture stock. What I wanted to get at was what part of that was 
surplus?—A. The surplus is composed of two things, capital, preference and 
common stock, and the surplus of the company as a result of its operation, assets 
and other properties, a little over $300,000,000 at that time, and that total is 
the $826,000,000 which I gave you. 

‘Q. I wanted to get the surplus. In arriving at your surplus, at what 
figure do you put your collateral, your outstanding debenture stock?—A. We 
just take everything that we have issued, and ascertain our surplus after that. 
If you have a copy of the report, you will find our surplus is outlined there, 
capital stock less discount of bonds and notes, $66,000,000—I am quoting from 
1932—land surplus of $120,000,000, revenue 4167,000,000— 

Q. I think we are at cross purposes. As I understand the statement you 
gave, you placed your surplus at $800,000,000 over and above the consolidated 
debenture stock?—A. Right. 

Q. And that the surplus would be represented by assets on one side, and 
liabilities on the other?—A. Yes. 

Q. The difference between the assets and the liabilities. What I am asking 
is this: in arriving at that $800,000,000 at how much do you put consolidated 
debenture stock?—A. We take the consolidated debenture stock at par. 

Q. What is the figure?—A. I do not know the total of that. I would have 
to calculate each individual item here in this list. As I say, I have not the 
statement in front of me showing what is deposited in respect of each item. 

Q. What I was trying to do was to get the figure of how much you take 
for consolidated debenture stock?—A. I understand. 

Q. So, you have not the figure there?—A. Of course, the question of 
debenture stock and the liability of all comes off before we reach a surplus. 

Q. What I am trying to get at is, what is the figure?—A. I cannot give 
you that offhand. 

Q. You show the same amount of debenture stock outstanding in May, 
1933, that is to say, $455,000,000?—A. Well, there again I would have to 
analyze what was released and what was put up on that particular day, 
Colonel. 

@: You have not it?—A. No. 

Q. Can you give us a statement of your actuai net rate now?—A. Yes. 

Q. And the total amount of debenture stock which was issued either in 
the hands of the public held at collateral for collateral trust bonds, or held 
“ eel for bank loans as of May 3, 1933, when the resolution was passed ?— 

. Yes. 

Q. And in that statement, Mr. Beatty, would you show us separately how 
much the consolidated debenture stock was to cover the loans which were 
subsequently absorbed by the government, or which would be subsequently 
absorbed because of loans?—A. Yes. 

Q. In 1934? Now, the limit of your issue of consolidated debenture stock, 
as I understand it, is one-half the value of the assets shown by the balance 
sheet?—A. Yes. 

Q. And the value of the assets as shown on the balance sheet is what?— 
A. About $1,167,000,000 in that year. 

Q. That is; December 31, 1932?—A. Yes. 

Q. Is your fiscal year the current year?—A. Yes. In elaboration of that 
answer may I say that at the end of 1931—I take that year because I can 
make a comparison with American roads—the percentage of funded debt of 
the Canadian Pacific, including note certificates of total capitalization was 
48-8 per cent; United States, class one railroads, 624 per cent. 

Q. What was the last figure?—A. 624 per cent. 
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Q. You said the valuation in the last balance sheet. I have not the balance 
sheet before me. How is that valuation arrived at?—A. I was quoting from 
the annual report of 1932, and the assets, property irvestment, railway rolling 
stock, equipment, lake and river steamships and hotels, $871,789,000; ocean 
steamships, $116,408,000; acquired securities, $178,000,000; and that total is 
$1,167,000 000. 

Q. How is that valuation on railways and steamships arrived at?—A. That 
is the cost— : 

Mr. Geary: On book costs? 

Witness: Yes. 


By Hon. Mr, Ralston: 


Q. That is the way they are related all the way through?—A. Yes. 

Q. No write-off?—A. Just ordinary write-offs. We make every year de- 
preciation on ocean and coastal steamers and rolling stock replacement. 

Q. The valuation for the purpose of determining the limit of the issue of 
consolidated debenture stock is on book values or cost values?—A. Yes. 

Mr. Geary: You set up no depreciation on equipment, do you? 

Witness: No, we replace it. 


By Hon. Mr, Ralston: 


Q. Colonel Geary calls my attention to the fact that when Iasked you about 
your fiscal year I used the word “current year.” Of course, I meant calendar 
year.—A. Yes, I understood you. 

Q. Now, with regard to your discussions with the Prime Minister in March, 
I think you said they began in March, 1933. In your early discussions with him, 
did you suggest the possibility of insisting on a government guarantee?—A. I 
said, as I recall it, I might have to come to him later. 

Q. And was the discussion then about other banks to take a portion of the 
loan?—A. Yes. 

Q. Who initiated the discussions with the other banks?—A. I did, through 
the Bank of Montreal. 

: Q. That is, the Bank of Montreal discussed it with the other banks?—A. 
es. 

Q. Did you get a reply from the Bank of Montreal?—A. In some cases 
I got it direct. I saw some of the presidents of the other banks myself, with 
the president of the Bank of Montreal, and got their views. 

Q. What was their attitude?—A. Very favourable. 

Q. No hesitation on their part?—-A. No. 

Q. That was predicated on the government guarantee?—A. Yes. 

. When were you in a position to be able to say to the Prime Minister that 
the other banks would come in on the loan if the government guaranteed it?— 
A. I gave on my last interview with him in my-— 

Q. Were you not in a position before that?—A. No. 

Q. When was the actual verbal assurance given, Mr. Beatty, that the 
government would guarantee the loan?—A. Well, there certainly was no commit- 
ment on the Prime Minister’s part up to the 30th of May. As a matter of 
fact he did not make a definite decision either way just took it under consider- 
ation. 

Q. It seemed to me as if the letter of May 31st was formed on a prior 
pledge?—A. Yes, at that interview he said, subject to the approval of his 
colleagues. 

Q. But the discussion had been going on through March, April and May?—~ 
A. Yes, between me and him. 
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Q. Was the thing which brought it to a head the fact that the loan of May 
31, was coming due?—A. No, the 22nd June obligation was that which brought 
it to a head. 

Q. I beg your pardon?—A. The 22nd June obligation was what brought it to 
a head. 

Q. Had you an understanding with the Prime Minister previous to the 
writing of the letter of March 31st?—A. No, sir. 

Q. That he would guarantee a loan?—A. No. 

Q. May 31st?—A. May Sist. 

Q. Do I understand that the verbal assurance was given at the meeting of 
May 30th?—A. Yes, subject to the approval of the cabinet. 

Q. I beg your pardon?—A. Subject to the views of his colleagues. 

Q. You had not effected any loans up to that time based on the assurance 
of the guarantee?—A. No. 

Q. When you say the banks actually consented to it, you would have to 
give the Prime Minister assurance in the interview of May 30th? How long 
before that did vou have the assurance that the banks would take their share 
of the loan?—A. Well, we did not see the banks at the same time. It might 
easily have been a week or ten days. 

Q. When was the schedule worked out as to the approximate proportion ?— 
A. Well, we asked the banks if they would come in on the basis of ratio of 
capital stock reserve to each other. 

Q. Was that the basis on which your discussions were conducted?—A. Yes. 
As I explained in my statement, two banks asked for a moderate change, and 
that was accepted and the Bank of Montreal took the shares that they did 
not take. 

@. Up to the time of these negotiations with the other banks, the Bank of 
Montreal was the only bank concerned at all?—A. Yes. 

By Mr. Raymond: 

Q- You said that the Bank of Montreal was the principal bank of the 
C.P.R.2—A. Yes. 

@. Up to 1931 you were never faced with the necessity of borrowing money 
from the bank. In 193i how much did you borrow from the Bank of Montreal? 
—A. $20,000,000. 

Q. At the end of the year 1931 you owed to the Bank of Montreal $20,000,- 
000? When did the depression start for the company?—A. In 1931. It had 
started before then, but it was not so noticeable in our revenue until 1931. 

Q. Revenues were falling down in 1931?—A. Yes. 

Q. To what extent?—A. Oh, very rapidly. It is in the statement. I can 
give it to you. The surplus, after fixed charges, in 1931, was $14,584,000, which 
was a very great decrease over the year before. The gross rail earnings in the 
year decreased $38,600,000 and the net rail earnings $12,600,000, and that again 
was decreased, in 1932, so far as gross was concerned. This decreased in 1933, 
but our economies by that time had overtaken the loss in gross, 

Q. Comparing 1931 with 1930, what is the amount of net decrease?—A. I 
can give you that in a yearly surplus. Jn 1930 our surplus was $39,131,000, 
and in 1931 it was $14,584,000. 

Q. In 1932, did the C.P.R. pay any dividend on the common shares and on 
the preferred shares?—A. Not on the common, nothing on the common. 

Q. On the preferred shares. We will start with the preferred—A. Yes, we 
paid a small dividend in 1932 on the preferred, 2 per cent. 

Q. I want to know the amount.—A. In money? 

Q. Which was paid, yes—A. $2,745,000. 

Q. On the preferred stock?—A. Yes. 

Q@. And on the common stock?—A. Nothing. 

[Mr. E. W. Beatty] 


156 SELECT STANDING COMMITTEE 


Q. If you allow me, I would refer you to the annual report ending Decem- 
ber 31, 1932, and I read this on page 16: “ Dividend on ordinary stock for last 
quarter, 1931, $4,187,500 paid in April, 1932?—A. Yes. 

Q. $4,187,500?—A. That is 1931. 

Q. No, paid in 1932.—A. Yes, paid in 1932 because declared in 1931. It is 
1931 earnings. 

Q. Making a total of $6,932,638; is that correct?—A. Yes, but not 
attributable to that year. The common stock dividend was declared in respect 
of 1931. 

Q. The last quarter was got in 1931 but paid in 1932?—A. That has always 
been thé practice to declare the last quarter in the next three months. 

Q. Then, in 1932, were you still faced with the necessity of going back 
again to the Bank of Montreal to procure some money and to what extent?— 
A. In 1932 we extended our loans. 

Q. Renewed?—A. Yes. 

Q. So that, at the end of the year 1932, the debt of the C.P.R. in favour 
of the Bank of Montreal did not exceed $20,000,000?—-A. Yes. This year 
there was a change in the character of one of our loans, and the total was 
$20,000,000, I think. I am speaking from recollection now—no, $30,000,000 in 
1932, Mr. Raymond; that is $10,000,000 to the Chase Bank and $20,000,000 to 
the Bank of Montreal. You are speaking of the Bank of Montreal? 

Q. And during that same year, 1932, the revenues still continued to decrease? 
—A. Yes. 

Q: Is that cornect?—-A. Yes. 

Q. To what extent as compared with the year 1931?—A. Our surplus after 
fixed charges for 1932 was $1,007,000. 

Q. I want net revenue?—A. Well, net earnings, the difference between the 
two. The net earnings were $20,000,060 in 1933, and $58,000,000, net railway 
revenue in 1929. 

Q. 1930 and 1931?—A. In 1931 net earnings from railway earnings were 
$25,000,000, special income $10,000,000, a total of $36,000,000, fixed charges 
reducing that to $14,500,000. 

Q. Coming up to 1932, when did you face the loan due to the Bank of 
Montreal, and what was the amount in March, 1933?—-A. March, 1932. 

Q. March, 1933?—A. We owed the Bank of Montreal $20,000,000. 

Q. $20,000,000?—A. Yes. 

Q. And I understand that the Bank of Montreal wanted to be reimbursed 
or wanted to get additional security; is that correct?—-A. They asked for addi- 
tional security in 1932; they asked for additional security, not more than 1931. 

@., Also mov IBS. Wes. 

Q. Did the C.P.R. have any shares of Consolidated Mining and Smelting 
Company at that time?—A. Did we? 

@P Wes Ne ex 

Q. You still have them?—A. Oh, yes. 

Q. Are they not good security for any loan?—A, They were given to the 
Bank of Montreal. 

Q. When—A. 1933. 

Q. But in 1933 when the Bank of Montreal wanted to have additional 
securities, did the C.P.R. have 275,000 shares of Consolidated Mining and Smelt- 
ing Company?—A. I would think so. It is in our schedules. Are you speaking 
of 1932 or 1933? 

Q. 1932—A. Yes, we had a lot of them. 

Q. At the time when the Bank of Montreal wanted to have additional 
security?—A. Yes. At the end of 1932 we had 305,587 shares of Consolidated. 

Q. Didn’t you think you had some way of financing your debt to the Bank 
of Montreal with these shares of Consolidated Mining and Smelting?—A. Do 
you mean to dispose of them and pay the— 
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Q. You could have given them as security for the loan-—A. We did, part 
of them, gave them 100,000 shares as security. 

Q. 100,000 shares were given?—A. Yes. 

Q. You had in your treasury then 175,000 more?—A. Yes, easily. 

Q. You did not use them?-—A. No; the bank was amply secured at that 
time, anyway, because they had consolidated debenture stock as well. 

Q. In March, 1933, I understand that the Bank of Montreal did not consider 
the first loan was safe, and wanted additional guarantees?—A. No, I did not say 
that, Mr. Raymond. As a matter of fact, when you mentioned those broken 
dates, I cannot tell you exactly what the bank had, though Mr. Dodds can. 

Q. Mr. Dodds can give me that information?—A. Yes, he has got that all 
tabulated. 

Q. Now, about the participation of the other banks in the loan of $60,000,000. 
Did any official of the C.P.R. interview the officers of those other seven banks 
outside the Bank of Montreal?—A. I did. 

Q. You did with all of them?—A. Not all, but some of them. 

Q. And it was in March and April?—A. No, I did not speak to every bank 
that early, only to the Bank of Montreal. Later on I took it up with the other 
banks and Sir Charles Gordon did likewise. 

Q. They were satisfied to participate in the loan as long as the government 
was willing to guarantee the loan?—A. Yes. 

Q. But the order-in-council was passed in November, 1933?—A. Yes. 

Q. Advances were made by these banks before that?—A. Yes, on the 
strength — 

Q. On the strength of the letter dated May 31, signed by Mr. Bennett?—A. 
Yes, undoubtedly. 

Q. Was that letter given to any of the other banks?—A. Not so far as I am 
aware. 

Q. But this letter is addressed only to the Bank of Montreal.—A. Yes, the 
Bank of Montreal was the head of the syndicate of banks that we have been 
speaking of. 


By Hon. Mr. Euler: 

Q. Mr. Beatty, might I address a few questions as a layman not as a 
lawyer, trying to get a little information. I take it that the $60,000,000 required 
by the railway was required entirely for capital purposes?—A. Yes. 

Q. It covered also the requirements of 1934?—A. Yes. 

Q. That is, maturities. During 1934, how much of that $60,000,000 has 
already been expended, just approximately?—A. I can give you that. About 
$40,000,000. 

Q. About $40,000,000?—A. Out of the obligations maturing during the year 
Eee 0 were retired, and $1,410,000 of securities maturing in 1934 were 
secured— 

Q. That leaves about $20,000,000. Is that with the treasurer or at the 
credit of the company at the various banks?—A. Well, of course, moneys are 
deposited in many banks. ; 

Q. The question I wanted to ask particularly was, is this balance of some 
$20,000,000 ear-marked for this particular purpose, for the purpose of retiring 
those capital commitments?—A. It is with me; it is intact. 

Q. I want to ask this question, and I hope it is not embarrassing, Mr. 
Beatty: could the balance of $20,000,000 which you still have with the banks be 
ear-marked for any other purpose, or is it specifically ear-marked for the 
purpose of retiring these maturities during 1934?—A. I can answer that in this 
way, Mr. Euler ; the directors have borrowed this money for a specific purpose 
and it is my obligation I take it to see that it is spent for this purpose only. 
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Q. It would not be ear-marked for the current business of the company ?— 
A. No. 

Q. There is no specific guarantee of that, I suppose.—A. No. 

Q. The obligations of 1934 will absorb the full $60,000,000?—A. Correct. 

Q. Have you many capital obligations to meet in the year 1935?—A. No. 
We have very few obligations, none of a major character, before 1937. 

Q. My point is this: If there were, would it be a fair assumption if condi- 
tions do not improve, that is, market conditions for the placing of your deben- 
tures, that you might have to come in the year 1935 for additional guarantees 
from the Canadian Government?—A. I hope not. 


By Mr. Jacobs: 

Q. Mr. Beatty, I would like to ask just one or two questions. You are a 
director of the Bank of Montreal?—A. Yes. 

Q. And Sir Charles Gordon is a director of the Canadian Pacific Railway ?— 
Aa Yes. 

Q. Is that why the Bank of Montreal insists on having security?—A. Sir 
Charles Gordon is Scotch. 

Q. I understood you to say, Mr. Beatty, that you had an interview with 
Mr. Peacock and subsequently with Mr. Norman, and that it was represented 
to you that inasmuch as the Canadian Government was about to negotiate, or 
had negotiated, a loan there was not enough money available at that time to 
market both these securities, that is, the Dominion Government and the Cana- 
dian Pacific—A. The Dominion Government had the first call, but issues of 
private companies outside of England were not permitted. 

Q. But that was the reason?—A. Government financing had_ precedence, 
in their view. I am not quarrelling with it at all because they have other 
Dominions to take care of besides ours, and we were promised first considera- 
tion, when conditions permitted more general financing, but up to the moment 
it was to be confined to the Government financing, and that to the Federal 
Government. 

Q. It was not in consideration of your not pressing your importunities that 
the Dominion Government agreed to it, in the matter of guaranteeing this loan 
to the Bank of Montreal?—A. No, there was no question of that at all raised, 
Mr. Jacobs, so far as I recall. We made the direct appeal to the Bank of 
England, the fiscal advisors of the Exchequer in England, and they said No, 
not now, very definitely, but very politely. 

@. You were prepared to pay 5 per cent, and the Dominion Government. 
got it at 4 per cent?—A. Oh, yes, but it is quite a different thing between a 
private institution borrowing money and the Government. 


Mr. Jacoss: Exactly. 


By Mr. McGibbon: 


Q. Is the amount you spend each year a reasonable amount for deprecia- 
tion?—A. Yes. 

Q. Is there an operating loss or an operating profit on the Royal York and 
“Empress of Britain”?—A. A profit on the Royal York and, and an operating 
orofit on the “ Empress of Britain”; a profit on both. 


By Hon. Mr, Mackenzie (Vancouver Centre): 


Q. Can you tell the committee what is the total amount of the loans and 
obligations that were unfrozen in the United States as a result of this loan, 
$60,000,000?—A. That is what Colonel Ralston asked me. I have not got it. 
broken down in the form of proportions to supply it. 
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Q. Can you tell the committee, in a word, the total amount of dividends 
paid by the Canadian Pacific Railway Company in the three years 1930, 1931, 
and 1932? 

The CuatRMAN: Can you separate those between preferred and common? 


Mr. Mackenziz: Yes, I would like that separated between the common 
and the preferred, if possible, for 1930, 1931, and 1982. 


The Witness: You want to start at 1930. 


By Hon. Mr. Mackenzie: 

Q. Yes, please, dividends paid in 1930, 1931, and 1932, differentiating 
between the dividends on the preferred and the common?—A. For 1930, divi- 
dends paid on common stock of 5 per cent amounted to $33,242,000; and on 
preference stock, 4 per cent, $5,005,000; then 1981, 5 per cent on common. 
$16,750,000, and on preference stock 4 per cent, $5,410,000; and in 1982 nothing 
on the common; 2 per cent on the preferred, $2,745,000. 

Q. What is the total for the three years?—A. Well, you can add. Just 
about $50,000,000, a little under $50,006,000 on the common and $13,160,000 on 
the preferred. 

Q. Arising out of the question suggested by Mr. Jacobs, would you be 
good enough to tell us how many of the directors of the Canadian Pacific Rail- 
way are also directors of the Bank of Montreal.?—A. Six. 

Q. Might I have the names, please?—A. Sir Charles Gordon, myself, 
Colonel Henry Cockshutt, Mr. W. N. Tilley, Mr. Ross McMaster and Mr. 
W. A. Black. 

Q. Might I ask if any of the directors of the Canadian Pacific are also 
directors of the Bank of England?—A. Yes, Mr. Peacock is a director of the 
Bank of England and Mr. Reginald McKenna is chairman of the Midland Bank; 
there are two directors from the Bank of Commerce, Mr. Richardson and Lord 
Shaughnessy; there are two from the Royal Bank, Sir Herbert Holt— 

Mr. JAcops: That is enough. 

The Wirness: And Mr. W. J. Blake Wilson; there is one from the Imperial 
Bank, Mr. J. W. Hobbs; one from the Dominion Bank, Mr. Robert 8. 
McLaughlin; one from the Bank of Toronto, Colonel Frank S$. Meighen; one 
from the Chase Bank of New York, Mr. Robert C. Stanley. That comprises 
the list, and of the six directors of the Canadian Pacific Railway, who are 
also directors of the Bank of Montreal, four were on our board for a con- 
siderable time before they were invited to join the Bank of Montreal board, 
and two were on the Bank of Montreal board before they joined our board. 


By Mr. Duff: 

Q. Mr. Beatty, in your conversations with the Government between March 
and May, 1933, with reference to this loan, was any consideration ever given 
to the fact that instead of the Government guaranteeing the banks so that you 
could borrow the $60,000,000 from them that they guarantee your Consolidated 
debentures so that you could offer them to the public?—A. No, sir, because 
we considered the markets closed. 

Q. So that when you went to England in July, 1933, you would not have 
been able to get the money over there?—A. No. 

Q. Nor in the United States either?—A. No, the United States was hopeless. 


By Mr. Howard: 


Q. In 1931, you say your borrowings from the Bank of Montreal were 
$20,000,000. Does that include borrowings from the Bank of Montreal in the 
United States as well as in Canada?—A. Yes. 
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Q. And, in 1932, you owed the Chase National Bank, or your borrowings 
from the Chase National Bank were, $10,000,000 and your borrowings from 
the Bank of Montreal were $25,000,000?—A. The Chase Bank was $10,000,000, 
Mr. Howard. 

Q. Then the loan was the same, or did it increase to $25,000,000? I under- 
stood you had $25,000,000 from the Bank of Montreal, in 1932?—A. There was 
a change. I would rather Mr. Dodds give you his list, it is all on that. I have 
not got that before me. 

Q. What was your peak loan from the Bank of Montreal during the years 
1930, 1931 and 19382?—A. $20,000,000. 

Q. Your peak loans were $20,000,000?—A. Yes. 


By Mr. Bowman: 

Q. Mr. Beatty, you mention the fact that you first saw the Prime Minister 
rather informally, in March. It was about that time the banks failed in the 
United States?—A. Yes. 

Q. Was it before or after, or about the time of the failure of the banks in 
the United States that you first spoke to Mr. Bennett?—A. Well, it was going 
on for some little time, Mr. Bowman. The situation in the United States, 
you will remember, was becoming critical from the first of the year, and it was 
in March, I think, that the general bank holiday was declared. 

Q. Yes, sometime about March 8th or 9th, if I recollect correctly?—A. Yes. 

Q. And do you remember, Mr. Beatty, with reference to the 8th or 9th of 
March as to the time of your first visit to Mr. Bennett?—A. Well, it would be 
in March sometime. I cannot fix the date in March. 

Q. As I understand from the formal statement which you read, only two 
classes of security rank in priority to the Consolidated Debentures issue, that 
is, first mortgage bonds, the annual charge ef which is $3,600,000?—A. The two 
classes of securities are those mentioned in the statute creating the power to 
issue Consolidated Debenture stock, and they have to take into consideration 
that at that time there were certain obligations of ours outstanding, among 
others the mortgage of the Algoma Branch and certain rentals of subsidiary 
companies which we operate and which were included in our property, and 
which were existant at that time. 

Q. What was the amount of the annual charge on the first mortgage bonds 
outstunding?—A. The properties consist of first mortgage bonds of the com- 
pany aggregating in principal amount $3,650,000 on which the annual interest 
charge is $182,500, and the annual rentals— 

Q. As I say, those are the only two charges that rank in priority to the 
perpetual Consolidated debentures?—A. Yes. 

Q. Now, will you give me the net annual income that is available to meet 
the charges on the two items that you have referred to, the first mortage bonds, 
and the rental charges, that is, the net annual income available to meet these 
three, the interest on the first mortgage bonds, the rental charges, and the per- 
petual debenture issue?—A. Well, it changes every year, Mr. Bowman. 

Q. Well, say for the year 1933?—A. $27,084,000 in that year. 

Q. $27,084,000, and in that year there were in the hands of the public 
$291,000,000 of the perpetual debenture issue?—A. Yes. 

Q. And our fixed charges in that year, Mr. Bowman, were $24,388,000, 
leaving a surplus in earnings for the year of $2,695,000 before pensions. 

Q. And has the company ever at any time in its history made default in 
any of the interest falling due on those perpetual debenture issues?—A. No, 
never. 

Q. Reference has been made, Mr. Beatty, to Consolidated Smelters in 1932, 
and the fact that the Bank of Montreal held 100,000 shares as collateral to the 
amount of advances to the Company?—A. Yes. 
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Q. The value on the market of Smelters, in 1932, fell to a very large degree, 
did it not?—A. Temporarily. I understand it fluctuated a great deal. 

Q. At one time it was down below $30 per share.—A. I think it went as low 
as $25. I am not sure. 

Q. I rather gathered, Mr. Beatty, from a question asked you by Mr. Power, 
that it was rather intimated, I should say, that the company had something to 
conceal in connection with this transaction?—A. Oh, no. 

Mr. Powmr: I did not say that. 


The Wirness: Mr. Power did not suggest that. 


By Mr. Bowman: 

Q. Well, possibly not. I will ask a question then, Mr. Beatty. Has the 
company anything to conceal from the public in connection with these trans- 
actions. 

Hon. Mr. Euter: The answer is No. 

Mr. Bowman: Mr. Chairman, may I ask at this stage that the Order in 
Council of November 29, 1933, which covers the loan under discussion be placed 
upon the record. 

The Cuarrman: It will be placed on the record. 

Mr. Bowman: Well, I am asking that it appear at this stage:— 


P.C. 2490 


1. Certiriep to be a true copy of a Meeting of the committee of the 
Privy Council, approved by His Excellency the Governor General on the 
29th November, 1933. 

The committee of the Privy Council have had before them a joint 
report, dated 28th November, 1933, from the Right Honourable the Prime 
Minister, the Minister of Finance and the Minister of Labour, sub- 
mitting :— 

1. That they have had under consideration a request to the govern- 
ment from the Canadian Pacific Railway Company for a guarantee of 
a loan of sixty millions of dollars, to be borrowed from: Bank of 
Montreal, the Royal Bank of Canada, the Canadian Bank of Commerce, 
the Bank of Nova Scotia, the Dominion Bank, the Bank of Toronto, the 
Imperial Bank of Canada, and Banque Canadienne Nationale, and to be 
repaid on or before the 1st day of December, 1938, with interest at the 
rate of five per centum per annum, payable half-yearly, secured by the 
deposit with and pledge to the said banks by the said Railway Company 
of its perpetual four per cent consolidated debenture stock having a 
nominal or par value of One Hundred Millions of Dollars. 

2. That the amount to be loaned by each of the said several banks 
to the said Railway Company is as follows:— 


Bank of Montreal... . . CMe Aur cigacrattrne: ey ds act.” $22,444,000 
The Royal Bank of Canada bo De hols OS a Ae eae een 12,280.000 
Whem@anaciansbankeok Commences 6°. ts ee 10,524,000 
ivemmankwoie Nova scotia. - ieee. Ad 1. ee, 5,180,000 
PitegsD) omumionpR amikee seater, Bee ee 2,808,000 
The Bank of Toronto... .. . Bi SS oo RRS See a 2,632,000 
The Imperial Bank of Canada re ee err Kvn tei cakes at 2,632,000 
amauen@anadventve Nationale). 5a) BP ff ia iy per: 1,500,000 

Mota oS ee a ce ere oy $60,000,000 


3. That careful consideration has been given to the request of the 
said Railway Company and it appears that the capital obligations and 
indebtedness payable by the said Railway Company in the United 
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States of America between the first day of June, 1933, and the first day 
of December, 1934, amount in the aggregate to thirty-two millions seven 
hundred and eighty-eight thousands of dollars. The capital obligations 
and indebtedness payable in the Dominion of Canada during the same 
period by the said railway company amount in the aggregate to twenty- 
seven millions of dollars. Of the said capital obligations and indebted- 
ness of thirty-two millions seven hundred and eighty-eight thousands of 
dollars payable in the United States of America, two millions five 
hundred and forty-four thousands of dollars, part thereof, are payable 
in either the United States of America or in Great Britain, 

4. That the said capital obligations and indebtedness of the said 
railway company have been incurred in the usual conduct of its business, 
and it has been the practice of the said railway company to retire its 
outstanding capital obligations by the sale, from time to time, of its 
perpetual four per cent consolidated debenture stock, but, under the 
economic conditions which have prevailed for some time, it has been 
impossible, and is still impossible, to sell such perpetual consolidated 
debenture stock, or any other securities of the said railway company on 
satisfactory terms, if at all, either in the Dominion of Canada or in the 
United States of America. 

5. That the president of the said railway company recently visited 
London, England, and has reported that it is impossible to secure per- 
mission, under existing economic conditions, to make a public offering 
of the securities of the said railway company in the United Kingdom; 
and, apart from the existing governmental prohibition against the sale 
in the United States of the securities of private companies or corpora- 
tions domiciled elsewhere than in the United Kingdom, railway securi- 
ties (other than domestic) of all kinds are not in demand in the United 
Kingdom; and, further, that it is not practicable presently to renew 
the obligations of the said railway company maturing in the United 
States of America. 

6. That after careful investigation 1t was apparent that the only 
source from which money could be borrowed by the said railway company 
to meet its said maturing capital obligations and indebtedness was the 
chartered banks of Canada, and such banks do not make loans for a 
period of five years unless they are so adequately secured or* guaranteed 
as to enable the said banks to re-discount or obtain advances on the notes 
of the borrower and thus render available for the conduct of their 
ordinary commercial business the whole or such portion of the advances 
made as may be required; and, under existing economic conditions, with 
the low level of prices for railway securities, the guarantee of repay- 
ment by the Dominion of Canada was necessary if the said loan of sixty 
millions of dollars was to be made to the said railway company by the 
said banks. 

7. That the perpetual four per cent consolidated debenture stock of 
the said railway company is widely distributed in various parts of the 
world, particularly in the United Kingdom, where the market price 
thereof has in recent months been as high as eighty-five per cent of 
the par value thereof, and, in the opinion of the ministers, failure by the 
said railway company to pay and discharge its said capital obligations 
and indebtedness at maturity would create a situation injurious to the 
credit and financial position of the Dominion. 

8. That, under the provisions of the Relief Act, 1938, the Governor 
in Council is authorized and empowered to loan or advance money to 
or guarantee the payment of money by any public body, corporation or 
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undertaking, and in respect of such loans, advances and guarantees, may 
accept such security, enter into such agreements, and generally do all 
such things as the Governor in Council may deem necessary and ex- 
pedient in the public interest; and to take all such measures as in his 
discretion may be deemed necessary or advisable to protect and maintain 
the credit and financial position of Canada. 

9. That the said railway company is a public corporation carrying 
on its operations not only in Canada but in other parts of the world; and, 
in the opinion of the Ministers, under present disturbed economic con- 
ditions, it is desirable, to prevent default by the said railway company 
in discharging its said capital obligations and indebtedness as they 
mature, and in the public interest, to grant the request of the said 
railway company as a measure for the protection and maintenance of 
the credit and financial position of Canada. 


The Ministers, therefore, recommend that the Minister of Finance 
be authorized and empowered to enter into an agreement with each of 
the said eight chartered banks, guaranteeing payment to such bank of 
the sum mentioned-in the said agreement, being the amount loaned or 
to be loaned by the said bank to the said railway company, as herein- 
before mentioned, with interest at the rate of five per cent per annum, 
payable half-yearly, in the following general form:— 

HEIc) ACREEMIENG. | made and entered into this’. 0... 7 0...... 
GIB. Ol so 6-6 uicuardiciasienpacnnese 1933, BETWEEN 

His Majesty the King, in right of the Dominion of Canada, herein- 
after referred to as and designated—The Crown, acting herein by the 
Honourable Edgar N. Rhodes, K.C., the Minister of Finance of Canada, 
thereunto duly authorized by Order m Council, No. P.C......... of the 
First Part; and 

ee ee ee. ee: , a Canadian Bank, duly chartered under 
the Bank Act and the Bank Charters Continuation Act, 1933, herein- 
after referred to as and designated the Bank of the Second Part— 


Whereas the Bank has loaned or proposes to loan to the Canadian 
Pacific Railway Company sums amounting in the aggregate to.......... 


Wallan memayablends ton. 5.. 0... Dollars, part thereof, on the 
IMiEM iy SCCONGHCMo ‘Or sume, MISS and as) tO.....4..5......6 Dollars, 


the balance thereof, on the first day of December, 1938, all with interest 
at the rate of five per cent per annum, payable half-yearly, evidenced 
by the promissory notes and undertakings of the Railway Company and 
secured by the deposit with and pledge to the Bank of the perpetual 
four per cent consolidated debenture stock of the railway company having 
Peo Or par vale Ol. ...........-. Dollars, represented by cer- 
HT CAMO ING As eve ch aaaes MEPMSNCKeU, MMe MANN Of sure 5... ok ae 
and delivered to the Bank herewith. 


And whereas the railway company has requested the Crown to 
guarantee the repayment to the Bank of the said sum of.............. 
Wollncomamde es ee pe Dollars, amounting in the aggregate to 
ee eS. Dollars, as aforesaid, at the respective dates of the 
maturity thereof, with interest at the rate of five per cent per annum, 
as aforesaid, and the Crown has agreed so to do; 


Now therefore, this agreement witnesseth as follows:— 
I The Crown hereby guarantees the repayment to the Bank at 
maturity of the whole of the then unpaid balances of the loans made 


or to be made by the Bank to the Canadian Pacific Railway Company, 
amounting in the aggregate to the sum of.............. Dollars, with 
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interest thereon at the rate of five per cent per annum, payable half- 


Yeanly. dhe date ol matunihy Oley aes Dollars of the said loans 
being the twenty-second day of June, 1938, and the date of the maturity 
Che ree ee Dollars, being the balance of the said loans, the 


first day of December, 1938, and the due dates of the interest payments 
thereon being the twenty-second/twenty-fifth day of December and the 
first/fourth day of June in each and every year during the currency 
of the said loans. 

2. In the event of default being made by the Canadian Pacific Rail- 
way Company in the repayment at maturity of the whole or any part 
of the said loans and interest at the rate of five per cent per annum, 
payable half-yearly, as aforesaid, and the Crown being called upon to 
repay the same in whole or in part, the Bank hereby undertakes and 
agrees to endorse, assign or set over and deliver to the Crown all notes, 
undertakings and documents held by the Bank in connection with the 
said loans to the railway company, and to transfer and deliver to the 
Crown the perpetual four per cent consolidated debenture stock pledged 
to the Bank by the Railway Company as security for the said loans. 

In witness whereof, the parties hereto have executed this agreement, 
in manner and form by law provided. 

The committee concur in the foregoing and submit the same for 


Your Excellency’s approval. 
H. J. LEMAIRE, 


Clerk of the Privy Council. 


By Mr. Fraser (Northumberland, O.): 


Q. Prior to the government guaranteeing the loan of $60,000,000, was the 
Canadian Pacific Railway Company borrowing money from the banks on the 
collateral of the Consolidated Smelters securities?—A. No, sir. 

Q. Then I understand you to say that at one time 100,000 shares of Con- 
solidated were hypothecated to the Bank of Montreal?—A. Yes, in 19382. 

Q. Well then, when the government guarantee for $60,000,000 became 
operative that stock was released?—A. Oh, yes. 

Q. Could you not have borrowed, as a business concern, from these banks 
on the collateral that you previously had used with the additional stock of 
Consolidated Smelters without involving the government in a guarantee of 
$60,000,000?—A. The banks did not think so. 

Q. Was that discussed with the banks?—-A. Well, we discussed the whole 
situation with the banks. I don’t think any phase of it was overlooked. 

Q. It seems to me the crux of this situation was the ability of the Cana- 
dian Pacific Railway as a private corporation to borrow from the chartered 
banks to the limit of their credit before approaching the Federal government 
for a guarantee. Was that covered?—A. Yes. 

Q. And the banks refused to extend credit?—A. The banks expressed a 
very definite view, Mr. Fraser, that in view of the length of this loan and the 
purpose for which it was required—the paying off of capital maturities—that 
they should have a guarantee of the government because it was not an ordinary 
banking transaction. 

Q. Were the banks approached to accept a lower guarantee from the gov- 
ernment with the deposit of your collateral?—A. What do you mean by “ lower 
guarantee ”’? 

Q. Well, could you have borrowed part of that money by putting up part 
of.the collateral that you had previously put up with the banks?—A. Well, we 
were replacing the same amount of collateral, simply turning a loan which 
had matured at that time into a new loan for five years. 
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Q. Well, the point that I want to be quite clear on is that the banks refused 
to loan the money on your own collateral; that is correct is it not?—A. Oh, 
yes, the banks did not think that was sufficient considering the nature of the 
loan. 

Q. Presuming that the Federal government had refused this guarantee, 
what would have been your position? 


The CuatrMan: I do not think Mr. Beatty should be asked that question. 
The Wirness: I have done a lot of thinking, Mr. Fraser. 

Mr. Jacozs: I move that we adjourn. It is ten minutes to one. 

The CuarrMANn: Well, are we through with Mr. Beatty. 

Mr. Irvine: No, we have just got well started. 


By Mr. Irvine: 

Q. I would like to ask, Mr. Beatty, if it is fair to assume from your 
evidence, that without the guarantee of the government it would have been 
impossible to get the loan of $60,000,000 from the banks?—-A. That is the banks’ 
advice to us. 

Q. And although you perhaps do not wish to discuss what would have 
been the result, it is reasonable to suppose it would have been very serious. The 
banks refused to take whatever risk may appear to have been in the proposition, 
that is, they refused to make the loan. 

The CuarrmMan: Don’t you think you had better ask that question of the 
bankers. 


Mr. Irvine: I thought perhaps I might get some information from Mr. 
Beatty on it. I imagine it is rather a banker’s question. But the point is, that 
the bankers refused to take the risk and the government did take the risk. 
Do you know, Mr. Beatty, what the government gets for taking the risk?— 
A. The credit of taking it, if there is any. But I do not agree with the banks 
in as much as I do not think this loan is a risky loan at all. 

Q. I am not suggesting that it is a risky loan, but the bankers must have 
thought it was a risky loan for they refused—A. No, they thought it was an 
unusual loan, being a long term loan. 

Q. At any rate, the point is that the Canadian Pacific Railway could not 
get the credit facilities at that time for its business until it got the backing of 
the government, and if that is so, I suggest that the government should have 
got the 5 per cent that the C.P.R. is going to pay for the loan; they take all 
the risks, if there are any, and bankers take none; they would not give the 
loan without the government guarantee. 


By Mr. MacMillan (Saskatoon): 


Q. My friend here has just spoken about the risks attached to this loan. 
Was not the condition largely brought about by the condition of the country at 
that time and financial conditions throughout the world?—A. Undoubtedly. 

___ Q. Largely in the United States. And he asks the question as to whether, 
if the government had refused this guarantee, what would happen to the company. 

Mr. Jacoss: Mr. MacMillan is making a speech, Mr. Chairman. 


Mr. MacMizzan: I do not intend to make a speech, Mr. Chairman. 


By Mr. Willis: 
Q. Mr. Beatty, is your company continually in touch with the financial 
centres with a view to ascertaining whether money may be borrowed?—A. Yes. 
Q. Were you or not in touch with them in the spring of 1933?—A. Yes. 
Q. What are the chief borrowing markets of the world, Mr. Beatty?—A. 
London and New York. 
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Q. Was there any other place at that time where you could have obtained 
that money ?—A. No. 

Q. Is this, Mr. Beatty, what you might term a usual bank loan?—A. Well, 
I should say not. 

Q. Mr. Beatty, how many shareholders approximately have you in your 
company ?—A. We have share and security holders, I think, of about 180,000. 

Q. 180,000 share and security holders?—A. Yes. 

Q. In what countries are they situated, Mr. Beatty?—-A. Canada, United 
States and Great Britain and, of course, there is a smal] percentage in other 
countries. 

Q. Well, you might say they are situated all over the world practically?—A. 
Well, yes. They would be scattered, of course. 

Q. Approximately 50 per cent in Great Britain.—A. 53 per cent, of the total 
is in Great Britain. 

Q. And what is the percentage in the United States?—A. 25 per cent. 

Q. Approximately how many employees have you in the Canadian Pacific 
Railway, Mr. Beatty?—-A. At the present time between 50,000 and 60,000. 

Q. Is that the usual amount—A. No, that is low. 

Q. Up to what number have you employed?—A. We have gone up as high 
as 85,000. 

Q. And how many wou!d you say were employed in 1933?—A. Well, I have 
not seen the figures lately, but I rather think it would be between 50,000 and 
60,000. 

Q. What was your payroll in 1933, approximately?—-A. I do not know; I 
have not got the figure before me. 

a You might give us an approximate figure?—-A. Oh, yes, I will be very 
glad to. 


The CHairMAn: Gentlemen, we will have recess till four o’clock. 


The committee adjourned at 1 o’clock to resume at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at four o’clock. 


Mr. Geary: With your permission, Mr. Chairman, I should like to ask Mr. 
Beatty a question or two in order to straighten out a few matters in my own 
mind. 

By Mr. Geary: 

Q. Up to 1931, you did not happen to borrow in this way, Mr. Beatty?— 
AGN: 

Q. You had been keeping a certain amount of cash as necessary in your 
business?—A. Yes. 

Q. And you found then that you had to borrow? I understand you borrowed 
$20,000,000 from the Bank of Montreal one year, and renewed after that year?— 
A. Yes. 

Q. Under the terms of the renewal?—-A. Well, there was one part of it, 
$5,000,000 I think, which was for two years, and the balance renewable, and we 
renewed it for one year, so they both fell due in 1933. 

Q. Was it in 1931 that you got the advance of $10,000,000 from— —A. 
The Chase Bank. 

Q. Was that one year?—A. One year. 

Q. You renewed— —A. It was. 

Q. Was that arranged?—A. Yes. 
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Q. In 1932 the Bank of Montreal renewed?—A. Yes. 

Q. With the putting up of your security?—A. Yes. 

Q. Which was Consolidated debentures?—A. Well, there was the security 
of the Lucerne bonds guaranteed by the Canadian Pacific, principal and interest, 
100,000 Consolidated Smelters’ shares, and the balance of the consolidated 
debenture stock of the Canadian Pacific Railway. 

Q. And did the Chase people get security?—A. They got consolidated 
debenture stock for their loans. 

Q. When you came into 1933 with these maturities coming due, you had 
$30,000,000 outstanding?—A. Yes. 

Q. In March, or the latter part of February, I understand the American 
people began to be pressing for their loan?—A. They did not press us, because 
their loan was not due until August or July; but in view of the confused con- 
ditions in the United States, we knew, and later on they told us, they would like 
the loan to be liquidated. 

Q. Knowing that Mr. Beatty, did you at that time exhaust the possibilities 
of renewal in the United States?—A. Yes. 

Q. You took steps?—A. There was no use to try to float an issue in the 
United States at that time. 

Q. You had that in mind and took steps to ascertain if that were the fact? 
—A. Yes. 

Q. Later on, I understand the Bank of Montreal began to question you 
about the payment of theirs?—A. Oh, they asked for collateral and we promptly 
agreed. 

Q. In 1932 you gave collateral?—A. That is what I thought you meant. 

Q. After March, 1933, the Bank of Montreal began speaking of the pay- 
ment of their $20,000,000 maturing?—A. Yes. 

. Q. And that started you on an inquiry as to how it should be made?— 
a Vics! 

Q. Skipping the others I want you to come down to your investigations as 
to the money market in England.—A. Yes. 

Q. You had exhausted the possibilities of the United States, and you were 
told there on what you thought was good advice, that there was no market for 
your debentures in England?—A. That is right. 

Q. Then Mr. Beatty, you decided to cover 1934 maturities as well as 
1933?—A. Yes. 

Q. Was it clear to your mind that there was no hope in 1934?—A. We had 
no conception of what it would be like in 1934. 

Q. You considered that and used your judgment?—A. Undoubtedly. 

Q. As to the possibility of getting it otherwise?—A. Yes. 

Q. That induced you to consider the $60,000,000 outstanding?—A. Yes. 

Q. You told us the story of that?—A. Yes. 

Q. From the time you first had an inkling of the difficulty there would be 


in renewing, you took steps in each money market?—A. Yes. 


Q. The three that you named, to avoid—well, not to avoid, because you 
- to do it—to arrange matters without recourse of going outside?—A. Yes, 
quite. 

Q. That covers 1934 as well as 1933?—A. Yes. 

Q. Then, to get it on the record, in England there is a certain amount of 
restriction on floating of issues at the moment; even internal issues, I believe 
were restricted in 1933?—-A. Well, I understand so, but of course we were not 
an internal issue. 

Q. But even on internal issues where yours was private?—A. Yes. 

Q. With Australia coming in?—A. Australia was in at that time. 

Q. Canada was coming in?—A. Yes, Canada was there. 

Q. Possibly others?—A. I imagine so. They seem to think that the require- 
ments of the market were being amply filled. 
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Q. Anyway, it was clearly implied to you?—A. Quite. 

Q. You had no hope of financing in the London market?—A. Very, very 
definite. 

Q. You carried on negotiations, and it was said here that the Prime Minister 
addressed the Bank of Montreal. I see the letter is not addressed to the Bank 
of Montreal, it is addressed to Sir Charles Gordon, and it says:— 


You have explained to me the proposal which I understand has 
already been discussed with the Canadian banks for financing certain 
capital obligations of the Canadian Pacific Railway... . 


Is that the reference?—A. That is true. 

Q. To Sir Charles Gordon. So that the Prime Minister is addressing the 
gentleman, taking the matter up with the Canadian banks and acting with 
them in this recommendation?—A. That is quite right. 

Q. May I ask just one other question for bookkeeping purposes? You have 
now $100,000,000 of 4 per cent debenture stock issued charged as a liability 
as an issued stock, I suppose, in your balance sheet?—A. No, the loan is charged 
as a liability. 

Q. How do you account for that $100,000,000 liability?—-A. We put it in 
the balance sheet as stock issued but held as collateral for loans which appear 
later on in the statement, and that is where the lability occurs. The $60,000,000 
is named in our liabilities as a liability set up in the balance sheet. 

Q. That is right. You show $100,000,000 not as a liability at the moment? 
—A. No. 

Q. But you show it in your balance sheet as not bearing interest?—A. That 
is right. 

Q. And the credit has, of course, been drawn on just as you need it?— 
A. Yes. 

Q. You are paying no interest on the loan except as you draw on it?—A. 
No, we pay interest on the loan from the moment we got it. From the moment 
we got it we pay interest. On $35,000,000 from the 22nd June and $25,000,000 
from the first of December. 

@. Then, you are carrying that money at interest and paying the interest 
on part of your loan at the same time?—A. Yes, we have overlapping, a certain 
overlapping, on account of the difference of the maturities. 

Q. That letter is dated May 31, and one of the maturities were taken care 
of the same day?—A. Yes, the small one. 

Q. But it is fair to assume that although the letter was written the same 
day as the money was advanced, it was in the minds of those who advanced it, 
that the matter was closed?—A. Yes, we paid it out of our own treasury. 

Q. The letter had not been written, but you had an understanding subject 
to confirmation by the Prime Minister’s colleagues that the letter would be 
written?—A. Right. 

Q. At the time of the payment on the 31st May?—A. Yes. 


By Mr. Coote: 

Q. Mr. Chairman, I should like to ask Mr. Beatty a few questions. Why 
was it that so much of the money was borrowed in the United States? Was it 
because there was a shortage in Canada or because it was cheaper to get it in 
the United States?—A. Very cheap at that time. 

Q. Was it cheaper in the United States than in England at that time?—A. 
Yes, no market in England for that borrowing at that particular time. The 
Chase bank came to us in 1931 and offered us $10,000,000 at a rate of 32 per 
cent. 

Q. What would you have had to pay in Canada at that time?—A. About 6. 
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Q. Can you tell the committee how long the company has paid dividends 
on both its common and preferred stock?—A. Right from the beginning, Mr. 
Coote, I gave that this morning. 

Q. Never mind giving it, then. I wonder, as it is not before the committee, 
if you would be good enough to file with the Clerk a statement showing dividends 
paid on both common and preferred, since 1920?—A. Yes. ) 

Q. You had some surplus earnings during those years which were set aside 
as a reserve?—A. Yes; most of it invested back in the property. 

Q. I was going to get from you what form of property these reserves were 
invested in?—A. They were— 

Q. Special classes of property?—A. Invested in fixed railway and steam- 
ship property and advanced to our control properties. Up to the end of 1932 
that amounted to $174,950,000. 

Q. At any rate, it was practically all invested in other property?—A. Yes. 

Q. Would you say that the depression was responsible for the change in the 
credit conditions as they affect your corporation?—A. Undoubtedly. 

Q. Would it be fair to add this: Did you anticipate this depression, or had 
you any reason to anticipate it?—A. I anticipated some depression, but nothing 
like this. 

Q. Did your banker or financial adviser give you any hint of what was 
ahead of you?—A. I didn’t ask him. 

.Q. Mr. Beatty, as a director of the Canadian Pacific Railway and also a 
bank director, did you use your influence either with the banks or the govern- 
ment to adopt any different policy which might have eased the credit conditions 
in Canada?—A. Well, Mr. Coote, I do not think I can divulge numerous speeches 
I have made to the directors of the Bank of Montreal on the general financing 
situation in Canada and what my views of the banks’ attitude should be, because 
obviously that is a matter of confidential conference with the directors. 

Q. Of courses, we are trying to find out whether bank directors direct, and 
what they do. That is the reason for that question.——A. Some of them seem to 
have a lot to say. 

Q. I presume you would be glad to see any measures taken which would 
relieve the depression, from a business point of view?—A. Undoubtedly. 

Q. How far will conditions need to improve, Mr. Beatty, so that the C.P.R. 
can again resume payment of dividends?—A. Well, if—of course we do not 
expect, within a limited time, to get back to the peak year of 1928, but if we 
could get back to a normal year, such as 1926, or 1927, the Canadian Pacific 
Railway Company could resume dividends. 

Q. You would not anticipate any difficulty in operating your road, in a 
satisfactory manner, if we could return to the conditions of 1926?—A. No. 

Q. Speaking as a business man, of course, not as a banker, would you like to 
see, possibly, more stability in the volume of business, and iron out those booms 
and depressions that occur every few years?—A. It would be a life-saver. 

Q. Would this not be really the solution of a lot of your trouble as 
a railway operator?—A. Well, obviously Mr. Coote, if traffic in Canada in- 
creases so as to become practically normal, at least what we would say is 
normal for the last ten years of our experience, the railways would benefit as 
much if not more than any other part of the community. 

Q. Speaking as a business man, would you say it would be worth while 
your making a real effort to bring about stable conditions?—A. Well, I think 
we—at least— 

Q. I mean what you call a normal year, not the stabilization of present 
conditions?—A. No, I understand you. 

Q. I think I remember noticing on one occasion that you were a member 
of the Stable Money Association, and I was trying to find out if you were 
really interested in that?—A. Well, I may have been a member, by compulsion. 
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Q. Coming back to the question of the loans outside of Canada, Mr. Beatty, 
I suppose it would be fair to say you could not renew them, at the same rate of 
interest?—A. No, we could not. 

Q. Can you tell us what rate you would have had to pay if you could have 
renewed them in your negotiations that were carried on?—A. We could not 
renew anything at that time at anything less than 54 or 6 per cent. They are 
a little easier now, and I imagine we could get a moderate amount at 5. 

Q. You are paying 5 per cent for the present loan?—A. Yes, paying 5 per 
cent on all our loans. 

Q. Is that higher than what you had to pay before to Canadian banks?— 
A. The same rate. 

Q. The same rate as you paid before on the Bank of Montreal loan?— 
A. Yes. 

Q. Was a lower rate than 5 per cent discussed with the banks in connection 
with the $60,000,000 loan?—A. No, because it was the prevailing rate at the 
time the loan was made. If you are asking me if that rate is too high, I will 
have to say yes. 


Hon. Mr. Eutrer: Speaking as a bank director. 


By Mr. Coote: 

Q. Thank you for anticipating my next question. I was going to ask you, 
speaking as a banker, if you thought it was too high?—A. Yes, for the C.P.R. 

Q. And also as a business man?—A. Yes. 

Q. Do you think it would be good policy if interest rates were lowered 
when business is slack, and raised when business is good? Would not that be 
good business policy ?—A. I think rates should be as low as they can be made 
at any time in fairness to the banks who must protect their stockholders and 
depositors, and therefore, must have earnings. That is a question that would 
be answered probably better by a practical banker than by me, but there 
must be an interest rate which is fair, else commercial loans would not be as 
frequent as they should be. 

@. The question I was addressing to you in that connection, of course, 
would be in your capacity as a business executive. It would make it much 
easier for business?—A. Undoubtedly. 

Q. You ean only pay a higher rate of interest when business is good?— 
A. Reasonably low rates of interest are always good. 

Q. The bankers have not, at any time, suggested to you that they had 
not plenty of money to loan—in connection with this $60,000,000—but just that 
they wanted the guarantee of the government?—A. They wanted security. 

Q. Do you mind telling the committee whether you are a director of any 
other companies?—A. Yes; I am a director of very few, fortunately. 

Q. I am not going to ask you to name them.—aA. I will name them. Out- 
side of the Canadian Pacific Railway Company, and its subsidiaries, 1 am a 
director of the Bank of Montreal, Royal Trust Company, the Sun Life Assur- 
ance Company, the Waldorf-Astoria Hotel in New York, the Royal Exchange 
Assurance Company, London, which has a local committee in Montreal and 
meets there infrequently, and, I think, I am a director of the Canadian Arena 
Company—which owns the Forum and the hockey team. 

Q. It was not that I wished to get a list of the companies, but I wanted to 
base my next question on that, as to whether any of the other companies with 
which you are connected had a similar experience in regard to their credit 
requirements, whether they found themselves unable to renew some of their 
credit obligations——A. I do not know of them, Mr. Coote. 

Q. I wanted to find out if you had such an experience where they were able 
to get financial accommodation?—A. I would not imagine the bank would 
require accommodation of itself. That takes care of the Bank of Montreal. 
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Q. They were able to get their accommodation from the ordinary depositors, 
I suppose. The fact you had so many directors helped you to get the loan 
originally, or do you think so?—A. No, sir. I do not believe I was at the 
meeting of the bank directors when this loan was passed upon, but of course that 
was not necessary. 

Q. Do you think from your experience— -—A. I am very glad you asked 
me that question because it brings up the whole question of the wisdom, or 
otherwise, of interlocking directorates. Now, there are six, as I told you this 
morning, directors of the C.P.R. who are also directors of the Bank of Montreal. 
Four of them were directors of the C.P.R. before they were invited to the Bank 
of Montreal board. The reason the Canadian Pacific Railway, for example, 
asks a man to come to its board, is the same reason that impels the bank to 


‘ask a man to come on its board. They want the benefit of his commercial 


experience and judgment applied to their affairs; and they also want him to 
assist them where he can in getting business and extending their business. Now, 
if the Bank Act was amended so as to prohibit a bank director being a director 
of any other commercial corporation, you would be confining your bank directors 
to men who have retired from business or men who had not reached any position 
in the community that would justify their being sought after by a bank. Now, 
if I can think of an alternative that would be satisfactory to interlocking 
directorates, I would be very glad of it only because of the implications that are 
drawn from it. The implications do not have to be true, in my judgment, but it 
is a fact that the public are apt to think that because this interlocking takes 
place there is influence exerted which cannot be exerted by others, and which 
may at times be improper. I do not think it exists, but that impression is very 
easily created by the existence of interlocking directorates. 

Q. If bank directors were not allowed to be directors of any other concerns, 
the banks would still get all the business there is to get, would they not?—A. If 
you say the bank inferentially gets business in general pro forma that might 
be supported; but I do not think it is true, and I believe that our banks are 
entitled to the support and the judgment of the best business men that the 
country provides. 

Q. You are familiar, I believe, with Reconstruction Fimance Corporation 
of the United States, and the operations which are conducted by it?—A. Yes. 

Q. Do you think it would be a good idea to have such an institution in 
Canada?—A. If it were necessary, it could be accomplished in Canada. Of 
course, the Reconstruction Finance Corporation have the control of enormous 
amounts of money, which they have applied in pursuance of government policy 
to assist railways and numerous other institutions and enterprises. 

Q. I was going to ask you this question: from your experience as a railway 
man in regard to railway matters, is it not true that most of the railways in 
the United States have received financial assistance from the Reconstruction 
Finance Corporation?—A. Yes, that is true. 


Q. As well as a good many other business institutions?—A. Yes. 


Q. And the depression had affected credit operations somewhat similar in 

Canada to that of the United States?—A. Yes. 
__ Q. The question I asked you was, of course, based on that idea. You feel 
1t would be a good idea to have such an institution in this country?—A. I do 
not see any objection to it, if it becomes necessary. If our credit situation 
through the ordinary channels of banks is not sufficient to meet our needs, then 
I believe a similar institution that you mentioned would be effective. 

Q. How can we find out whether it is necessary in Canada except through 
the heads of business corporations which find that their ordinary credit require- 
ments or exchanging credit requirements are not being met with existing 
machinery ?—A. That is the only way to ascertain them. 
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Q. Do you believe it is good policy for the government to guarantee the 
present loan of $60,000,000?—A. I do not know a better loan that this. 


The CuarrMan: That is asking a question that the jury have to answer. 
Mr. Coors: It is leading up to the question, Mr. Chairman. 


By Mr. Coote: 

Q. Might not the principle in connection with this loan be adopted by other 
business men in connection with their business?—A. If circumstances were 
similar. 

By Mr. Donnelly: 

Q. Mr. Beatty, I notice in your annual report for the year ending 31st 
December 1932 on page 10 the C.P.R. pledged $5,000,000 of bonds of Lucerne- 
in-Quebec Community Association. Can you tell me what the amount of the 
total investment is in Lucerne-in-Quebec?—A. About $6,000,000. 

Q. I beg your pardon?—A. About $6,000,000. 

Q. From whom did you buy?—A, We bought the bonds from the Bank of 
Montreal in 1933. Sold them in 1931 to the Bank of Montreal on the under- 
standing that we would, if required, repurchase them within two years, which 
we did. 

Q. Who were the directors of the company. before you took it over?—A., I 
do not recall them. You mean the Lucerne company? 

Q. Yes.—A. I do not recall their names now, sir. 

Q. Were any of them directors of the C.P.R. before you took it over?— 
AN INTO, ie. 

Q. What was the date you acquired it, 1931?—A. 1931, I think. 

Q. Has there been any operating profit in any year since you took it 
over?—A. No. 

Q. No operating profit?—A. No. 

Q. What do you figure the total loss on Lucerne-in-Quebec since you 
bought it, if we take into consideration interest on money, depreciation, main- 
tenance, upkeep and operating loss?—A. I would not figure that; I do not know 
off-hand. I cannot answer that question, Dr. Donnelly. 

Q. Now, referring to another one of your hotels, when was the construction 
of the Royal York begun?—A. Completed? 

Q. When did you begin construction?—A. 1928. 

Q. When was it opened?—A. June, 1929. 

Q. You put an addition on, did you?—A. We put that on in 1930. 

Q. What was the total cost of the hotel?—A. About $16,000,000. 

Q. You said there has been an operating profit. How much was it during 
the last year?—-A. Since it was opened, $1,667,000. 

Q. Does this include maintenance and repair?—A. Yes, sir. 

Q. Including maintenance and repairs, there has been an operating profit 
on the Royal York?—A. Yes. 

Q. No interest on capital, or anything?—A. No. 

Q. Nor anything written off for depreciation?—A. No; we replace out of 
earnings everything that requires replacement. We do not charge depreciation 
on the steel in the building. 

Q. You have no idea then, of your total loss—if there has been a total 
loss—taking into consideration interest on money, depreciation and operating 
expenses?—A. There will never be any loss on the Royal York; it is too valu- 
able to us. 

Q. You referred to the ‘‘ Empress of Britain ” this morning. Has there been 
an operating profit on that?—A. Yes. 

Q. What is the total cost of the “ Empress of Britain ”?—A. $11,000,000. 

Q. When was it completed?—A. June, 1931. 

Q. What was the operating profit on it?—A. $1,227,000 since it started. 
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Q. Is that taking into consideration the interest on it?—A. No. 

Q. Just a——A. Just the operating profit. 

Q. You do not know what the loss was?—A. I know she is earning more 
than the amount of her depreciation every year. 

Q. You intended some time ago, did you not, to put up a hotel in London, 
England?—A. No, we just bought a site. 

Q. You bought a site?—A. Yes, sir. 

Q. What was the cost of the site?—A. A million pounds. 

Q. Have you done anything to the site since then? Does it bring you in 
any revenue at the present time?—A. Yes. 

Q. What revenue does it bring in?—A. It brings us in about ten thousand 
pounds a year. 

The CuHarrMAN: Are we interested in the railway company’s business? I 
am just wondering how far the committee wants to go into this. 

Mr. DonNELLY: I submit, Mr. Chairman, that these are relevant questions. 

The Cuarrman: I think they are very remote, Dr. Donnelly. 

Mr. Donnetuy: I don’t think so, Mr. Chairman. 

The CHarrMan: I think you had better try to confine yourself to this 
subject matter. 


By Mr. Donnelly: 

Q. Have you purchased, or invested in, any other European or Asiatic 
hotels, or sites for these hotels?—A. No, sir. 

Q. In the last four or five years?—A. No, sir. 

Q. Have you, since 1921, made any investments in hotels in the United 
States?—A. No. 

Q. Or any other securities?—A. No. 

Q. You have an interest, I understand, in another railway in the United 
States. I understand that you control the Wisconsin Central through the 
Minneapolis, St. Paul and Sault Ste Marie Railway Company, and I understand 
there has been a deficit on the Minneapolis St. Paul and Sault Ste Marie Rail- 
way Company during the past few years, has there not?—A. Yes, sir. 

Q. Have you paid those deficits out of the account of the Canadian Pacific 
Railway Company?—A. No. We have advanced them some money and they 
have returned some of it to us. 

Q. I find in your report of 1932 the following: — 

To meet the deficit the Minneapolis, St. Paul and Sault Ste Marie 
Railway Company borrowed $6,117,361 from the Reconstruction Finance 
Corporation and the Railway Credit Corporation of the United States, 
your company guaranteeing the payment of the loans to the extent of 
$2,000,000. 


Is that correct?—A. Yes, that is quite correct, because we were liable anyway 
under the old agreement. 

Q. So that the situation is this, when they borrowed money in the United 
States the Canadian Pacific Railway Company guaranteed the obligations?— 
A. To a certain extent, yes. 

Q. So that the guarantee of the C.P.R. was considered sufficient security 
for the loan by the Minneapolis, St. Paul and Sault Ste Marie Railway Com- 
pany from the Reconstruction Finance Corporation and the Railway Credit 
Corporation of the United States, but when the Canadian Pacific Railway 
Company wanted to borrow the $60,000,000 from the Canadian banks they 
wanted the guarantee of the Dominion government?—A. Well, to the extent 
that we had to borrow. 

Q. Do you control the Wisconsin Central, Mr. Beatty?—A. We have no 
direct control of the Wisconsin Central. 
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Q. But the Minneapolis, St. Paul and Sault Ste Marie Railway Company 
paid the deficits of the Wisconsin Central and finally it passed into the receivers 
hands, is that not correct?—A. Yes. 

Q. Now, Mr. Beatty, with regard to these capital investments which I have 
just referred to, that is, Lucerne-in-Quebec, the Royal York, the “ Empress of 
Britain,” and these other hotels in London, and so forth, how much money do 
you think you have in all those investments, somewhere about $125,000,000, is 
it not?--A. We had invested in the Soo Line $13,000,000. We have got back 
from them in dividends and interest about $26,000,000. 

Q. Yes. So that on account of, well, we might say, investments during the 
past few years, or years when times were prosperous you might say, the C.P.R. 
is very much the same as some of the farmers, they invested foolishly or 
unwisely— 

The CHatrMAN: Do you think you had better ask that, Dr. Donnelly? 

Mr. Donnetty: Well, all right. Many of us have done the same thing 
in prosperous years and now we find ourselves in difficulty. 

The CHAIRMAN: It is a matter of opinion. 

Mr. Donne.iy: All right, I will leave it at that. 


The CHAIRMAN: Are there any other questions of Mr. Beatty? 


By Mr, Beynon: 


Q. There is just one question, Mr. Beatty. This morning some reference 
was made to the stock held by the C.P.R. in Consolidated Smelters and the 
question of pledging it as security for a loan. Are they part of the security 
behind the Consolidated debentures of the company?—A. All our assets except 
subsidy lands are behind the Consolidated Debenture Stock. 

Q. So that they would cover that as well?—A. Yes. 


By Mr. Fraser (Northumberland, O.): 

Q. Does the C.P.R. own the Consolidated Smelters entirely?—A. No, it 
controls, or it owns, about 52 per cent of the stock. 

Q. Then in the statement you read this morning. Mr. Beatty, you made 
mention that some of these securities were payable in gold coin?—A. Yes, sir. 

Q. What securities were those and what do they amount to?—A. That was 
the Consolidated debenture stocks I had reference to. 

Q. And to what amount?—A. Well, it is the perpetual debenture stock, 
and our senior securities, naturally the principal never falls any, being perpetual. 

Q. What is the sum total of those securities? 

The CuairMAN: That has been gone over two or three times already. 


The Witness: It depends what year you want, Mr. Fraser. 


By Mr. Fraser: 

Q. This last year?—A. I can give it to you. At the end of 1933 we had 
outstanding $515,911,000 of which two hundred and twenty-four and a half 
million was pledged as security for collateral bonds, leaving in the hands of the 
public $291 ,000,000. 

Q. Well, is that purely a figure of speech as far as payment in gold coin 
is concerned?—A. Yes, quite. 

Q. With regard to the $100,000,000 securities put up against the $60,000,000 
loan, I understood you made the statement to Mr. Geary that these do not 
bear interest. I was rather under the impression that it would bear interest — 
A. We are paying interest on the loan. 

Q. But do not the securities carry interest?—A. The securities carry interest 
but not in favour of the lender because he gets his out of the loan. 
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By Mr. Willis: 
Q. Repeating the question I asked this morning, Mr. Beatty, are you in 
the position to tell the committee the outside payroll for 1933?—A. I am trying 
to get the information this afternoon, Mr. Willis. 


By Mr. Jacobs: 


Q. Does the Canadian Pacific Railway Company own any International 
Nickel Stock?—A. Yes, we have a little. 
Q. What do you call a little?—A. About 10,000 shares. 


By Mr. Bowman: 


Q. You have had that for a number of years?—A. Yes, sir. I expect to 
make a profit on it, | might say, Mr. Chairman. 


By Mr. Hackett: 


Q. Will you tell us, Mr. Beatty, whether it was the disturbance in bank- 
ing centres in the United States that first made manifest any possible difficulty 
of continuing the method of financing that you pursued up to March, 1933?— 
A. Well, that and the position in England, where there was not an available 
market for these securities. 

Q. Somebody mentioned this morning the 8th of March as the date that 
the banking holiday was called in the United States. Can you say how long 
after that event that you became aware that you might have to revamp yout 
plans for financing?—A. I should think it would be about that time, certainly 
in that month, Mr. Hackett. 

Q. And what was the first step taken by the C.P.R. to meet the new 
situation?—A. Well, the first step naturally was a consultation with our own 
directors, and then with the Bank of Montreal, and then inquiries made both in 
New York and London as to the prospects in either place. 

Q. Did the events in the United States have any reflection in Canadian 
banking circles?—A. Naturally it caused a great deal of apprehension. 

Q. And how long did the negotiations extend, to learn what you could do 
in New York and London?—A. A few weeks. 

Q. And how far did that take you towards May before you learned that 
renewals on the terms of the present advances could not be made?—A. As I 
explained this morning, Mr. Hackett, I outlined the situation to the Prime 
Minister on two or three occasions between March and May, and, on May 30th, 
I made the definite request of him that only by guarantee could we secure the 
requisite money. On that day he said ‘“ Well, I will consider it and take it up 
with my colleagues,” and he took the information that I supplied him with to 
the government for conference. _ 

Q. And previously through your bankers you had been negotiating with 
all the chartered banks?—A. I had sounded out all the chartered banks as to 
what their attitude would be in the event that that was necessary. 

Q. And how long before the 30th of May did you learn from them that a 
guarantee by the government would be required?—A. Only a few days before. 

Q. Only a few days before the 30th?—A. Yes, sir. 

Q. And when did you first make it known to the Prime Minister that the 
banks would only lend to you if you could secure the guarantee of the govern- 
ment?—A. On that day, the 30th of May. 

Q. Not until then?—A. Well, as I intimated, many things were going 
through my mind, and it was only until after I had completed my discussion 
with the banks that I had a definite plan to submit to the Prime Minister, a 
definite request to make of him. 
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Q. So that your first definite request for a guarantee of the loan from the 
banks was made on the 30th of May?—A. After I had exhausted those pre- 
liminary inquiries. 

Q. Some reference has been made into the lines in the United States. Are 
they part of the C.P.R. system or what?—A. No, sir. They are entirely 
separate, 

Q. Yes, but are they feeders of the C.P.R.?—A. Yes. 

@. And operate in conjunction with it?—A. The basis of our arrangements 
with these companies was away back in the 90’s, I think, when it began, through 
Sir William Van Horne, an arrangement for interchange of traffic between the 
Canadian Pacific Railway and these railroads which was considered to be then 
—and did prove to be for many years afterwards—a very valuable thing to us. 
On the strength of that we made our investment and we made a traffic contract 
with them that compelled them to interchange with us all the freight that they 
control from that territory. 

Q@. Are your ships and your hotels, and Lucerne as well, operated in con- 
junction with the railway, are they part of the general scheme?—A. Yes. The 
ships are operated by what is known as the Canadian Pacific Steamship Com- 
pany which is purely an operating company, the ships being owned entirely by 
the Canadian Pacific Railway Company—and the Canadian Pacific Railway 
Company act as traffic agents and collectors for the ships—but the ownership 
remains with us. 

Q. And what about the hotels?—A. The hotels are part of our system, 
except Lucerne, which is separate, of course. 


By Mr. Geary: 


Q. How much territory does the Soo Line take in?—A. It runs from 
Minneapolis to a place in Montana or North Dakota,—I have just forgotten 
the name of it. It goes across the whole territory from Minneapolis through 
North Dakota, and, in ordinary times, is a very successful railway. 

Q. The line from Sudbury to the Soo, is that part of it?-A. No, that is 
our own, That is the Algoma Branch I spoke of to-day, Mr. Geary. 


By Mr. Raymond: 

Q. You answered Mr. Hackett, I think, that it was only on the 30th May 
that you told Mr. Bennett that you required the guarantee of the government? 
—A. That was the first time I made a definite request. 

@. I understand you had many conversations with Mr. Bennett between 
March and the end of May?—A. Several, yes sir. 

Q. Were you discussing the financial difficulties of the C.P.R.?—A. No. I 
was discussing with him the possibilities of our being able to raise money through 
the ordinary channels including the banks. 

@. Was he consulted as an advisor or what? 
as to what our position was, from month to month. 

Q. Did it concern the government?—A. No, but I was preparing him so 
that he might be receptive—if we had to consult the government. 


The CHaAtrMAN: Gentlemen, are there any further questions to be asked? 


A. He was being informed 


By Hon. Mr. Euler: 


Q. In your opinion, Mr. Beatty, would it have been possible to raise the 
money required if you had paid a higher rate of interest?—A. No, sir. 

@. Quite impossible?—A. I don’t think so. From the attitude of the banks 
at that time, Mr. Euler, I would not think they were prepared to do it. Mr. 
Howard asked me if I would obtain for him during the adjournment a state- 
ment showing fluctuations in the stock of the company for the last ten years, 
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which I have done. I do not imagine the committee need to hear it; I can hand 
it to the reporter and it can be included in the evidence, if you wish it. It is 
from 1924 to 1933. He did not indicate the purpose of the inquiry but, of 
course, the information was public. 


The CHairMANn: Do you want it put in the record? 
Mr. Howarp: Yes, that is quite satisfactory, Mr. Chairman. 


FLUCTUATION IN THE STOCK OF THE COMPANY 


Ordinary stock Year High Low 
ODA ie eee ae late 156 1454 
WR eS: Sas Bere oe oe ee eo 1524 iB sip 
MZ cesmee.eetir oe ooo, eee 1694 147 
OP eec in. REIS. 218 165 
ODS re ss 8 see as os, 8 geal 255 198 
OO rR a Prete Fret icy pijetiih a6. 2s 265 1874 
(Split) MOSUL ciate. Roen sie y fe cg lo-< 58 35 
Par value reduced ILS Bhi ls seat age 5 CV anal aes Tengen, accents 454 123 
from $100 to $25 IS aa. A elie ede hha di a 92% 84 
LOSS fe vps ee ee see ee Ree 20 9 


By Mr. Sanderson: 


Q. Could Mr. Beatty give the committee information as to what proportion 
of the stock is owned in Canada— 


The CuairMan: That is all in the record, now, Mr. Sanderson. 


By Mr. Power: 

Q. Mr. Beatty, did the Canadian Pacific Railway Company purchase any 
United States properties in the United States since 1931?—A. Well, yes. There 
is a small railway in Maine called the Aristook Valley Railroad Company a 
potato road in which we had a substantial interest, and the owner of that 
railroad—Senator Gould—-made a request of us that we take over his holding, 
which we did as the result of an arbitration; and we do not regret the transaction. 

Q. What did you pay for it?—A. A small amount of money, a few hundred 
thousand dollars. 

Q. Was this money supplied out of the proceeds of the government loan?— 
A. No, this was all before. 

Q. I understood it was purchased, that is the Gould shares were purchased 
in 1932?—A. Well, no. We started the arbitration in 1931. I think the 
negotiations for that road lasted for over two years, that is, as to reaching the 
exact price. I do not know the exact date of the acquiring but it was a long 
drawn out thing. 


By Mr. Jacobs: 


Q. Has that any connection with the St. John Valley road?—A. Yes, in 
connection with our own line and with the Aristook Valley Railroad of Maine. 


By Mr. Power: 


Q. I understood you to say, Mr. Beatty, that the Chase National Bank 
provided you with a loan of $10,000,000 at 3-3/8 per cent?—A. Yes, sir. 

Q. Well then, in the schedule which we have before us, this loan appears 
to be made at the rate of 5 per cent.—A. That is the renewal. That was the 
first year, Mr. Power. 

_Q. Do I understand you to say that this was a renewal of the loan?—A. No. 
They renewed it at a higher rate and with collateral. 

Q. And I suppose the Bank of Montreal loan always remained at the same 

rate of 5 per cent?—A. That is my recollection, 54 per cent. 
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J Q. You said a moment ago that you did not know of a better loan?—A. 
es. 

Q. Than the C.P.R. loan from the Bank of Montreal?—A. This loan. 

Q. Oh, this loan?—A. Yes. 

Q. As a director of the Bank of Montreal did you urge that on the bank 
when they refused to renew it and forced you to go before the government for 
a guarantee?—A. The Bank of Montreal, of course, have their own view as to 
loans. The reason I said that, that I regard it as a good loan, is because the 
collateral is adequate and the earning power of the company, under anything 
like normal conditions, is very very large and should not make any banker 
apprehensive. 

Q. So it was a real good loan before it was guaranteed at all?—A. I thought 
So. 


By Mr. Jacobs: 

Q. Mr. Beatty, you speak about the attractiveness of the interest paid to 
the Chase National Bank, but when you take into consideration the premiums 
that were paid in American funds it was not so attractive?—A. No, that was 
not a thing we anticipated, Mr. Jacobs. 


By Mr. Stanley: 

Q. Mr. Chairman, for the purpose of the record, Mr. Beatty ought to say 
why this is considered an unusual loan?—A. Because, at the time it was made, 
the banking situation was very disturbed, both in the United States and in 
Canada. The period of the loan was longer than the banks desired to put up 
ae money under ordinary circumstances, and the amount of the loan was 
arge. 

Q. I think every person understands what a banker’s loan is, but the length 
of time and the nature of the loan makes it an unusual loan?—A. That is it. 


By Hon. Mr. Euler: 


Q. Mr. Beatty, I understand a portion of the loan from the Bank of Mont- 
real was drawn from the New York branch of the bank?—A. Well, it was 
advanced to us in New York. 

Q. Was it for use in the United States?—A. No, not particularly. 

Q. Well, when it was drawn into Canada were you obliged to pay exchange? 
—A. Yes, when it was repaid. 


By Hon. Mr. Ralston: 


Q. Just following up the questions asked by Mr. Hackett, did I understand 
you to say, Mr. Beatty, that in these previous conversations, previous to 
May 30th in which you had discussions with the Prime Minister, that you might 
have asked the government to guarantee the loan?—A. No. If you did under- 
stand it that way, Colonel Ralston, that is not what I intended to convey. I 
did outline the whole situation to him, but I made no specific request of him. 

Q. You made no specific request of him, but was the possibility of the gov- 
ernment having to guarantee the loan discussed in some of these previous con- 
versations?—A. J] don’t think so. 

Q. And the conversation with Sir Charles Gordon in which you asked him 
to sound out the other banks, was that not in connection with the same thing?— 
A. Oh, yes, I discussed it with him. 

@. You discussed it with Sir Charles Gordon; the possibility was what 
the banks would do to a proposition for financing money on a government 
guarantee?—A. Yes, and I told the other banks that myself. I mean I put that 
as a hypothetical case. I asked them what their reaction to it would be. 
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Q. But you think you did not mention it tu the Prime Minister at all 
while you were discussing it with Sir Charles Gordon?—A. I don’t think so, no. 
I did not want to embarrass Mr. Bennett at all until I had to. 

Q. You never suggested to him the matter of a guarantee?—A. Not until 
I had to, and that was the 30th May, as I recollect it. 


By Mr. Spencer: 


Q. Might I ask how the interest is computed, annually?—A. Simple interest 
payable half-yearly. 


By Mr. Irvine: 


Q. I am not clear as to why it was necessary to obtain part of the money 
from the Bank of Montreal branch in New York. How much was obtained 
from there?—A. Seven and a half millions. 

Q. When you used that in Canada it would be very profitable for the Bank 
of Montreal in New York, would it not?—-A. Oh, no. At that time, of course, 
we did not have so many difficulties in the matter of exchange as developed 
later. As a matter of fact, I think when the original loan was made there was 
no premium on American funds. I am only speaking from recollection, but it 
would not have been very serious. 

Q. I see, this is an old loan?—A. Yes, this is 1931. 

Q. I understood that part of the money that you got from the Bank with 
the government guarantee was raised in New York?—A. Oh, no. 


By Mr, Power: 


Q. You said in answer to Mr. Hackett, I think, that after you came to the 
conclusion that it would be at least very difficult for you to secure any further 
advances you reported back to your Board of Directors?—A. I discussed it 
with our executive committee on more than one occasion. 

Q. Was there a minute of the board of directors?—-A. There was a minute 
—the minute I referred to this morning—of the 12th June, the minute which 
authorized the loan. 

Q. But was there any minute authorizing you to enter into negotiations 
with the government with a view to obtaining a guarantee of this loan?—A. The 
whole matter was left in my hands to deal with it as best I could. I reported to 
the directors what I had in mind. 

Q. There were no minutes of that meeting of the board of directors or of 
the executive?—A. There was one minute, Major, that referred to this. I do 
not recall the date of it, but in which I said I hoped to be able to do certain 
things. That is all I can recall of that. 

Q. Would it be asking too much to inquire if that could be produced?—A. 
Oh, yes, no reason why you should not have it. 

Q. At the shareholders meeting, of the 38rd of May, was this matter of a 

government guarantee discussed?—A. No, sir. 


The Cuamman: Gentlemen, is that all? Thank you, Mr. Beatty. 
Witness discharged. 


Mr. Jackson Donpps, called. 


The Wirness: Mr. Chairman, gentlemen, I appear to-day as the General 
Manager of the Bank of Montreal. I have prepared a little memorandum which, 
with your permission, I shall read, and then, if you wish to ask me any ques- 
tions, I shall be glad to answer them. 

The relationship between the Canadian Pacific Railway Company and the 
Bank of Montreal has been that of a depositor and borrower on the part of the 
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railway company while the bank has acted as the depository and lender and has 
assisted in the underwriting of securities for the Company since the days of 
the construction of the railway to the present time. 

It has long been the Company’s practice to provide for its requirements 
by the sale of long term securities in the market, but continuing unsettled 
conditions compelled it, in 1931, and subsequent years, to resort to short term 
borrowing. 

A statement of the Canadian Pacific Railway Company’s obligations and 
balances at the Bank of Montreal, from March, 1931, to date, has been prepared 
and copies are available for members of your committee. (See Appendix “A”.) 

In explanation may I say that, in March, 1931, the Bank purchased from 
the Canadian Pacific Railway $5,000,000 15 year 5 per cent bonds covering 
the Lucerne-in-Quebec property, guaranteed as to principal and interest by the 
Canadian Pacific Railway who undertook to repurchase the bonds within two 
years from the date of the purchase by us. 

In May, 1931, the Canadian Pacific Railway sought a loan of $15,000,000 
for two years from a strong financial group. The loan could have been obtained 
from them but the interest rate was not considered sufficiently attractive by 
the railway company and the Bank of Montreal then agreed to advance the 
amount for one year, with option of renewal for a further period of one year. 

In June, 1932, when the question arose of extending the $15,000,000 loan 
for a further period of one year, the Bank expressed the opinion that, in view 
of the changed conditions since the loan was made, the bank should have some 
security for this advance. The company agreed and hypothecated $20,000,000 
of 4 per cent consolidated debenture stock. 

On 27th March, 1933, the railway company repurchased the $5,000,000 
Lucerne-in-Quebec bonds by borrowing an equivalent amount from the bank 
and pledging as security 100,000 shares of Consolidated Mining and Smelting 
Company of Canada stock and the $5,000,000 Lucerne-in-Quebec bonds. 

On 31st May, 1933, which was on the eve of the Prime Minister’s departure 
for England, Honourable R. B. Bennett wrote the Bank of Montreal to the 
effect that he appreciated that the foreign markets were closed to the Canadian 
Pacific Railway as a result of disturbed economic conditions, but understood 
a number of the Canadian banks were willing to advance the Railway Company 
$60,000,000 for five years, secured by the pledge of 4 per cent Consolidated 
Debenture Stock of the Railway Company of par value $100,000,000, to meet 
certain capital obligations of the Company maturing between Ist June, 1933, 
and the end of 1934, providing the Dominion Government would guarantee the 
repayment of principal and interest. The Prime Minister agreed to provide 
the Banks with this guarantee and requested that there be no delay in making 
the arrangements between the Company and the Banks as a substantial part 
of the loan was required by the Company almost immediately. It is true that 
this did not give the Banks security from the Government of Canada, but 
relying on his word the Banks were satisfied to make the advances. 

The loan was required by the Railway Company in two instalments, 
$35,000,000 on the 22nd June, 1933, (secured by the pledge of $58,334,000 Con- 
solidated Debenture Stock) and $25, 000,000 on the 1st December, 1933, (secured 
by the pledge of $41,666,000 of Consolidated Debenture Stock). 

The apportionment of the loan was based on the capital and reserves of 
the banks as at 8lst December, 1932, with the exception that two of the banks 
who comprised the syndicate took less than the amount allotted on this basis— 
the Bank of Montreal taking an increased allotment. Copies of the schedule 
giving full particulars of allotments of the banks and of the first and second 
instalments with consolidated debenture stock pledged as security have been 
prepared and are available for the members of your committee. (See Appendix 
a Br) 
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Part of the proceeds of the first instalment of $35,000,000, advanced on 
22nd June, 1933, (of which the Bank of Montreal’s share was $13,093,000) 
were used by the Company to repay the Bank of Montreal loan of $15,000,000 
secured by $20,000,000, 4 per cent consolidated debenture stock. 

On 29th November, 1933, pursuant to the informal undertaking of the 
Prime Minister, Order in Council P.C. 2490, authorizing the Minister of Finance 
to enter into an agreement with each of the lending banks guaranteeing repay- 
ment at maturity of the whole or of any unpaid balance of the loans with 
interest at 5 per cent per annum, was approved by His Excellency the Governor 
General. 

On 1st December, 1933, the second instalment of the loan, amounting to 
$25,000,000, was advanced by the banks against the pledge of consolidated 
debenture stock of par value $41,666,000. The Bank of Montreal’s share of 
this instalment amounted to $9,351,000. Out of the proceeds the railway com- 
pany retired the loan from the Bank of Montreal of $5,000,000. 

After these transactions the loans of the Bank of Montreal to the Canadian 
Pacific Railway totalled $22,444,000, secured by consolidated debenture stock 
of par value $37,406,000, and the guarantee of the Dominion Government. 


By Mr. Power: 


Q. Mr. Dodds, I have only had time to glance over this schedule of the 
obligations of the Canadian Pacific Railway to the Bank of Montreal. As I 
understand it, however, on June 22, 1931, there was a loan to the Canadian 
Pacific Railway of $20,000,000 with a surplus of protection of $9,000,000?7—A. 
That is including the cash to their credit; besides the $5,000,000 Lucerne-in- 
Quebee bond which was guaranteed by the Canadian Pacific Railway, there 
was no security at that time. 

Q. Now, June 22, 1932, was the time that the loan was renewed, was it 
not, or thereabouts, and you obtained additional securities to the extent of 
$20,000,000 of Canadian Pacific Railway 4 per cent consolidated debenture 
stock?—A. That is right. 

Q. And you show this for the $20,000,000, and you estimated the value of 
the collateral at $10,800,000?—A. Yes. 

Q. What collateral was that? That was the Lucerne-in-Quebec bonds as 
well as the C.P.R.?—A. That was really the value of the Canadian Pacific 
Railway Company’s 4 per cent consolidated debenture stock. We made no 
estimate of the value of Lucerne-in-Quebee bonds. 

Q. You valued it at approximately 50 per cent of its face value, is that it? 
—A. That was the market price at that time. 

Q. So that you had a surplus of $3,291,000 of protection?—A. With the 
cash there was to their credit. 

Q. I beg your pardon?—A. With the cash which was to their credit. 

Q. Good security, is it not?—A. Splendid. 

Q. In February, 1933,—February 22, 1933,—the obligation was $20,000,000, 
the market value of the collateral was then $11,000,000 and the cash at the 
eredit of the company was $9,807,000?—A. That is right. 

; ay You had then, an over surplus of protection of $807,000?—A. That is 
right. 

Q. In order to protect yourself still further— 

My. Geary: No, a surplus of $3,000. 


By Mr, Power: 


Q. I am told by Col. Geary that you only had a surplus of $3,000?—A. 
That is so, on 22nd August, 1932, but I have no doubt that if we had asked for 
some further security, which we did not, it could have been readily made avail- 
able, as the Canadian Pacific Railway had lots, as I learned this morning, 

Q. You had an ace in the hole?—A. Yes. 
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Q. March of 1933, during the time that these negotiations were going on, 
you asked the Canadian Pacific Railway Company to add to the security which 
was pledged to you, certain other securities and they pledged 100,000 shares of 
Consolidated Mining and Smelting?—A. Yes. 

Q. Giving them in March, 1933, a surplus of protection of $7,416,000?—A. 
Once more including the cash. 

Q. And in April there was still the same obligation but the market value 
of the collateral had risen to $20,600,000, making a total of $30,770,000 and the 
surplus of protection was $10,770,000?7—A. Right. 

Q. And then again on May 27, two days before, or three days before, it 
was considered necessary to obtain a guarantee from the government, you had 
a surplus of protection of $14,115,000?—A. That is right, yes; that is so. 

Q. Don’t you think you should be rather inclined to take Mr. Beatty’s idea 
and say that that must have been a very good loan to make with a surplus of 
protection of $14,000,000°’—A. I always thought it was a good loan, but the 
point at the moment was, what was going to happen from there? What was 
going to happen from there on; and the railway company decided to get a renewal 
for five years. That is another story altogether. It was an exceptional loan, 
exceptional conditions, and as you know banks do not make loans normally, 
for five years. 

Q. And would it not have been possible for you to give them a renewal for 
two years, or for one year?—A. I think there would have been no difficulty at 
all. I should have been very glad to recommend a renewal of the loan for a 
year, but that was not the point. They had a lot of other obligations falling due, 
and they wished to get the whole amalgamated. It was a question then not of 
the Bank of Montreal loaning the C.P.R. $20,000,000 against the security they 
had—knowing there were other securities available—but the question of the 
$60,000,000 loan for five years. 

Q. Insofar as the Bank of Montreal was concerned, I take it Mr. Dodds 
from you, the Bank of Montreal did not need any further security?—A. Not 
the bank? 

Q. They were sufficiently protected according to what you have just told us. 
Why did not the C.P.R. go to the government and ask for a guarantee of 
$40,000,000—it is pointed out to me by my friend that it could have come 
off its 1933 operation. I am speaking roughly now, but it would have been a 
guarantee of only $10,000,000. Is that about right?—A, That is a question, it 
seems to me, that should be asked of the C.P.R.; but my understanding of this is 
that they wished to consolidate all these obligations, and be assured of enough 
money, and they wished to get the full amount. Ail their arrangements were made 
with the idea that they would not have to worry unduly for the next five years. 

Q. Am I to believe from your answer that the only reason the C.P.R. had 
for coming to obtain a guarantee of $60,000,000 from the people of Canada was 
their own convenience in bookkeeping?—A. No. I think it was explained very 
fully to this committee that these bonds and obligations were maturing in the 
United States and Canada. They wished to consolidate the whole. They could 
not renew. 

Q. They could not renew in the United States, but you yourself told us that 
insofar as the Bank of Montreal was concerned, this loan of $20,000,000 was a 
good loan?—A. I still say it was a good loan. 

Q. You still say it was a good loan?—A, I still say it was a good loan. 

Q. That would mean $17,000,000 approximately for the requirements of 
the C.P.R. in 1933 for which they required a government guarantee, including 
foreign obligations?—-A. I was not asked the question as to whether we would 
renew for another year. I was told the railway company wished to renew their 
obligation in the trying time, and consolidate their indebtedness, which was a 
conservative thing to do, and cover a five-year period, including loans that they 
could not renew. 
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Q. But in any case, insofar as the Bank of Montreal was concerned, the 
C.P.R. was not faced with the alternative of default or not to default if they 
had not paid the Bank of Montreal loan?—A. That is right. 

Q. I beg your pardon?—A. That is right; we had not called on them. 

Q. Apart from the loan to the Bank of Montreal, the only maturities they 
had to meet during the year 1933 were approximately $13,000,000?—A. You 
have the statement. 

Q. It may be $12,000,000?—A. Well, there was $10,000,000 owing, I suppose, 
to the Chase Bank; $1,000,600 to the First National Bank of Chicago; $2,500,000 
to the Northern Alberta Railway—more than $12,000,000. 

Q. Nearly $20,000,000 without checking it over?—A. Oh. 

Q. Was not the C.P.R. credit good for another $20,000,000 loan?—A. No, 
sir. 

Q. It was not?—A. No. 

Q. You state that definitely?—A. I state that is too big an amount for any 
one organization by the Bank of Montreal. 

Q. I am inclined to agree with you. Would it have been too big an 
obligation for all the banks of Canada?—A. Well, as they loaned more than that, 
evidently it would not have been. 

Q. Did you, Mr. Dodds, take part in the negotiations with the other banks 
in order to induce them to take a share in this loan?—A. No, I did not take 
part in the actual negotiations. I do not think they required much inducing. 

Q. You say they did not require much inducing? This loan with a guar- 
antee from the government was a high grade loan, if I may so express it?—A. It 
is generally conceded that anything guaranteed by the Dominion of Canada is 
a high grade loan. 

Q. As well as being general manager of the Bank of Montreal, you are 
president of the Canadian Bankers’ Association, are you not?—A. Yes. 

Q. Were you president of the Canadian Bankers’ Association at the time? 
—A. No. 

Q. When were you elected?—A. Mr. McLeod was president before I was 
elected in November, 1933: 

Q. Do you remember at about what date it was that the Canadian Pacific 
Railway first desired to consolidate its debt, or if I may express myself this 
way, consolidate the $60,000,000 and get further loans. About what time was 
that?—A. No, I do not remember the dates. I remember that there had been 
conversations around that month with a few of the banks. 

Q. Around the month of March?—A. No, around the months of April and 
May in regard to this question. 

Q. Perhaps this may be along another line of thought, but the effect of the 
raising of this loan in Canada from the banks and the payment to United 
States’ banks of their loans unfroze credit in the United States and froze it to 
a certain extent in Canada?—A. As far as that $60,000,000 is concerned, 
obviously it is for five years, and therefore to a certain extent you can describe 
it as being a frozen credit for five years; but as far as credit in Canada is con- 
cerned, all the banks have money they will be glad to loan. 

Q. Well then, I suppose the obvious question now is, why didn’t they loan 
to such a good corporation as the C.P.R. without government guarantee?—A. 
Well, in the first place they were not asked. 

Q. They were not asked to loan without government guarantee?—A. As 
far as I know these banks were not asked except this one transaction, whether 
they would take their share of it. 

Q. Was it the Canadian Pacific Railway or the bankers that first mentioned 
the. question of government guarantee?—A. I cannot tell you which it was. I 
should think it was probably the banks that said, if you want the accommoda- 
tion for five years, you will certainly have to get the government to guarantee. 
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Q. You do not know when that occurred of course?—A. Well, about the 
same time. 

Q. That is, in March?—A. No; as I said before, about April, or May. 

Q. Now, as president of the Bankers’ Association, are you prepared to say 
that the banks that advertise in the press, particularly those days, have large 
sums of money ready to advance to any good security? Are you prepared to 
say that the banks would not have advanced to a corporation like the C.P.R. 
without government guarantee?—A. I do not remember any bank advertising. 

Q. For one year?—A. I do not remember banks making a statement that 
they would loan for any purpose against any good security, but banks certainly 
had money to loan, and whether any one would want to take a share of 
$60,000,000 under the conditions that were then found, for one year, you would 
have to ask each bank individually. We ourselves were prepared to carry along 
our loan. 

Q. $60,000,000 was not absolutely necessary, as you well know, at that 
time?—A. Yes. 

Q. It was not necessary. If they were not prepared to take a share of the 
$60,000,000 would you have been prepared to take a share of the surplus over 
the $20,000,000 which was owed to you?—A. That is a hypothetical case. They 
were never asked; I do not know what their answer would have been. 

Q. You state positively the banks were never asked to loan money to the 
C.P.R. except on government guarantee?—A. To the best of my knowledge 
they were never asked. 


By Hon. Mr, Euler; 

Q. May I ask you this question: I think I understood you to say that the 
whole of this $60,000,000 was advanced to the Canadian Pacific Railway by 
December, 1933?—A. Correct. 

Q. I suppose from that date on they paid you interest at the rate of 5 per 
cent per annum?—A. That is so. 

Q, This morning in reply to a question by myself, I think Mr. Beatty said 
all they needed was approximately $40,000,000?—A. Yes. 

Q. That is, the other $20,000,000 was required for the retirement of matur- 
ing securities in 1934? Now, it just occurs to me, why would the C.P.R. borrow 
$20,000,000 which they did not need, and upon which they had to pay you 
5 per cent interest. What would they do with the extra $20,000,000 until such 
time as they actually required it?—-A. They would place it on deposit in differ- 
ent banks. 

Q. And they got what rate of interest?—A. I do not know what rates, 
varying rates. I have no idea of the rates. 

Q. Were they obliged to take the extra $40,000,000 under the terms of the 
loan?—A. Well, they applied for a loan of a certain amount on a certain day, 
and they got it. I think that question should be addressed to the company. 

Q. I understand Mr, Beatty is no longer here. It would seem to me that 
that does not appear to be very good financing, to borrow money upon which 
you had to pay a high rate of interest if you did not need the money —A. If 
you had a lot of money you would not want to keep it idly around for six 
months so as to be sure to be able to loan it. 

Q. In other words, the banks would insist that they take the whole 
$60,000,000?—-A, No, the banks were not insisting; because they were asked 
for the loan on certain terms and the banks granted it. 


By Mr. Howard: 


Q. A few minutes ago you were discussing the different loans made by the 
C.P.R. and you said the original loan that you loaned the C.P.R. was made at 
four per cent?—A. Yes. 
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Q. That was under the security which they gave you as collateral, four per 
cent debentures and $5,000,000 in Lucerne-in-Quebec bonds?—A. No, Mr. 
Howard; at the time when the rate was four per cent we had not that security. 
Part of the loan was in New York where the rates were low, and part in Canada, 
$7,500,000 each, I think. 

Q. Afterwards, you renewed the loan, and when the renewal was asked 
for, you increased the rate to five per cent. Is that a customary transaction? 


Mr. Power: Very reprehensible. 


By Mr. Howard: 

Q. I wanted Mr. Dodds’ opinion—A. No; I would not say that. This 
rate was fixed on the value of money at the time in the United States and here, 
and Mr. Beatty, I think, said he paid a higher rate than that, or as high a 
rate, to the New York bank—whatever it was, it will be in the record— 

Mr. Bowman: 54 per cent. 

The Witness: One of the members said he paid 53 per cent. 


By Mr. Howard: 


Q. A moment ago you said you had assisted the C.P.R. in the selling of its 
securities at different times, as you have in many concerns. It is possibly a 
proper way to handle securities. When you handle securities for resale, do you 
get an underwriting fee besides your interest rates and general charges?—A. We 
get an underwriting commission of some kind as a rule, yes, which in many 
cases we have to share with a lot of people. 

Q. Mr. Dodds, the Chase National Bank have loaned the C.P.R. $10,000,000 
at the time when you had loaned them $20,000,000?—A. Yes. 

Q. Have you any stock control, or what arrangement have you—perhaps 
that is not a fair question—do you have some arrangement with the Chase 
National Bank in Montreal? Do you work together?—A. No. 

Q. Have you your own bank in New York?—A. We have agents of the 
bank, who are our own men paid by the Bank of Montreal. 

Q. It means that your business is handled through the Chase National 
Bank?—A. No, handled through our own people in New York. 

Q. Well, it goes without saying, that when foreign countries were paid 
their debts, which evidently was one of the reasons why you asked for further 
securities, it would mean that you were paying off foreign loans with Canadian 
money. In that connection may I ask you this: Would that affect in any way 
the general credit situation of the Canadian borrower?—A. No, we had money 
for them so far as the Bank of Montreal is concerned. We have been looking for 
good commercial business steadily in the last two years. 

Q. When you showed in your statement here the balances in cash at the 
credit of the company, which you took eventually, under consideration in con- 
nection with the collateral loans, is it not true that some of these accounts were 
trust fund accounts, what we call pension fund accounts and so on?—A. No, I 
a not, Mr. Howard. There would be accounts from Winnipeg and Montreal, 
and so on. 

Q. Of the different branches? I noticed this morning in the evidence that 
was given by Mr. Beatty and the table filed before the committee, that the 
exchange paid ran into very great figures?—A. Yes. 

Q. Did you not foresee at that time that exchange would go to par? Of 
course I say that because I realize bankers know more about other peoples’ 
business than they do themselves—A. I wish I had known. 

Q. You could have saved the Canadian Pacific Railway some money ?— 
A. I might have made a little for myself. 
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Q. I would like to ask you one more question along this line. You said 
that the banks had plenty of money to loan. I suppose you notice the ads that 
banks have been running in local papers all over the country in the last 45 days. 
You notice that they have been changed from what they were 45 days previously? 
—A. Yes, they change all the time. 

Q. Is there any special reason for the ad that is put in now?—A. Well, 
there is a very good reason. Some people have the idea that banks have not 
any money to loan for good commercial purposes. I was desirous that 
everybody from one end of Canada to the other should know, whatever may 
apply to anyone else, that we have money to loan for commercial purposes, 

Q. Regardless of this money proportionate to your capital, you still have 
plenty of money to loan?—A. Yes. 


By Mr. Raymond: 


Q. In referring to the letter signed by Mr. Bennett and addressed to Sir 
Charles Gordon, and dated May 31st, 1933, I read the following paragraph:— 


You have explained to me the proposal which I understand has 
already been discussed with the Canadian Banks for financing certain 
capital obligations of the Canadian Pacific Railway Company which 
mature between the 1st of June next and the end of 1934, amounting to 
approximately sixty million dollars. 


Mr. Bennett states in this letter that Sir Charles Gordon has already explained 
to him the proposal?—A. Yes. 

Q. Well, when were those explanations given to Mr. Bennett?—-A. Well. as 
I understand— 

Q. Surely it would be previous to May 3lst?—A. Well, I understood from 
Mr. Beatty’s evidence that it was on the 31st May. 

Q.. No, no. Mr. Beatty was speaking for himself, but Mr. Bennett writes 
to Sir Charles Gordon: 


You have explained to me the proposal...—A. Yes. 


Q. I want to know when this explanation took place and where?—A. Well, 
you had better ask Sir Charles Gordon because I was not there. But I will tell 
you to the best of my knowledge, I believe it was on the 30th May. 

Mr. Raymonp: Well, I am going to apply to have Sir Charles Gordon 
brought here so that I can ask him. 

The CuHatrMaAn: I think you will get that from Mr. Bennett himself; he is 
probably the best witness on that point. 


By Mr. Raymond: 


Q. At the moment, Mr. Dodds, you say you do not know anything about 
that?—A. No, I did not say that. My understanding was that it was on the 
30th May, but I cannot be certain of the date. 

Q. But this letter refers to an explanation given by Sir Charles Gordon. 
The letter is addressed to Sir Charles Gordon. The explanation may have been 
given by somebody else, perhaps some other official of the Bank of Montreal, 
but you don’t know anything about it?—A. Nothing further. 

Q. Pardon me?—A., Nothing further than that it was just around that time. 

Q. You had not given any explanation to Mr. Bennett yourself?—A. No. 

Q. Mr. Bennett also states in the letter that the proposal had already been 
discussed with the Canadian banks, and later on in the letter it is said that the 
banks are prepared to advance the required amount if the government will guar- 
antee payment of the principal and interest. Mr. Beatty this morning stated 
that the Bank of Montreal was negotiating with the other banks. Do you know 
anything about those negotiations?—A. Sir Charles Gordon spoke to some of 
the other banks, in fact he may have spoken to all of them. 
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Q. But personally you don’t know anything about it—A. Personally I 
don’t. 

Q. Sir Charles is the person who knows everything about it?—A. He went 
to the other banks, yes. 

Q. Of course, on that day, previous to May 31st, 1933, you had not yet 
received this letter in which Mr. Bennett says he is willing to guarantee the loan 
of $60,000,000 to the Canadian Pacific Railway Company?—A. No. 

Q. What guarantee had you previous to this letter that the amount would 
be guaranteed by the government?—A. We did not have any guarantee at all. 

Q. What guarantee did you have to refer to the other banks in order that 
they should subscribe to the loan?—A. This letter expresses the view that Sir 
Charles has explained the proposal which was made. 

Q. As a matter of fact, is this the only letter which was sent by Mr. Bennett 
on behalf of the government?—A. Yes. 

Q. He was willing to guarantee the loan?—A. Yes. 

Q. According to that letter?—A. According to that letter, yes. 

Q. This letter is signed only by Mr. Bennett. Was the bank satisfied with 
that guarantee?—A. Well, I have stated in the memorandum I read that the 
banks were satisfied. 

Q. No, but Mr. Bennett is not the whole Cabinet—he is not supposed to be 
anyway ?—A. I would like to point out that the letter states distinctly “I have 
discussed the matter with my colleagues.” 

Q. Had you any assurance that the other Ministers would concur?—A. 
This letter states: — 


I have discussed the matter with my colleagues and we have decided 
that in the public interest the railway company should be placed in the 
position to meet the obligations in question and the government will 
therefore guarantee payment of the principal and interest of the loan. 


We were perfectly satisfied with the letter from the Prime Minister in those 
terms; and we have accepted similar assurances—not always in writing at the 
moment—from other Premiers, for instance, of Alberta, Saskatchewan and Mani- 
toba, with regard to the wheat pools. 

Q. Well, was this letter handed to the other banks which have participated 
in the loan?—A. Well, I do not know that this letter was handed to the other 
banks. It is just a letter to Sir Charles. 

Q. No, between the 31st May and the 29th November the other banks 
have made advances to the Canadian Pacific Railway Company, is that correct? 
—A. That is right. 

Q. And they have had a copy of the order-in-council passed on the 29th 
November, but, between the 31st May and the 29th November, what notice 
had they in their possession that the government was guaranteeing the loan?— 
A. ee they only had the statement that is contained here, and which was sent 
to them. 

Q. Is it not the practice of banks that they must have on their files a 
guarantee?—A. No. For instance, one bank gets the guarantee in connection 
a the wheat pool loan. They cannot all have the guarantee; one bank 

olds it. 


By Hon. Mr. Lapointe: 


Q. Mr. Dodds, in a letter dated 17th August, 1933, signed by W. A. Bog, 
addressed apparently to Sir George Perley, I read the following:— 


I shall be obliged if you will, at your convenience, send me a draft 
of the proposed order-in-council which we would like to submit to the 
company before it is actually passed. 
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As a matter of fact, was that draft of the proposed order-in-council submitted 
to the Bank of Montreal before the government passed upon it?—A. On the 31st 
UBT 1933, Sir George Perley writes to Mr. Bog acknowledging receipt, and 
he says:— 
A draft of the proposed order-in-council regarding a loan to the 
Canadian Pacific Company has been prepared, and as you requested, I 
am enclosing a copy of the same. I note that you would like to submit 
this to the company and I hope that you will have consideration given to 
it as soon as possible and then write to the Prime Minister himself. 


Mr. Lapornte: So a draft of the order-in-council was sent to the bank. but 
before all this took place the money had already been advanced. 


By Mr. Fraser (Northumberland, O.): 

Q. Mr. Dodds, I would like to be quite clear on this point, did the banks 
refuse to lend the Railway company this $60,000,000 without a Federal Gov- 
ernment guarantee?—A. The banks were not asked to lend $60,000,000 without 
the Federal Government guarantee, so they never refused. 

Q. Were they ever approached?—A. Not to my knowledge. It probably 
might have been discussed with us and we would give them the opinion that the 
other banks, not being bankers of the company, would not be likely to advance 
money for five years without a government guarantee. 

Q. Mr. Beatty stated this morning that the Canadian Pacific Railway 
Company could not borrow this money without this guarantee?—A. Well, you 
do not always have to be turned down before you know that. 

Q. To the best of your knowledge he was not turned down?—A. To the 
best of my knowledge, I do not recall that the thing ever arose. That is all that 
I can say. 

Q. What I am trying to do is to reconcile Mr. Beatty’s statement?—A. 
What did Mr. Beatty say, again. 

Q. He said it was impossible for the railway to borrow this money without 
this guarantee?—A. Well, probably I told him so, or somebody else did, because 
that would be the fact. 

Q. Did the banks then refuse to lend him the money?—A. No, but he 
might have asked me the question, possibly did, “Do you think the banks 
would lend this money without a government guarantee” and I would say 
“No,” at once. 


By Mr. Jacobs: 
Q. It might have gone before the Board of Directors without your knowl- 
edge?—A. That is most unlikely, I am always there. 


By Mr. Fraser (Northumberland, O.): 

Q. You made the statement, Mr. Dodds, which simply meant that the 
banks refused to lend this money without the guarantee?—A. It may have been 
done in this way—the question may have been asked “ Do you think that if 
such and such a thing happens that we would get the money,” and the reply 
might have been “No, I don’t think you would get it without it.” That is a 
different thing to asking and being turned down. Probably I expressed the 
opinion. 

Q. You have made the statement that the banks have plenty of money to 
lend; they might lend up to $20,000,000 on the security or collateral of the 
C.P.R. For what reason did you refuse to go further in conducting that kind 
of banking business?—A. Well, that was a reasonable banking loan. When 
it gets into five years it is not a bank loan in the ordinary sense of the word. 

Q. I quite appreciate that, Mr. Dodds, but nevertheless with this kind of 
security and this kind of a loan, with the amount of frozen money you have, 
with the idle money you have, was it necessary for a Federal Government 
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guarantee even on a five year loan?—A, Well, rather than put money into what 
I would not consider a good bank loan I would keep the money in my vaults 
and not lend it at any rate of interest. 

Q. Mr. Dodds, this is the point I would like to be quite clear on. You 
know, and I know, and every member of this committee knows, that the banks 
have millions of unemployed money to-day. Now, here was an opportunity 
to lend the Canadian Pacific Railway Company, probably the senior security 
in Canada, with the collateral that they had deposited against a loan up to 
$20,000,000, an opportunity for you to get that frozen money or idle money 
into circulation at the rate of 5 per cent and you refused to do it until you 
got a Federal Government guarantee, is that right?—A. Perfectly clear. 


By Mr. Geary: 

Q. Mr. Dodds, there is a question troubling some members of the House 
of Commons. It appears from the MacMillan report that on June 30, 1933, 
your total assets were $761,375,702 and your total liabilities $759,824,543, or 
an excess of assets of only $1,551,159. I am not speaking for myself, but at 
least one member of the House of Commons, without knowing the true excess 
of assets, makes the statement that your bank felt quite free to take up 
$22,444,000 of the Canadian Pacific Railway loan?—A. Yes. I suppose that 
gentleman is not used to this sort of figures and does not realize that amongst 
our assets— 

Q. I understand it perfectly, but perhaps you might explain it?—A. —are 
included $74,000,000 made up of $36,000,000 capital stock and $38,000,000 
rest account. 

Q. Well, the figures speak for themselves, but were you in the Bank of 
Montreal in a difficult financial position?—A. I would say that the Bank of 
Montreal was and is a very comfortable position. 

Q. The gentleman who was concerned about it says, in pointing out that 
your excess assets were only a million and a half, that you had taken up 
$22,444,000 of the Canadian Pacific Railway Company loan, and then he went 
on to say that he wondered, since reading the figures of the excess in the assets 
of the bank and of the amounts they had taken up of the Canadian Pacific 
loan, whether it was not because of the position in which the banks found 
themselves that this government undertook to make a guarantee of the Cana- 
dian Pacific loan?—A. No, there is nothing further from the truth. The Bank 
of Montreal is in a very comfortable postion and, as I have explained, has a 
capital and reserve alone of $74,000,000 over and above the figures that he 
imagines are excess assets. 

Q. So there was no position that you were in that was dangerous in any 
degree?—A. None whatever. 


By Hon. Mr. Ralston: 


Q. Mr. Dodds, when you were answering Mr. Fraser I thought you might 
have expressed an opinion with regard to the possibility of other banks making 
a loan; that had reference to a five year loan?—A. Yes? 

Q. You do not suggest it might not have been possible that the other banks 
would have made the loan on a similar ratio of security to a limited amount 
for a short term, such as the Bank of Montreal did?—A. They might have made 
it for a limited amount, but $60,000,000 for five years was another story on 
similar security. 

Q. Yes, and a loan of this kind, a short term loan would be for a year?—A. 
I would think so. 

Q. As a matter of fact, it was only needed for the 1933 financing, $17,000,- 
000 above the $20,000,000 which the Bank of Montreal were carrying?—A. 
Yes. I imagine anybody who was running a billion dollar corporation does not 
want to let the thing drag. He wants to plan ahead, if he can. 
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Q. Of course, it had been drifting in that way for a number of years?—A. 
No, I don’t think so. 

Q. It had been running on from year to year?—A. Oh, no. It was a 
definite loan first of all for one year with the option of renewal, and when the 
renewal came up then the question of the rate came up. They had the option 
of renewing, but the question of whether we should have security; at all events, 
as soon as security was suggested the Canadian Pacific Railway immediately 
expressed willingness to give it, and when the loan came due at the end of that 
period, and the question arose of renewing it again, there was given additional 
security. 

Q. Yes, but the loan had been carried in short periods from 1931?—A. 
In accordance with our agreement with them. 

Q. And your bank was really the intermediary or the go-between with the 
other banks?—A. Yes. 

Q. With regard to the larger proposal, namely, that there should be a 
five year loan of the total amount of $60,000,000 covering the financing for 1933 
and 1934, and that was the only proposition which your bank put to the other 
banks?—A. That is so. 

Q. And from whom did you get the assurance or suggestion that the 
government might probably guarantee that loan so that you might take it up 
with the other banks?—A. Well, we did not have that assurance, but the 
understanding as far as I was concerned, so far as our own loan was concerned, 
if we could get a government guarantee— 

Q. Yes, but I am asking you from whom that suggestion came, the sug- 
gestion of a government guarantee?—A. I am afraid I don’t know just who 
suggested it; but as I mentioned once before, if I had been asked I would have 
said there was no chance of getting a $60,000,000 loan for five years without a 
government guarantee, and my impression is that on that point I may have 
expressed the view that there was no chance of getting it. In other words, 
we would not have taken a share of it. 

Q. And your bank did the negotiating with the other banks?—A. Yes. 

Q. They were requested to do so either by the government or by the 
Canadian Pacific Railway?—A. By Mr. Beatty. 

Q. And was it from Mr. Beatty that the suggestion came that you should 
ask the other banks if they would take a certain proportion of the total financ- 
ing for 1933 and 1934 on a five year basis?—A. Yes. 

Q. And was he the one who suggested the possibility of a government 
guarantee?—A. Yes. Not that it had been suggested but would they take it 
on the basis of a government guarantee. 

Q. Was he the one with whom that idea originated?—A. It might have 
originated with him, or it might have been suggested by somebody else and 
been taken up by Mr, Beatty, but when he authorized us to go ahead it was on 
his suggestion that we should ask them whether they would take that on the basis 
of a government guarantee. 

Q. Did he tell you that he was in communication with the Prime Minister? 
—A. No, I do not recollect his telling me that, but I know he had been dis- 
cussing affairs with him one way or another. 

Q. Am I to take it that his suggestion came as the result of these dis- 
cussions?—A. No, I would take it the suggestion came in the way when he 
wanted to get $60,000,000, and as I have said before we said that if we were 
going to take a share of any loan that we would want a government guarantee. 

Q. I am saying to you that his suggestion to you to see the other banks 
came as the result of his discussion with the Prime Minister?—A. No, I did 
not say that. 
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Q. I am asking you, did it come after this discussion?—A. Well, it must 
have come after. He has told us he was having discussions with the Prime 
Minister from March onward, but when the question came up to us—which 
I think was sometime in May—as to what the possibilities of this thing were, 
we expressed the view that if he wanted to get that amount of money for that 
length of time he would have to get a government guarantee. 

Q. Had you never had any discussion till then?—A. Not to my knowledge. 

Q. Were these discussions with the banks not going on in April and May? 
—A. No. 

Q. Could you fix the time at all when the first approach was made to the 
other banks?—-A. Well, as far as I know the other banks were not approached 
until just around the end of May. 

Q. And they were approached by whom?—A. Sir Charles Gordon and Mr. 
Beatty. I think Sir Charles saw a number of them. 

Q. Had you discussions with the General Managers, I mean before the end 
of May?—A. No. 

Q. The General Managers of the other banks?—A. No. 

Q. You had no discussion with the Prime Minister yourself?—A. No. 


By Mr. Coote: 


Q. Mr. Dodds, do you know whether this loan was considered by the 
Canadian Bankers’ Association?—A. No. 

Q. Can you tell us what are the longest periods for which loans have been 
made to the Canadian Pacific Railway before?—A. Well, it is so many years 
since we loaned the Canadian Pacific Railway that I cannot tell you. J would 
say that in ordinary banking practice it would not be any longer than this. 

Q. You mean ordinarily not more than two years?—A. Ordinarily, yes. 

Q. Just to clear up a question I think that was put by Mr. Howard, could 
you tell us what rate of interest was charged to the railway company on your 
advances through 1931 and 1932?7—A. Yes. On the original $5,000,000 in 
Canada 5 per cent; on the $15,000,000 loan, half in New York and half in 
Canada, 4 per cent. When that came due, the whole of the loan in June, 1932, 
was put on a 5 per cent basis. 

Q. And the whole of this loan is at 5 per cent for 5 years, is that correct? 
—A. Yes, that is correct. 

Q. Could you tell us, or do you remember, when the rate of interest paid 
to savings bank depositors was reduced by the banks?—A. Well, I am afraid 
I don’t remember the date. May 1, 1933. 

Q. Was it not about the time that this loan was negotiated?—A. One is 
the Ist of May, 1933, and the other is the 30th May, but they have no bearing 
on one another. 

Q. It just seems to me that the rate of interest was reduced to savings 
bank depositors about the same time, and that perhaps you would express an 
opinion as to whether the banks were not charging rather too high a rate on 
a loan guaranteed by the Dominion for the full period of five years?—A. Well, 
I am assuming at the time that the Canadian government would use every 
poe to get it as low as possible and the banks would endeavour to be 
air. 

Q. Do you think that the banks need to get a rate of five per cent on a 
loan of this nature when they are paying 24 per cent for the money, is that not 
rather a big spread on a loan of this kind?—A. No, I don’t think so. 

Q. Can it be justified by the expense of running a bank?—A. All over the 
country, yes. 
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By Mr. Willis: 


Q. If my memory serves me correctly, the evidence of Mr. Beatty would 
indicate that Sir Charles Gordon canvassed the situation on behalf of the 
Canadian Pacific Railway Company with the banks with a view to finding 
out whether a loan could be made or not. Would you say anything in regard 
to that statement?—A. I have nothing to say about that. 

Q. Would you mind indicating your opinion of the ranking of the security 
known as the 4 per cent Consolidated debenture stock of the C.P.R.?—A. Well, 
all I can say about that is that it is sold in large quantity in the money markets 
of the world, and the market price expresses the view of the people at the time 
as to what they think of it and what they are prepared to pay for it. 

Q. Would you say it was an excellent security or not?—A. I would say it 
is regarded as a high class security. 

Q. Did the guarantee by the government permit you to rediscount?—A. 
No, it did not. 

Q. Is not that usually one of the purposes of a government guarantee?—A. 
It is laid down in the Finance Act what we can rediscount:— 

(a) Treasury Bills, bonds, debentures or stocks of the Dominion of Canada, 

Great Britain, any Province of Canada, and of any British possession; 

(b) Public securities of the government of the United States; 

(c) Canadian Municipal securities; 


(d) Promissory notes and bills of exchange secured by documentary title 

to wheat, oats, rye, barley, corn, buckwheat, flax or other commodities; 

(€) Promissory notes and bills of exchange issued or drawn for agricultural, 

industrial, or commercial purposes and which have been used or are 
to be used for such purposes; 
That is all. 

Q. There were advances on June 22nd, I understand, of $35,000,000, that 
was the first actual advance made by the syndicate banks?—A. Yes. 

Q. And then again on November 1st, $25,000,000?—A. It was December 
Ist, I think. 

Q. An additional $25,000,000?—A. Yes. 

Q. The letter of 25th September, 1933, from W. A. Bog, General Manager 
of your bank, to Mr. Bennett had an enclosure in which is indicated the obliga- 
tions of the Canadian Pacific Railway Company to be retired out of the loan 
of $60,000,000?—A. Yes. 

Q. The statement indicates maturities of approximately $35,000,000 as 
between June 22nd and the date of the subsequent loan, is that right?—A. Well, 
I have not added it up, but I will if you like. 

Q. And the statement also indicates maturities from June 22, 1933, to 
November 30, 19384?—A. Yes. 

Q. I am making that statement merely to indicate that from the point of 
view of banking the maturities were already definitely stated before the loan of 
$60,000,000 was made, amounting on my addition to $56,244,000, is that cor- 
rest?—A. Yes, $57,244,000. 

Q. And the additional amount is exchange?—A. Yes, that is right. 


By Mr. Fraser (Northumberland, O.): 
@. Would the bank loan to the Canadian Pacific Railway Company be in 
a senior position as to the credit of the Company? 
Mr. Jacoss: That is a question for a lawyer. 
The CHatrman: I do not think you should ask the witness that question. 
The Wirness: I think perhaps I could answer that—obviously the senior 


position is held by the senior security. 
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Q. The bank loan would be in that senior position, would it not?—A. Not 


unless it held a senior security. 
Q. It would take the senior security?—A. I don’t know that it did; I don’t 


think that it did. You have a list somewhere here of the securities and that 
would give you the information you want. Mr. Beatty detailed that security; 
he told you what was senior security and so on. You will find it all in his 


statement. 
Q. Take the usual position of a bank loan, a bank does not make the loan 


without it is in a senior position so far as the assets of the company are con- 
cerned?—A. I think I must disagree with that statement because the senior 
security in the case of many of our companies consists of bonds in the hands 
of the public, so that is a senior security. 

Mr. Irvine: Mr. Chairman, it is 6 o’clock, when do we meet again. 

The CHAIRMAN: Are you through with Mr. Dodds? If you are why you 
can dismiss him. There only remains to be examined Mr. Bennett and he will 
be available to-night at 8 o’clock. If not to-night, then he will not be available 
until Thursday morning. 

Mr. Power: Will there be any objection to the committee meeting at 8 
o'clock. 

The CuHarrMAN: Mr. Bennett, I think, will be available at 8 o’clock. 

Mr. Jacoss: Let us put it over until Thursday. 

Mr. Power: As far as I am concerned, I am quite ready to sit at 8 o’clock. 

The Cuairman: I think it is advisable to have this thing cleared up as 
soon as possible. 

Mr. Irvine: Mr. Chairman, will we have an opportunity of questioning Mr. 
Dodds in respect to the Bank Act. 

The CuarrMaNn: I hope so. 


The committee adjourned at 6 p.m. to resume at 8 p.m. 


EVENING SESSION 


The committee resumed at 8 P.M. 


The Cuarrman: Come to order, gentlemen, please. We have a quorum now 
and Mr. Bennett is available as the next witness. 


The Rr. Hon. R. B. Bennerr (Prime Minister), called. 


The Prime Minister: It is not usual for a Prime Minister to appear before 
a Parliamentary Committee to make a statement about public business; but I 
prefer to do that rather than have slanderous statements circulated throughout 
Canada where there will be no opportunity to deny them. I am in the hands of 
the committee. 

The CHamman: I would suggest, Mr. Prime Minister, that you make a 
statement covering this transaction from its inception down to its culmination, and 
I would ask that there be no interruptions, then questions may “be asked by 
members of the committee, 

The Prime Minister: First, Mr. Chairman and gentlemen, I am not a share- 
holder of the Canadian Pacific Railway Company. I own no common shares, no 
preferred shares, no debentures, no bonds, no securities of any kind, nature, form 
or description whatsoever, and have not owned any for years. I did own a few 
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common shares, not many, some years ago; but I have not been, since I became 
leader of the opposition, the owner of shares. I am not the owner of any shares 
in any subsidiary of the Canadian Pacific Railway Company, not any of any 
kind, nature, form or description. 

During the depression the position of the Canadian Pacific Railway Company 
was a matter of importance to the government. We were urged on two occa- 
sions to assist in finding employment for men in the shops. We did. I was 
familiar with the fact that the Canadian Pacific Railway Company was 
indebted to banks in and out of Canada. When the banks were closed in the 
United States I recall having met the President of the railway—Mr. Beatty— 
and some mention was made of the difficulties of the position of the company 
by reason of its borrowings in the United States. I refrained from comment, 
for reasons that were obvious. 

When it was known that I was leaving for England in the early part of 
June, 1933, Mr. Beatty accompanied by the President of the Bank of Montreal 
—Sir Charles Gordon—met me in the City of Ottawa, and thereupon Mr. 
Beatty presented me a memorandum which was marked “confidential,” the 
substance of which was communicated to me verbally and which, in fact, if my _ 
memory serves me, I read to my colleagues. On the last day of May I find 
from looking at the correspondence—because I would not undertake to charge 
my memory with exact dates except in a few instances—I wrote a letter to the 
president of the Bank of Montreal which, I take it, has probably been read to 
this committee. That letter indicated that as the Canadian Pacific Railway 
Company had obligations that matured between the 1st of June next and the 
end of 1934 amounting to approximately $60,000,000, that if the Chartered 
banks loaned that money to the railway company secured by 4 per cent con- 
solidated debenture stock having a nominal or par value of $100,000,000, the 
government would guarantee the banks against loss. JI further indicated, that 
in my absence Sir George Perley would deal with the matter. 

My understanding at the time was, that from a list of the obligations that 
were furnished to the government substantial obligations matured on the Ist of 
June, or thereabouts, and that the balance of the $60,000,000 of obligations 
matured sometime towards the end of 1934. As a matter of fact, a list of the 
obligations was furnished to the government, and I verified the list later after I 
came back from England. 

On my return from England the order in council had not been promulgated 
and J personally undertook the preparation of the order in council. The order 
in council in the form in which it now is was prepared by myself. I was very 
busily engaged after my return, and as the obligations did not require to be 
met until after the Ist of December—I am only carrying this again in my 
memory—I again made it my business to verify the list. Before the order in 
council was completed I verified the figures by telephone and by a copy of the 
statement of the obligations, which appears in the same form as that which has 
been filed, I might say, Mr. Chairman, over the signature of Mr. Lloyd, Vice- 
President and Treasurer. 

I do not suppose the committee is interested in the matter of policy that is 
involved but seeks information with respect to the facts. After the order in 
counci] was prepared copies were sent to the Bank of Montreal for distribution 
to the other banks that were interested in the transaction. And there it ended; 
that is all. 

The CuarrMAN: Are there any gentlemen who have any questions to ask 
the Prime Minister? 

By Hon. Mr. Ralston: 


Q. Just directly on this transaction. In the first place, Mr. Prime Minister, 
with regard to the conversations between Mr. Beatty and yourself, prior to 
the letter of May 31, Mr. Beatty has told us this afternoon—I want to be quite 
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accurate—that there were probably several conversations. Those, I think, 
were the words he used. Have you a recollection of those?—A. I think, Mr. 
Ralston, that it is fair to say the financial position of the Canadian Pacific 
Railway Company has been the subject of discussion between Mr. Beatty and 
myself for perhaps a year prior to May, 1933. 

Q. I was speaking about the time of the bank holiday in the United States, 
from then up until May when the letter was written, were there several con- 
versations?—A. My memory would be, Yes. 

Q. Is it your recollection that in any of these conversations it was sug- 
gested that possibly the government might have to, or might be asked to 
guarantee the maturities of the Canadian Pacific Railway for 1933 and 1934?— 
A. Mr. Ralston, I have had many things to do in my day and I did desire 
to avoid dealing with this transaction as it ultimately was dealt with. I recall 
quite distinctly that I declined to make any statement, that is, in my own 
mind, as to what the government might or might not do. Nor do I remember that 
Mr. Beatty suggested or requested the government to do any particular act, 
or deal with the matter in any particular way until he produced a formal 
memorandum in the closing days of May. 

Q. Did you know, in a general way, that the other banks were being 
approached, that the Bank of Montreal had asked if they would take on a 
portion of the loan, if the government guaranteed it?—A. I have no recollec- 
tion in my mind that I was told the other banks were being asked until the 
latter days of May. It is just possible that an intimation of that kind was 
made to me but it made no impression on my mind. I did not deal with it 
personally nor had I any negotiations with the banks at all myself, nor did 
any body act, so far as I know for the government. 

Q. What I am getting at is whether or not you remember if there were 
any conversations between you and Mr. Beatty suggesting that the government 
be called on to guarantee the loan because it would seem as if that must be 
one of the subjects which would be discussed, or which would be uppermost 
in at least Mr. Beatty’s mind, and possibly in your own—A. No. Mr. Ralston, 
I think, if you will put yourself in my place, you will understand. This trans- 
action was dealing with the Canadian Pacific Railway’s financial position, and 
that was something that I desired to avoid discussing if I could for reasons 
that I suppose every Prime Minister would give; but knowing what the position 
was with respect to banks in the United States and the attitude of the banks 
in the United States with respect to Canadian loans, both national and otherwise, 
I kept thinking in my own mind that this matter would come before us in 
some way; but I do not recall ever, until it was brought to us formally, that it 
was suggested that the government should deal with it by guaranteeing the 
banks. Mark you, I do not say that it might not have been suggested. I have 
not seen Mr. Beatty since he was here. I do not know what his recollection is. 
I am only speaking of my own. ‘ 

Q. The thing that struck some of the members of the committee—and I 
think it would strike you too, Mr. Prime Minister—was this: That it was 
hardly conceivable that the President of a bank would be interviewing other 
banks to see whether or not they would take a proportion of a loan to be 
guaranteed by an institution or an organization, and particularly by the Prime 
Minister of Canada and his colleagues, without having had some consultation 
with the man who was going to endorse the note as to whether he was willing 
to do it?—A. To me it would be quite conceivable to ascertain whether or not 
mM a given contingency the banks were willing to do a certain thing; but, as I 
say, it is just possible that something was said about it. I can only say to you, 
however, that I have no memory of it now. If there is a circumstance that 
would bring back memory I would be very glad indeed if you would mention it. 
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Q. Do you know that any other proposition had been put to the bank other 
than the proposition that Canadian Pacific Railway securities of 4 per cent 
perpetual consolidated debenture stock should be funded into a five year loan 
and the loan guaranteed to the banks?—A. I have no knowledge of what was 
communicated to the banks as to how the matter would be dealt with. But I 
did know, as I fancy every business man knows, that the practice of the Cana- 
dian Pacific Railway Company had been to carry on its construction work out 
of accumulations of cash and sell its 4 per cent debenture stock for the purpose 
of recouping the cash reserves after the expenditures had been made. That was 
their practice in the days of Lord Shaughnessy and that practice was maintained 
until their cash reserves were exhausted. I knew that. 

Q. I do not want to press unduly, but that was not quite responsive to my 
inquiry. My inquiry was whether or not you knew, from Mr. Beatty or Sir 
Charles Gordon, that any suggestion had been made to the banks other than 
the proposition for a five year funding guarantee by the government?—A. With 
respect to that, Mr. Ralston, the proposal made to the government was for a 
period of five years and no other form of dealing with the matter other than 
that indicated was, so far as I recall, mentioned. 

Q. Either by you, or by Mr. Beatty, or Sir Charles Gordon—A. Well, I 
cannot recall any other. It is just possible there was, but I have no recollection. 

Q. That is to say, you did not canvas the situation to ascertain whether 
the banks would take anything less, or any other proposition, than the pro- 
position which had been put to you?—-A. As a matter of fact, speaking first as 
to time, I regarded myself, that five years would be a reasonable time for 
reasons that most people who know the circumstances of this country and of 
our railroads would regard as cogent and convineing reasons. As to the second 
point, I confess I did not canvass other methods because I believed that was the 
only available method when it was presented to us; I believed that would enable 
us to meet the position. 

Q. Did you know the Bank of Montreal were quite willing to renew for 
another vear?—A. I did not. In fact, if you asked me what my impression was, 
I would give it to you very clearly that Mr. Beatty being himself a director of 
the Bank of Montreal and Sir Charles Gordon, the President of the Bank of 
Montreal being a director of the Canadian Pacific Railway Company, that it 
was a somewhat difficult matter to suggest that there should be a renewal. That 
perhaps is an impression, but certainly that circumstance was mentioned. 

Q. Did you also know or ascertain whether there was a possibility of hand- 
ling the matter by dividing up the balance, leaving the Bank of Montreal with 
the loan which they had and by dividing up the balance with the other banks 
on the same ratio of security, that is to say, the perpetual debenture stock?—A. 
I did not discuss that phase of it. 

Q. From whence did you get the idea, Mr. Prime Minister, that there would 
be default, unless this particular method of financing was adopted—aA. I do 
not think you heard me say that there would be default unless this method of 
financing would be adopted. I have not mentioned the word “defaulted” yet. 

Q. I am referring to your statement in the house.—A. Then why not direct 
my attention to it. 

Q. I am awfully sorry. At Hansard, page 101: 

“The company could do one of two things: Should they default or 
should they not?” 


And then in the Order in Council itself, which I understood you to say you pre- 
pared, paragraph 9: 

“That the said railway company is a public corporation carrying on 
its operations not only in Canada but in other parts of the world; and, 
in the opinion of the ministers, under present disturbed economic con- 
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ditions, it is desirable to prevent default by the said railway company 
in discharging its said capital obligations and indebtedness as they mature, 
and in the public interest, to grant the request of the said railway com- 
pany as a measure for the protection and maintenance of the credit and 
financial position of Canada.” 


I should have directed your attention to that before. What I was asking was, 
from whence did you get the idea that there would be default unless this method 
of financing was adopted?—A. That is not fair. Unless that company were in 
funds to meet its obligations, it would default; that was the question. That was 
a matter of policy which must, of course, be determined by the government of 
the day, and it had to accept the responsibility of saying Yes or No to the 
proposals that were made to place the company in funds or leave it without 
resources with which to meet its obligations; and I knew that if it could not 
renew its notes in the United States and could not pay them it would imme- 
diately default. That is common ground. 

Q. My point was that you might put the company in funds in other ways, 
possibly, than by the proposition which the company itself put forward?—A. 
Well, the company, of course, could have been put in funds by lending them 
money. That, of course, is the system adopted in the United States. The rail- 
ways of the, United States were loaned $340,000,000 as outstanding about the 
middle of March, and they were authorized to borrow $411,000,000, through the 
Reconstruction Finance Corporation, but we were not in a position to lend money, 
and in my own mind, as a matter of individual judgment, plus the judgment of 
my colleagues, the method adopted was the method by which the company was 
placed in funds to meet its obligations without the country incurring what I 
conceive, at least, to be any liability. 

Q. I quite understand the difficulties about lending money, but I have 
indicated by my previous question that that was not what I had in mind. What 
I had in mind was the possibility of procuring short term loans from the banks 
to tide over the situation for another year in the hope that there might be an 
upturn. That, I understand, was not canvassed?—A. Mr. Ralston, I can only 
say to you that I would not regard that as either feasible or possible. 

Q. Well, I can only say to you, Mr. Prime Minister—I cannot give evidence 
—I may say to you that Mr. Dodds told us this afternoon that as far as he was 
concerned the loan was perfectly good?—-A. That is not the question. Did Mr. 
Dodds say that $60,000,000 was perfectly good? 

Q. He talked about his own loan?—A. Do not confuse the two things, 
please. You are talking about the whole transaction. 

Q. I am not mixing things at all. I suggested the other possibility which I 
thought might have been canvassed. The other suggestion was to make arrange- 
ments with the other banks, at least for the maturity for the balance of 1933. 
It only amounts to $17,000,000?—A. Oh, no. That assumes, of course that the 
Bank of Montreal would renew the then existing loans, the other banks would 
carry the balance and that no provision would be made for the future liabilities. 
I consider it as a matter of policy not only sound but almost essential to the 
interests of this country that for a reasonable period of time the matter should 
be free from further difficulties either with respect to the company or the gov- 
ernment. 

_ Q. In other words, you considered you should make provision, even though 
it put a $60,000,000 guarantee on the tax payers of this country—you still 
considered it was advisable to finance the C.P.R. for five years in connection 
with maturities for 1933 and 1934—notwithstanding that other temporary 
measures could have been made without that guarantee?—A. Of course, that is 
wholly inaccurate. Nobody was financing the Canadian Pacific for five years. 
The Canadian Pacific was financed for one year, until December 1934; and L 
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believed it to be in the national interest, as I now do, that provision should be 
made for that period of time in order that if recovery took place, as I believe it 
will, there should be an opportunity thereby afforded to enable the company to 
market its securities and to retire its obligations. The guarantee placed upon 
the taxpayers was secured by $100,000,000 of 4 per cent debenture stock of the 
Canadian Pacific railway company, and there ranks junior to that both its 
preferred and common stock, the common stock representing $123 in cash for 
every $100 outstanding, and the preference stock representing, if I remember, 
something like $135,000,000 in addition, making a total of nearly half a billion 
dollars junior in point of fact to the debenture stock. 

Q. I think you are only proving it was a pretty good bank loan?—A. I 
am not concerned whether it was a good bank loan or not; J am concerned 
with what I conceived to be the proper thing to do for this country at that 
time. What I then did, I would do to-morrow. 

Q. We have our different points of view?—A. Certainly. That is expected. 

Q. I am suggesting that the alternative was short term financing, but, as 
you say, you would prefer to have this country guarantee $60,000,000 for the 
purpose of making a long term loan?—A. I go further. I do not think it is 
possible to make short term financing on that statement of facts as given to me. 

Q. The committee has heard Mr. Dodd’s evidence. Now, Mr. Prime Minis- 
ter, these discussions were taking place when Parliament was in session?— 
IX, NOR 

Q. Parliament, I think, rose on the 27th of May?—A. The 27th.of May. 

@. And you did not think it was desirable te make any disclosure of the 
situation to Parliament, or to ask Parliament to wait another week?—A. I cer- 
tainly did not. I believed that I was in office to discharge the responsibilities 
of office, and, having the power, it was my duty to exercise it in the public 
interest; and when I fail to have that understanding of my position I fail to 
hold it. 

Q. You are exercising extraordinary powers under the relief act?—A. I was 
exercising the powers which Parliament had given me and my government, 
strictly in accordance with the powers then conferred by Parliament. 

Q. I only remind you of this: in connection with the 420,000,000 matter of 
financing —$20,000,000 for relief—in 1930, you saw fit to call Parhament to- 
gether. In connection with this $60,000,000 guarantee, you did not feel the 
necessity for holding Parliament any longer?—A. Parliament having conferred 
upon the government of the day, the Executive, the authority to deal with the 
matter, the government dealt with the matter in accordance with the power 
conferred. Parliament not having conferred any power to use any sum for relief 
it was necessary to call Parliament together to secure the authority. Parliament 
was called together and gave the authority. Of course, this is rather beside 
the inquiry itself; it is unusual to discuss purely political matters before com- 
mittees of this house. I cannot restrain the honourable member. 

Q. I thought we are considering the circumstances under which this loan 
was made?—A. They are direct and speak for themselves without my referring 
to them. 

Q. We want the facts?—A. The facts are on the record. 

Q. No, there are some facts that are only matters of both opinion and 
of verbal conversation?—A. There cannot be any opinion as to an Act of 
Parliament. 

Q. None whatever. I am not speaking of an Act of Parliament?—A. That 
is what you are referring to in your last question. 

Q. I am speaking of an act of government. When was the verbal assurance 
given to Mr. Beatty that the government would guarantee the loan?—A. Well, 
it was on the last day, or the last day but one—it was in the closing days of 
May. 
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Q. I take it that you yourself had no doubt about the advisability—let 
me put it that way—of it; and, therefore, it did not take very much persuasion, 
or argument, as far as you are concerned, to be convinced that that was the 
thing to do. So, what I want to ask you, if that is correct, is whether or not it 
might not have been in the early part of May that you indicated to Mr. 
Beatty that that may have been done?—A. Nothing is more reprehensible, on 
the part of counsel, than to make statements and then say they are part of the 
question. What you have just said, you take for granted. Nothing I have ever 
done has caused me more perturbation than the anxiety of doing this act, and 
the very reason that I am sitting here now is that I knew perfectly well what 
would be said by you and others like you. 

Q. Mr. Prime Minister, [ am sorry that I assumed what I thought you had 
said before; I thought that you had said that you yourself were convinced that 
that was the proper thing to do, and I assume that when I put my question now. 
May I just have that from you, do you consider it to be a proper thing to do? 
—A. After hearing what was said, after reading to my colleagues the memo- 
randum submitted by Mr. Beatty, and after considering it, I concluded, in the 
interests of the Dominion of Canada, that it was desirable to take the action 
which was taken. 

Q. And I ask you again, then, in view of that, might it have been in the 
early part of May that you at least gave Mr. Beatty to understand that the 
government would guarantee the loan?—A. So far as my memory goes, it was 
not. The question of guaranteeing the loan was not mentioned in the early 
part of May. I told you that. I have no recollection of any discussion of that 
character, until the formal presentation of the case, the method by which it was 
to be accomplished then being proposed by Mr. Beatty. 

Q. I did not understand that, I understood you to say that you did not have 
any recollection of that; it might have been discussed—?—A. No, not that 
now; do not try that. What I said was that I had no clear recollection of what 
might have taken place, but that in my own mind I was clear that there was no 
such conversation, except in the closing days of May. 

Q. Isee. Do I take it that the letter of May 31, set out fully the arrange- 
ment which was to be in existence, at least the obligation which the government 
was to carry out in connection with this loan?—A. That letter was given to Sir 
Charles Gordon; I think on the day before I left here, I cannot be quite sure 
whether it was the day before, or the day before that; and looking at it now 
I believe it covered the situation. 

Q. There does not seem to be any suggestion of any sort in that letter 
that the undertaking was to be conditional on other efforts failing?—A. Well, 
you raise a question on which I fancy the railroad executive could speak with 
more authority than I. It was represented to us that they had been endeavour- 
ing to sell their four per cent consolidated debenture stock. I suppose it is 
within the memory of most people who follow business transactions that it had 
been sold in London and New York; very little, as I have said, in Canada. And 
my understanding was that the railway company was anxious to sell its four per 
cent consolidated debenture stock, and relieve itself of this liability; and as you 
know, as I said in the House, the President of the railway company came to 
London while I was there. 

Q. I am asking you, was there any discussion, either between you and Mr. 
Beatty, or between you and Sir Charles Gordon, that this letter was conditional 
on Mr. Beatty making efforts in London to get the money?—A. Whether you 
put it in just that way, or not, I could only say this; whether putting it that 
way would be correct, or not, I-do not quite care to say, because I do not know 
what you mean by the question behind this, that it was understood that the 
railway company would continue to endeavour to sell the securities; and the 
reason that five years was agreed upon was that if economic recovery takes 
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place, there would be no doubt, then, about the ability of the railway company 
to market its securities. 

Q. Just going back to one question; that was, whether or not the under- 
taking was conditional on all other efforts failing to finance?—A. Well, Mr. 
Ralston, that is a question, put in that way I cannot answer. We had deter- 
mined, as a matter of fact, at the time that letter was written, that we would 
give the guarantee in question, and it was also understood that the company 
would continue, as it had done in the past, its efforts to market its securities. I 
should not care to put it in the way of being a condition, because the document 
is clear and it is fairly unambiguous in that regard. 

Q. As a matter of fact, was any hope held out that it would be at all 
likely that there would be any success in attempting to dispose of the con- 
solidated debenture stock that summer?—A. Now, as I say to you—I do not 
know what the president of the railroad has said—but my memory is that he 
told me that he had been to New York, that he had discussed the matter there, 
and that in the then chaotic condition of financial matters he did not see any 
likelihood of selling his securities there; and with respect to the English market, 
it was brightening, and it was not unreasonamle to expect there might be oppor- 
tunities to sell there. But the fact is that if the opportunity offered to sell the 
securities to-morrow, my understanding is that the railroad company would 
avail itself of it at once, and thereby discharge its obligation. 

Q. I am talking, Mr. Prime Minister, about this situation: as I under- 
stood it you were holding up the passing of the actual] Order in Council because 
there had been some condition that this guarantee was not to be effective unless 
all efforts had failed, and therefore you were not passing the official order-in- 
council until you ascertained the result of these efforts. I am not talking about 
the possibility of selling the debenture stock after the guarantee was on; that 
of course is always possible?—-A. So far as the order-in-council is concerned, 
my understanding is at least that it became apparent by the middle of July 
that sales could not be effected, and that my colleagues started to draft an 
order-in-council; and as a matter of fact there is on my files a draft of an order- 
in-council which they were preparing; but my memory is that I said on the 
telephone, from London, that the matter could stand, as there was no pressing 
necessity for hurrying it; and I prepared the order-in-council, the original draft 
of which is here. It took a good deal of time and represented, shall I say, a 
considerable amount of effort with the other work which I had to do, and with 
my absence from the city; but I did not look upon it as being of very pressing 
necessity, as long as it was available before the payments had to be met; 
although I think it is fair to say that continuously, after, it became apparent 
that sales could not be made in London, efforts were made to get the order-in- 
council by the banks. 

Q. In connection with the time that the order-in-council was passed, the 
impression, I think, was left on the House that the reason the Order in Council 
was not passed before was that the money was not required?—A. That is so, 
that is my understaniding; yes. 

Q. And now, I want to point out to you—perhaps you did not know—did 
you know when your statement to that effect was made in the House that 
$35,000,000 of that had actually been paid, up to the end of July?—A. Oh yes. 
I am talking about the balance of it, and I have been using the word balance 
in what I have just said to you. I knew that the banks would make advances 
in the early part of June, I think during the first few days of June, to meet 
the obligations that were maturing on that date; but, on the lines that I said, 
there was no necessity for any substantial advances, until later on in the year, 
and the Order in Council was passed before that date arrived. That is al] I was 
endeavouring to say. 

Q. Mr. Prime Minister, I must correct you, because I know you haven’t 
got all the facts?—A. But I did know about the advance of the $35,000,000. 
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Q. But the total amount due in the whole year of 1933 is $33,750,000, 
and $25,975,000 was due and paid before the end of July?—A. Now, just 
wait one moment as to that, Mr. Ralston, because you will find in the corre- 
spondence a letter that I sent to Mr. Dodds before I completed the order-in- 
council asking for assurance that the obligations had been discharged by 
advances from the bank, and that he said he was holding for a certain contingency 
a certain sum of money, and he later advised that that sum of money had been 


-used to meet that liability. (See Appendices “F” and “G”). 


Q. Now, here is a point where I think your memory is failing; do you 
remember that that amount was only $5,000,000?—A. I have it in front of 
me now, $7,500,000 payable on the 22nd June, 1933; $7,000,000 which was due 
in Canada on the 22nd June, 1933; $500,000 due in the United States on the 
5th July, 1933; $10,000,000 due in the United States on the 15th July, 1933; and 
$1,000,000 due in the United States on the 29th August. It will be observed 
that the sum total of the first four items is twenty-five and a half millions 
of dollars. The other items, that is, in addition to these, were for the railway 
company to pay its rolling stock purchase instalments, $975,000 on May 3lst, 
1933; $2,000,000 in the United States on the 30th June, 1933. Then the next 
payment on rolling stock obligations was not until November; so that you 
have $28,475,000, I think, due by the end of July. My understanding was that 
the banks advanced a larger sum as well, before the end of July, and, when 
I spoke in the House, I referred to the balance that was not advanced by the 
banks until later, because the advances were made in two instalments, the first 
instalment I believe being made early in June, and the second instalment, as 
indicated by the list of payments by the banks on the 1st of December, 1933. 

Q. Mr. Prime Minister, what I am referring to is this; that in the House 
you were asked how it happened that it was as late as November 29 before 
the Order in Council was passed. May I stop here to say that the Order in 
Council covers the amount which you have mentioned—and I repeat again—up 
to the end of July. That is, the two amounts you have spoken of, the amount 
of $7,500,000 and the $10,000,000 on July 15th; the total of all these up till 
the end of July amounted to $28,475,000. You were asked in the House, “how 
does it happen that it was as late as November 29th before the Order in Council 
was passed”; and the answer is: “Mr. Bennett: I can easily explain that, 
the obligations maturing on December 1, it did not become necessary to close 
out the transaction until then.” Now, my point there, Mr. Prime Minister, 
is that those obligations were not maturing on December Ist, the $28,475,000, 
they matured before the end of July?—A. Surely, Mr. Ralston, by looking 
at this sheet furnished by the banks, you will observe they advanced $35,000,000 
by the 22nd June, 1933. They did not advance the balance of $25,000,000 
until the 1st day of December, 1933; and inasmuch as the first sums had been 
advanced on the strength of the letter of the 31st of May, 1933, the completion 
of the transaction by the Order in Council, prior to December 1, 1933, when 
the $25,000,000 was payable, was all that was desired. That is what I men- 
tioned; that is what I now say. There was no necessity for hurrying the 
Order in Council prior to the first day of December, 1933. 

Well, Mr. Prime Minister, what did you mean in the House when you 
referred to the obligations maturing December Ist?—A. Just what is said 
here; that is the obligation that the banks had made with the Canadian Pacific 
to give them $25,000,000 more. 

Q. Are you looking at the same sheet as I am, the sheet signed by Mr. 
Lloyd?—A. No, I am looking at the statement made by the banks of pay- 
ments made in discharge of maturing obligations since May 31, 1933. 

Q. I am talking about obligations?—A. I am talking about the obligations 
of the bank to the railway company; you are talking about the obligations of 
the railway company. The obligation of $25,000,000 of the banks to the rail- 
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way company were payable by the several banks by the first day of December, 
and the banks did not complete the transaction until the money was paid. 
I outlined that there were obligations the railway company had to meet; two 
transactions, one of $35,000,000, payable on the 22nd June, and the other of 
$25,000,000, payable on the first day of December; and the result was the 
letter on the 3lst of May with respect to making the advance of $35,000,000, 
as Sir Charles Gordon indicated. The Order in Council was given and the other 
amount, namely the $25,000,000 was advanced the banks indicating that they 
desired the order in council before the closing date, to ensure the payment to 
which I have referred. That is what I had in mind, Mr. Ralston; there is 
nothing to disguise about it. 

Q. I wondered which obligations you had in mind at the time, because 
it does not seem to me the obligations of the banks could be the obligations 
you speak of?—A. No; but, Mr. Ralston, the banks made a contract with the 
Canadian Pacific to lend $60,000,000; $35,000,000 on the 22nd of June, and 
$25,000,000 on the first of December. The banks indicated, before making 
the last payment of $25,000,000, that they desired to have the authority of the 
order in council. 

Q. The time of these obligations maturing, December Ist, refers to the pay- 
ment which was to be made by the bank to cover the obligations which had 
been advanced all the way down from the 31st May to December 1st?—A. 
Undoubtedly the words there used were intended to cover the obligations which 
the railway company had to meet by the first day of December. Without 
having the details, to which you have now directed attention, showing that 
dates—as a matter of fact I observe that the date was the 30th day of 
November on which the $975,000 obligation matured; and I had so treated 
the matter in dealing with it to meet obligations by the first of December. I 
have been looking on this sheet; these obligations did not mature till later. 

Q. All I am pointing out is that the obligations maturing on December 
Ist would seem to refer to the obligations by the railway company to the 
bank?—A. If I might put it to you this way, Mr. Ralston; it referred to the 
transactions as a whole. The banks were to put the company in funds for the 
balance of $60,000,000 on the first of December; my understanding being that 
on the first of December the railway required the money to meet obligations 
maturing on that date. From looking at the sheet signed by Mr. Lloyd, it is 
quite clear that these obligations did not mature until later. That is the point 
te that. 

Q. May I point this out to you; perhaps this will straighten it out in your 
mind; there were, as a matter of fact as I understand it, obligations maturing 
December first, according to the statement furnished by Mr. Lloyd $60,000,000 
which was due December 22, 1933; and it was, as I understood, required on 
December first?—A. You are quire right; but I do not know whether Mr. Dodds 
told you, it was with respect to that that I telephoned him for information as 
to what had happened to the money advanced, for I was desirous of knowing 
that the money advanced by the banks had discharged the obligations that 
had matured; and the bank—I suppose Mr. Dodds told you, if you asked 
him—undertook to send me word that the various obligations had been retired 
as expected. Five million dollars was extended from September to December. 
You say it was $5,000,000; I do not carry the figures in my head. 

Q. I gave from the Bank of Montreal, $5,000,000 through the Bank of 
Montreal, in Canadian funds?—A. I can look it up. 

Q. You will find it in the letter 150-E-1 (See Appendix “G”) in which Mr. 
Dodds informs you that they retired on December first the loan for $5,000,000? 
—A. Yes, and on the 30th that is the day before, one for $975,000. 

Q. Now, I am looking also at that letter of Mr. Dodds’, since we have it 
before us, and there he makes use of the expression of which you make use 
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in the House; namely “ Obligations of the Canadian Pacific Railway Company”; 
and that is what makes it seem to me that the obligations referred to, at the 
top of page 101 of Hansard, were the obligations of the Canadian Pacific 
Railway Company maturing December first—namely $5,000,000?—A. Mr. 
Ralston, I desire to make it perfectly clear to you that I had not the slightest 
doubt in the world that you are correct in that. But when I spoke of obligations 
maturing as of December, I undoubtedly meant the date that the company 
secured the balance of the loan of $25,000,000. As a matter of fact, looking at 
the figures, I see that the loans did not mature on the first day of December. 
Some of them did not mature for several months after, and if I had the papers 
before me and looked that up, I would have been able to give those particulars. 
It is possible that my memory is fallible about matters of this sort. 

Q. Then, I find another passage in Hansard further down. At that time 
it was apparent that the government would guarantee the advances. Of course, 
the letter is dated May 31, but the money was not required until December 1, 
although part of the maturity, I think, had been paid before that date. The 
Order in Council was not passed until November 29, as I had indicated. In 
view of the fact that the maturities had been paid by the banks in their regular 
order, and as I understand $28,475,000 had been paid before the end of July 
and $10,000,000 of that was paid in the United States, may I ask you, Mr. 
Prime Minister, whether or not that is really the reason for the delay in the 
passing of the order in council?—A. Mr. Ralston, I assure you, and if you desire 
to swear me you may, that there is no sinister motive, nor any other cause, 
other than those I have mentioned, behind the delay with respect to the order 
in council. I must assume the responsibility for it, for | was very pushed with 
many things to do after I came back; and I took upon myself the responsi- 
bility of preparing it. I went into a back room, and when I was called 
away to other duties, I abandoned this, and took it up later lesurely until 
it was finished, because I believed, and I merely give you my belief, that if 
it were completed by the first day of December, which was the day in which 
the balance of the $60,000,000 was advanced by the banks, that was all that 
was necessary. é 

Now, there is nothing secret, nothing to hide, everything is open and above- 
board with respect to it. I find by looking at it, that one of my colleagues 
commenced the preparation of the order in council in August. As a matter of 
fact, the 31st day of August a draft had been prepared; it is on a single page, 
a single sheet. 

Q. I was not asking for any sinister motive; I was only asking for the 
reason given in the House, namely, that the obligations were maturing on 
December Ist. These reasons do not seem to be borne out by the facts, as 
we have them presented in the correspondence tabled in the House, and I was 
asking whether there was any other reason why the Order in Council was so long 
delayed. I take it your answer is there was no other reason.—A. No, and 
what is more, Mr. Ralston, when I was speaking in the House, I had not before 
me all the documents and I was relying, to some extent, upon my memory. 
I had recalled that the first day of December was the day on which the balance 
of the $60,000,000 was advanced by the banks, and I assumed, I can see, had 
I looked at the documents I would have seen that the maturities had to be 
met at a later date—that the obligations of the railway had to be met at that 
date, when, as a matter of fact, some did not mature until some time after. 

Q. Some had matured long before?—A. Yes. 

Q. Some had been advanced long before?—A. Yes; they were covered by 
letter of the 31st May. 

Q. I wanted to ask, Mr. Prime Minister, was there any particular reason 
as a matter of policy or practice why your letter of undertaking should not 
be mentioned in the order in council, or in your statement to the House?— 
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A. Well, I will tell you. I believe you are an excellent lawyer. You know 
perfectly well an order in council of that character would not do other than 
recite just what it did. There is no question of concealment. The fact that 
it is there, and the papers were moved for, Mr. Ralston, is in itself proof that 
there is nothing to keep back about that. 

Q. I am not talking about keeping back anything. I was asking why it 
was that the letter was not recited in the Order in Council?—A. I will tell you 
the reason. In my judgment it would be very bad draughtsmanship, and what 
is more, I do not believe that you, acting for a client, would think of putting 
a letter of that kind in an Order in Council. 

Q. I do not think there is any book of precedents on Orders in Council?— 
A. There is not, I have discovered that. 

Q. I think they are like the rules of Chancery, “the length of the Chancel- 
lor’s foot.” There was no reason, I take it, for the fact of the letter to Sir 
Charles of May 31st, not having been mentioned in your statement to the House? 
—A. Mr. Ralston, as a matter of fact, I would regard it as being a very bad 
thing, as a matter of law. It is not draughtsmanship to put a letter in that 
document. The letter was merely a convenience to enable the president of the 
Bank of Montreal, as I pointed out, to carry on his negotiations with the other 
banks, to show he had something that was binding upon the government, and 
not reduced to an Order in Council, because an Order in Council is a formal 
instrument. The letter is an evidence of good faith, and it is not usual, in a 
formal instrument, to recite any evidence of good faith that may have been 
exchanged between the parties prior to the formal instrument being made. 

Q. I will give you two reasons since you have put it to me. One reason 
is that the letter there shows moneys which actually had been advanced of 
over $28,000,000. There was nothing informa] in that. It was a very important 
document to the bankers. And the other is this, if I may suggest it only because 
I happened to occupy a very humble position in the ministry. It seems to me 
it would have been well for the minister, whoever it may have happened to be, 
to have his action ratified by having the letter formally included in the Order 
in Council. These are the two reasons that appeal to me—A. Well— 

Q. Not as a matter of law, but as a matter of policy——A. Well, since you 
put it not as a matter of law, but as a matter of policy, I put it to you this way. 
The bankers were satisfied with the good faith of the ministry, and I think the 
letter said it had been approved by my colleagues: “I have discussed the 
matter with my colleagues and we have decided in the public interest the rail- 
way company should be placed in a position to meet the obligations in ques- 
tion, and the government would therefore guarantee payment of the principal 
and interest of the loan.” If it were a letter given by an individual who 
happened to be Prime Minister, or Minister of Finance, I should say it is 
improbable that it might be accepted, but in this instance it was an agreement— 
a letter, signed by the Prime Minister, with the approval of his colleagues, and 
to recite it in a formal instrument was at variance with any rule I know of, 
because this instrument is a formal Order in Council, and relates the whole trans- 
action from the inception to its finish. In order that the statements of fact 

_might be checked, I sent a draft of the order in council, Mr. Ralston, to Mont- 
real, in order that there might be no doubt as to its accuracy. 

Q. I want to ask just two other questions. I think one has already been 
answered. Do I understand you had no discussion with the banks yourself, 
previous to May 3lst, with regard to this matter?—A. You can say that I 
had nothing whatever to do with any negotiations that took place with respect 
to the chartered banks of Canada making advances to the Canadian Pacific 
Railway Company, but I was informed that the proposals had been agreed 
upon. I did not know, Mr. Ralston, the extent to which each of the banks had 
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undertaken to make advances until long after, except of course, that statement 
that does not apply to the Bank of Montreal, and Sir Charles Gordon did 
speak to me about that, but not as to what the other banks were doing. 

Q. You said you were informed that the other banks were doing something; 
you didn’t know the amount?—A. No. I didn’t know the amount until, as a 
matter of fact, when I was preparing the Order in Council I took steps to verify 
these amounts, because I was not familiar with what was being done. In other 
words there was no privity between the other banks and ourselves, no com- 
munication between the other banks and the government, except that the Bank 
of Montreal did carry on negotiations. 

Q. You were informed by Sir Charles Gordon and Mr. Beatt,?—A. Yes, I 
think Sir Charles Gordon informed me. I cannot recall the details, but my 
recollection is that, before I left for England, Mr. Beatty told me, on the 
telephone, that the other banks had agreed; but whether or not he told me that 
before I left, or told me in London, I am not going to say. At any rate, he did 
tell me that the other banks had agreed. 

Q. May I remind you that I think in the letter of May 31, you indicate that 
Sir Charles had told you that the other banks agreed?—A. Yes. I thought you 
meant subsequent to that letter. 

Q. No, I meant before it?—A. Yes, I know before that he told me that he 
believed the other banks would. 

Q. I thought he said that they had?—A. Well, does it say that? He didn’t 
say they agreed. The letter says: “You have explained to me the proposal 
which I understand has already been discussed with the Canadian banks for 
financing certain capital obligations—” 

Q. The second paragraph, the last three lines?—A. The second paragraph? 
“T appreciate that, owing to disturbed economic conditions, it is impossible to 
obtain the required amount in any of the foreign markets, but understand that 
the banks acting in concert, are prepared to advance the required amount, if 
the government will guarantee payment of the principal and interest.” That 
is what he gave me to understand, but without giving any indication as to what 
sums would be advanced by specific banks, or what banks, in fact, were going 
to be included in the syndicate. 

Q. Was the Order in Council forwarded to the bank for approval?—A. From 
looking at the correspondence I find that the bank apparently started to draft 
an agreement before I came back. Sir George Perley commenced one on August 
31; that is the draft I refer to, but I sent my copy down, my memory is, by the 
porter of the railway company to the president to deliver to the bank, to see 
if all the figures were correct, and it was sent back to me, I think, next day. 

Q. Just going back to the point we raised, and that is this: Was the five 
years first suggested by you or Mr. Beatty?—A. Mr. Ralston, do you expect 
me to remember that? 

Q. Well, I though you would?—A. Well, Mr. Ralston, I am sorry to say 
that I cannot oblige you. I have no recollection as to whether or not I sug- 
gested it; but I would think—and after all, it is only thinking, because I cannot 
do more than that—that it came from Mr. Beatty. 

Q. Was there any discussion at all with regard to future maturities, that is to 
say maturities after 1934, as to how they would be taken care of —A. Well, I made 
inquiries as to the total of the company’s liabilities to the bank. That you will 
see is indicated by the certificate of Mr. Lloyd, as to what the maturities are. 
There were no further debts to the bank, so far as I could learn; and you will 
observe that in the order in council reference is made to capital expenditures. 
That was for the purpose of enabling me to satisfy myself that this money was 
being used for the purposes for which it was, in my judgment, intended. 

Q. I am afraid you do not get me, Mr. Prime Minister. What I was asking 
was whether there was any discussion between you and Mr. Beatty as to 
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maturities, and how they would be taken care of subsequent to the end of 1934? 
—A. Which do you mean, Mr. Ralston? : 

Q. As to financing; the company has got a five-year extension of its 
maturities up to 19384. Suppose a situation arises that maturities in 1935 can- 
not be taken care of. Was there any discussion between you and Mr. Beatty 
at all regarding that?—A. Well, my memory again—and it is hazy, Mr. 
Ralston—is that the opinion was expressed, whether by Mr. Beatty or myself 
or by both, that if at the end of five years the position was not such as would 
enable the company to market its securities or renew obligations, as is usual 
with respect to public utilities, it would not make very much difference to this 
country anyway what happened. 

Q. Now, we are still at cross-purposes. J am not talking about the end of 
five years. I am talking about the end of 1934. That is only two years, less 
than two years. I was talking about maturities. There will be equipment 
trust instalments——A. Are there? 

Q. I don’t know.—A. Well, my memory is that we dealt with these matters 
first of all on the basis of advances from the banks in anticipation of the sale 
of securities; then, secondly, maturities which in the ordinary course are usually 
met by refunding, and we did not enter into any detailed discussion of any 
situation that might arise after this situation had been taken care of, for we 
believed that the taking care of it in this way left the way open for the Cana- 
dian Pacific Railway, that had not recently been paying dividends on its 
common shares and had ceased to pay dividends on its preference shares, to 
deal with the situation. 

Q. Is the answer that you did not discuss with Mr. Beatty, so far as you 
remember, maturities maturing after 1934?—A. Well, my memory is that some 
discussion took place with respect to the general financial situation of the 
company. If I had its annual report before me, I think I could go over the 
items, one by one, because I had occasion to look at it. I cannot tell you now, 
Mr. Ralston, the details of the conversation; but the general situation, finan- 
cially, of the road was discussed with a great deal of particularity during the 
last ten months—twelve months. 

Q. You do not recall any discussion particularly of maturities, is that it? 
I am talking about bonds, equipment trust instalments and capital obligations 
of that kind falling due after 1934?—A. Well, now, speaking from memory— 
and you must remember, Mr. Ralston, that I am trying to give you my recol- 
lection and not make inferences from the facts that I might quote now in the 
light of knowledge—I cannot tell you that there is a single obligation of the 
Canadian Pacific Railway Company of any importance that matures before 
1937. 


By Mr. Hackett: 


Q. Mr. Beatty said that equipment trust instalments were paid out of 
earnings?—A. There are payments on equipment trust. He spoke about matur- 
ity of bonds and debts to the bank. My understanding is this, that the finan- 
cial operation that took place disposed of the entire obligation to the banks and 
substituted for those obligations the new obligation to the banks amounting 
to $60,000,000, secured as I have indicated; and that outside of a trifling matter 
such as equipment trust instalments, there were no obligations that matured 
prior to either the year 1938, or the year before that, that need give any concern, 
because I did go into the financial position of the Canadian Pacific Railway 
during the last twelve months with a good deal of care, 
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By Mr. Ralston: 


Q. Did you ascertain what the debts, which were being handled by this 
loan, represented?—A. Yes; and, Mr. Ralston, I recall very distinctly that, 
when I was drawing the Order in Council, being a little uncertain about one 
point, I telegraphed, or telephoned, down to Montreal for the purpose of satisfy- 
ing myself upon that point. 

Q. No, I was not asking that; I meant the object for which the money 
was spent originally?—A. Oh, no, no. It is sufficient for me to know that there 
were debts that had to be met at the banks. 


The CuHairman: Are there any other questions? 


By Mr, Raymond: 


Q. Do I understand that when Mr. Beatty submitted to you a confidential 
memorandum to which you have already referred, you knew that other banks 
other than the Bank of Montreal would participate in the loan?—A. Sir Charles 
Gordon was here that day, or the day after, Mr. Raymond, and the question of 
the loan did not come up until after that, because he told me of the memoran- 
dum; I recall that very distinctly, and I can recall very definitely the kind of 
paper that it was on; it is just an impression in my memory. I read that to 
my colleagues; it was marked “confidential”, and my recollection—I may be 
wrong as to that—is that I gave it back to Mr. Beatty, because I find no trace 
of it among my papers, and I do not like to have papers marked “confidential” 
on public files. 

Q. Do I understand that you learned that day that other banks, other than 
the Bank of Montreal, were going to participate in the loan?—A. Well, on the 
31st day of May, I certainly did. 

Q. The 30th, the day of the confidential memorandum?—A. Well, that is 
the day, is it, that fixes the date? 

Q. Yes—A. Well, it was the next day I wrote the letter, and during that 
period of time when Mr. Beatty and Sir Charles Gordon were here—whether 
they stayed over night or not, Mr. Raymond, I can’t say—I certainly did learn 
what is indicated in that letter. 

Q. Do you mean in the letter dated May 31st?—A. Yes. 

Q. So when you state in the letter: 


Dear Sir Charles 


You have explained to me the proposal which I understand has 
already been discussed with the Canadian banks— 


I would like to know when such explanation took place?—A. When? 

Q. Yes—A. During the time of his visit here, on that occasion. 

Q. Before the 30th of May?—A. No, no, during his discussion with me. 

_ Q. No, but the discussion took place with Mr. Beatty?—A. Oh, yes, but 
Sir Charles was here with him at that time. That is my understanding, my 
memory at least is that he was here. 

Q. This letter was addressed to Sir Charles Gordon. Was a similar letter 
addressed to the other banks? —A. No. 

Q. How did the other banks know that you were willing to guarantee the 
loan?—A. That was a matter betwen Sir Charles Gordon and them. I had no 
communication with the other banks, Mr. Raymond. So far as I can recall, at 
the moment, I am almost certain that is so. 

Q. Was any other form of guarantee except the Order in Council given to the 
other banks other than the Bank of Montreal?—A. So far as this government 
is concerned, the entire transaction—if you wish to use the word “guarantee”— 
is represented by the letter of the 31st of May and the Order in Council. 
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Q. No other form of guarantee was given to the other banks that partici- 
pated in the loan?—A. Well, they may have been given communications and 
letters from Sir Charles Gordon. 

Q. But nothing from the Prime Minister or the other Ministers of the gov- 
ernment?—A. Do you refer to the agreement signed by the Minister of Finance 
pursuant to the Order in Council? You see, Mr. Raymond, the Order in Council 
provides that the Minister of Finance shall give to each of the participating 
banks an agreement. 

Q. This would have been after the 29th November?—A. Yes. 

Q. No, I am not referring to that?—A. Well, Mr. Raymond, have you 
anything in your mind because I certainly have not the slightest knowledge in 
the world of it. 

Q. The only thing is this, I believe that banks do not make any advances 
unless they have on their file proof that the loan was guaranteed by the goy- 
ernment; that is my belief, I may be wrong?—A. You may or may not be cor- 
rect, Mr. Raymond, but certainly nothing came from this government to the 
other banks. That was a matter between Sir Charles Gordon and the banks. 

Q. Now, in a letter dated the 25th of September, signed by W. A. Bog and 
addressed to the Prime Minister, he refers to a letter of the 22nd September 
emanating from the Prime Minister. I think you must have overlooked the 
production of that letter because I do not find 1t amongst the letters which were 
produced the other day in the House of Commons. 


The CHatrmMANn: What date. 
Mr. Raymonp: 22nd September. 


The Primp Mrnistrer: That is quite understandable in this way: You see 
it is marked “confidential.” My memory is that first of all there was a telephone 
message asking for the particulars of those obligations, and then a short note 
was sent asking for it. I cannot lay my hands on that in my file, but that letter 
came with particulars from Mr. Lloyd. Now, Mr. Raymond it is only fair to 
say I had the statement and verified it. I wanted to be sure that I was abso- 
lutely correct, and that is the reason I asked for that document a second time. 
There is nothing behind that. As a matter of fact, I received from Mr. Curle 
the statement, signed by Mr. Lloyd. 

Q. In the order in council dated 29th November there is inserted an agree- 
ment covering all the terms and conditions of the transaction. Who prepared 
that agreement? Was it prepared by the banks or the government?—A. I have 
given you my understanding of that. The banks had a draft of an agreement 
that they thought would be satisfactory, and as a matter of fact, that draft was 
discarded and I prepared that document as it stands. I prepared that agreement 
which you see at Page 5 of the order in council, and that I regarded as ample 
for anyone’s purpose dealing with the government and, as far as I know, Mr. 
Rhodes as Minister of Finance executed the agreements. 

Q. You mean the one prepared by the bank was discarded?—A. Yes. This 
represents what was prepared by me. I saw the general structure of what the 
banks wanted in their agreement, but I prepared the agreement, as it stands, 
myself. 

The Cuatrman: Are there any other questions gentlemen? If not, the Prime 
Minister will be discharged. He has to go away to-night. 


By Mr. Howard: 

Q. Mr. Prime Minister, may I ask just one question? When the Bank of 
Montreal first loaned the money to the C.P.R. the rate of interest was at 4 per 
cent. When the loan was renewed it was raised to 5 per cent. After the govern- 
ment gave the guarantee the interest rate was still continued at 5 per cent. Does 
the Prime Minister think that is a fair rate considering that we have been trying 
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to get cheaper money and that the savings bank rates have been reduced from 
3 to 24 per cent on the small depositors?—A. I do not know, Mr. Howard, that 
it can be said to arise out of this. The bargain that the Canadian Pacific Rail- 
way had made was the bargain indicated. I have myself intimated that I thought 
the rate was too high, and I have suggested that even yet a lower 1ate should 
be put in force. 

Q. It did not look right to me. The bank had loaned to the Caradian 
Pacific Railway Company on their 4 per cent perpetual debenture stock at 4 
per cent and then they raise the rate to 5 per cent when the government of 
Canada guaranteed the security. 

Mr. Bowman: That is not quite correct. 

The Prime Minister: Mr. Howard, that is hardly a fair way to put it; 
but this is the fact, I have told them that I thought the rate charged was too 
high, but at the time when the matter was under negotiation it was a matter 
between the railway company and the banks and they agreed, by zontract, to 
pay that sum. I have told them, since; I have told the President of the road— 
and I told one of the other banks at least, I am not sure two—that I thought 
they were charging too high a rate. 

The CHarRMAN: Any other questions gentlemen? If not the Prime Min- 
ister is discharged as a witness. 

The Prime Minister: Now, gentlemen, do not be the least hesitant in ask- 
ing me any questions, because I do not want you to go away and say that I 
have endeavoured to escape answering, so don’t be hesitant, please. 

The CHarrMan: If there are no more questions, I suggest we adjourn until 
Thursday morning, at 11 o’clock. 


The committee adjourned at 9.30 P.M. 
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Housp or CoMMONS, 
March 22, 1934. 


The Select Standing Committee on Banking and Commerce met at 4 o'clock, 
Mr, R. B. Hanson in the Chair. 


The Chairman filed a series of certified copies of Orders in Council. 


The Cuatrman: Apropos of the discussion this morning, the Minister of 
Finance has a statement to make. 


Hon. Mr. Ruopes: Mr. Chairman, apropos of the discussion this morning 
as to the method of our procedure, it will be recalled, in connection with the 
motion of Mr. Power, that, on the 13th of March, I made a statement to the 
committee on behalf of the government, which reads as follows:— 


Speaking for the government I wish to say that it is our desire that 
there should be no suggestion of narrowing the inquiry. With respect 
to those topics which are within the purview of governmental activity, 
the government especially welcomes the most thorough investigation. 


May I say that, speaking still on behalf of the government, it has no desire 
to abridge that statement in any manner whatsoever, not to the slightest degree. 
It will be recalled that Mr. Jacobs referred to a circumstance that frequently 
happens in the house when the government, within its right, has made a state- 
ment that a question or some topic was not a matter which should be dealt 
with, or disclosed, having regard to the public interest, and rather intimated 
that similar action might be taken by the government. In this connection, 
may I say to Mr. Jacobs, and to the committee, that the government proposes 
to take no such stand. The committee itself must be the arbiter as to how 
far it cares to proceed, and as to the effect, if any, upon the public, as to any 
answers which may be given to questions that are submitted. The committee 
itself must assume the entire responsibility. 


The CuatrMan: Gentlemen, in view of the statement of the minister, what 
is your pleasure? 


Mr. Power: There is nothing before the committee? 


The CHairMAN: Yes, there is your- submission, of March 6, paragraph 
No. 4, re relation of banks to wheat pools, etc., and a motion of Mr. Bowman’s. 


Mr. Bowman: I did not make any motion this morning; I did not submit 
one. May I again make my position quite clear in connection with this matter? 
Realizing what the Minister of Finance has just said, it is still my own personal 
opinion that it is not in the interests of the wheat producers of Canada, nor 
in the interests of Canada itself, that the details of wheat held by the govern- 
ment representative, or the pools, under the arrangements, which are mentioned 
in paragraph 4, and which is coming up for discussion this afternoon, should 
be made public. May I remind the committee that in the United States, where 
for a number of years they had a marketing board, which bought and sold 
hundreds of millions of bushels of wheat, the amount of wheat from time to 
time held by that board was kept strictly secret, and was not divulged to the 
public until the board was wound up. I am still of the same opinion as I 
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expressed this morning, I do not think it is in the interest of the public that 
this information be sent broadcast throughout the world. So far as Mr. 
McFarland’s examination is concerned, I am not going to put any definite 
resolution before the committee, but as his examination proceeds, if a question 
arises, or he is asked to state the present or any holdings of the agency which 
he represents, I am going to lodge a formal objection to the question being 
answered. 

The CuairmMan: What is the pleasure of the committee; shall we proceed 
with the examination of Mr. McFarland? 


Hon. Mr. Macxenzim (Vancouver Centre): I think it would be more 
advisable to have Mr. McFarland make a statement to the committee, and it 
would be then in the discretion of the committee what questions would be 
answered. 


The CHatrman: Is that the wish of the committee? 


Mr. Mercier: Let us proceed the same way as we proceeded with Mr. 
Beatty. 


Joun I. McFaruanp called. 


Mr. Chairman, and hon. members, before making the statement which I 
have here in my hand, I am going to ask you to go back to when IJ started into 
this position, in 1930, and the circumstances leading up to my assuming the 
position. I landed in Montreal from the Imperial Conference shortly after the 
middle of November, 1980. I was met at the railway station by Mr. A. J. 
McPhail, president of the Canadian Co-Operative Wheat Producers’ Association, 
in the morning. He told me he wanted to get me at once, because they had been 
awaiting for my arrival in order to discuss with me the taking over of the 
position of general manager of that agency. I might go back a little way, to 
the journey across the Atlantic. That was the time when the bottom fell out 
of wheat. We were about half way over when wheat went down to 50 cents 
per bushel. Those were the circumstances under which I arrived in Montreal 
—an unheard of price—and my first reaction to it was, no, I did not want to 
undertake such a responsibility. However, I went down to see some of the 
bankers. The bankers said someone must take it. Mine was the only name 
mentioned, and all the interested parties were agreed that I should act. I put 
it off for a few days and, finally, made a proposition that, under certain con- 
ditions, I would assume the position for a year. I laid down the conditions, 
and Mr. McPhail went back to Winnipeg, had a meeting of the directors, wired 
me on the train, that day, accepting these conditions. The conditions imposed 
by me were as follows:— 


(1) That we would close all foreign offices of the pool, 


(2) The next condition of any importance was that I would accept no 
salary for the work which I was undertaking. They agreed to that and I was 
launched, much against my will and better judgment, into the wheat problem. 


Now, that is the position leading up to it. The Canadian Co-Operative 
Wheat Producers engaged me. I have reported to them at each meeting that 
they have had ever since. I have attended the meeting and reported to them. 
It is under that condition that I conducted the business which I have been 
administering. I will now read you my reply to the notice of the proceedings 
of this committee. 


I notice that the proceedings of this committee, before which I have 
been asked to appear, refer to speculation in Winnipeg and Chicago 
wheat. I wish to state most emphatically that we have not speculated 
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in a single bushel of wheat in the operations which I have directed for 
the Canadian Co-operative Wheat Producers Limited since November, 
1930. Moreover, we have neither bought nor sold a single bushel of 
wheat or any other grain in Chicago. All our dealings have been in 
Winnipeg only. “Speculation” as I understand it, means buying and 
selling stocks or goods in the hope of profiting by changes in the market 
value. Our operations were governed by no such considerations. Our 
only object since undertaking the operations which I have directed 
has been to assist the farmer in marketing his wheat, that is, transferring 
it from his farm to the ultimate consumer. Under normal economic 
conditions, when there was a fair equilibrium between supply and 
demand, the operations of the market so adjusted themselves that there 
had never been any difficulty in maintaining a reasonable price to the 
farmer in the transfer of his product to the consumer. Conditions in the 
past few years in the Canadian market have been such that the normal 
play of forces has disappeared, and some machinery had to be provided 
to. take their place unless the wheat was to remain on the farms of the 
country. A wheat board was the usual suggested alternative. The 
method that has been pursued since November, 1930, has been an appli- 
cation of the principle of a wheat board although Canada has not been 
directly interested in the transactions which have been made through 
the Canadian Co-operative Wheat Producers Limited, of which I was 
appointed by the directors, the manager, and which position I still retain. 
By the adoption of the method which we have followed, it was hoped 
to prevent the dislocation of the machinery of distribution built up over 
the last forty years. 


I think I might summarize the situation as follows: 


1. Practically all the farmers’ wheat is sold by the producers to 
the elevator companies. 


2. The elevator companies pay cash for the wheat so sold and 
hypothecated to the banks, but inasmuch as the banks’ advances in many 
instances amount to 80 per cent and more of the purchase price of the 
wheat, the banks, to protect their loans, insist upon the elevator com- 
panies selling from day to day the wheat they purchase in order that the 
possible risk to the banks may be reduced to a minimum. This is called 
“hedging.” Prior to 1930 the purchase of these hedges was made by 
the speculative public. After 1929 this element largely disappeared and 
there were few purchasers for these hedges except the Canadian Co-oper- 
ative Wheat Producers Limited, which has been acting as the buffer 
between the consumer and the farmer to enable the latter to continue 
to sell his wheat and receive the proceeds therefor, which otherwise 
would have been backed up upon his farm and remained there until 
such time as the demand made it possible to sell it; and with the 
surplus carryovers in the world it is impossible to say what the result 
would have been. 


3. The use of the word “ options ’’ has caused much misunderstand- 
ing. Cash wheat purchased by elevator companies is, of necessity, sold for 
future delivery because it cannot be delivered until it has been trans- 
ferred to the place where delivery of it can be made to the purchaser. 
The result is that forward sales, which are called “ options ” or “ futures ” 
are constantly made. Every bushel of wheat that has been purchased 
by the Canadian Co-operative Wheat Producers Limited can be taken 
delivery of at the dates fixed for delivery, upon payment of the purchase 
price. 
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The CHarrman: You have not alluded, either directly or indirectly, to 
the relations of the chartered banks to the wheat pool. Can you give us a brief 
statement on that one particular point? 

The Wirness: The chartered banks have supplied the credits on govern- 
ment guarantees passed by Orders in Council. I have not got the numbers of 
the Orders in Council; all I was interested in knowing from time to time was 
that the banks had those guarantees. I may say here, however, some members 
may not understand exactly about all those guarantees. They were different 
guarantees. In the opening season of 1931, the three provincial lines of pool 
elevators, decided to operate independently and run their own business, buying 
and selling just like any other elevator company. They abandoned the pooling 
system, except in a small way, on a 35 cent per bushel advance delivered at 
Fort William for No. 1 northern, and you can imagine very little was delivered 
for the voluntary pool. So that they undertook to do their own buying and 
selling the same as any other line company. ‘The banks were not satisfied 
that those three provincia! pool elevator lines had the liquid assets to warrant 
their credit. Now, the Dominion government guaranteed their accounts to 
the banks for any loss that might arise in excess of 15 per cent margins which 
the pool provincial elevator lines furnished on the business. That continued 
for two years, until last August, when the guarantee expired, and the three 
provincial line pool elevators have, since then, been carrying on under their 
own financial arrangements with the banks, without any assistance whatsoever 
from the government. 


The other guarantees were to the Canadian Co-operative Wheat Producers 


. Limited. I have not got the numbers of the Orders in Council, but these are the 


guarantees which are still in existence. 


The CHairMAN: Gentleman, yesterday I caused to be mimeographed and 
circulated among the members of the committee all the Orders in Council which 
have been passed—I think there are nine—and every member of the committee 
has received them. At the same time Mr. Roberts of the Guarantee Branch of 
the Department of Finance prepared a memorandum which he delivered to me, 
and which I have before me. I think this memorandum might be illuminating 
to the members of the committee, if it were read into the record. If Mr. Roberts 
is here I shall ask him to read this statement, with particular reference to the 
numbers of the Orders in Council. 

Mr. Boruweui: Might it not be advisable to get something of the back- 
ground of the wheat situation in the west prior to the time Mr. McFarland 
took charge, and the circumstunces that led to the necessity of somebody 
being appointed as general manager. 


The CHairMAN: That may be. 


Mr. BorHwest: It is all a matter of record, in any event, but most of the 
members of this committee will not have access to that record and will not 
have acquainted themselves with it. I think Mr. McFarland has been interested 
in the grain trade sufficiently long to give us that background. 


The Cuairman: I understand that one of the general managers of the 
Bank of Commerce, I think it is Mr. Logan, has a statement of the background. 
Is that correct, Mr. Logan? 


Mr. Locan: Yes. 


The Cuairman: It was prepared for one of the banks connected with this 
matter, and I think it might go in. 


Mr. Mackenzie: I quite appreciate the usefulness of those records, but 
that does not deprive any member of the committee from asking questions, in 
regard to the effect on any other situation. 
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The CuairmMan: No, all rights are reserved. 


Mr. Boruwetu: I have a few questions to ask Mr. McFarland, in order 
to set up a background to see what the position was. Mr. McFarland did not 
come into the picture until, as he told us, November, 1930, whereas the situation 
with respect to the wheat pool and the wheat marketing situation, had become 
rather crucial, early in 1930. Is not that a fact, Mr. McFarland? 


The Wirness: That happened in the spring of 19380. 


By Mr. Bothwell: 


Q. As a matter of fact, you well know, Mr. McFarland, that in February, 
1930, the three western legislatures passed acts guaranteeing the banks for the 
advances to the wheat pool, to the Canadian Co-operative Wheat Producers 
Limited?—A. I know that, as information at the time, yes. 

Q. Following that, I think I can put the matter pretty clearly before the 
committee by reading what the provincial treasurer, in the province of Saskatche- 
wan, said in his budget address, in 1931, in explaining the necessity for the 
government’s standing back of the banks, or guaranteeing the pool accounts to 
the banks. 


The CuairMAN: The provincial governments? 


Mr. BorHwe.tu: Yes. I am reading from the Journals and Sessional Papers, 
1931, of the province of Saskatchewan, at page 253. I should like Mr. 
McFarland to interject, or contradict this, if there is anything wrong with the 
statement. 

The members of this Assembly will recall at the last session of the 
legislature an act was passed approving of an agreement between the 
government and the Saskatchewan Co-operative Wheat Producers 
Limited, whereby the government guaranteed the Saskatchewan Wheat 
Pool’s share of any loss which might accrue to the seven lending banks 
financing the operation of the Pool’s Selling Agency, as a result of 
advances made by these banks against the 1929 crop and also the unsold 
balance of the 1928 crop. 


Now, my first question, in connection with that, is this: When you became 
manager of the wheat pool, or the central selling agency, I may call it, did you 
take into your hands any of the 1928 crop, or had that been disposed of? 


The Wrirness: My recollection is that the 1928 had been disposed of, but 
there was a balance of 1929. 


Mr. Botuweuu: He goes on to say: 

Provision was made that, in consideration of the government giving 
this guarantee, the pool would repay to the government any monies which 
it might be called upon to pay to the lending banks under the guarantee. 
In the event of its being unable to reimburse the government immediately, 
the pool agreed to give to the government security on its real and 
personal property. 

The above agreement was made on March 14, 1930, was ratified by 
this legislature and assented to on April 10, 1930. Bills of a similar 
nature were introduced in the legislatures of Manitoba and Alberta and 
became law in those provinces. 

At the time this agreement was executed, no overpayment by the 
pool had developed. Beginning about June last year, a steady decline 
in prices commenced, which decline continued until the end of last year, 
the lowest point being reached on December 26th last, when the cash 
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closing price reached the new level of 503 cents per bushel basis No. 1 
northern, Fort William. This is the lowest price ever recorded for Cana- 
dian wheat. 


That is, up to that time. 


This drastic decline not only wiped out the 15 per cent margin of 
safety required by the banks, but it showed that a substantial over- 
payment had been made to the growers delivering grain to the pool. That 
is to say, a Selling agency was— 


which is the Canadian Co-operative Wheat Producers Limited— 


able to secure for this wheat, less money than already had been paid to 
the growers of such grain. 


In that same year, 1931, it is a correct statement of the fact, Mr. McFarland. 


The Witness: So far as I know, that is a correct statement of the fact. I 
was not connected with it at that time; you understand that. 


By Mr. Bothwell: 


Q. Well then, in November, 1930, I find there was a letter written by the 
Premiers of the three prairie provinces, “EE. E. Henderson, Chairman, Lending 
Banks, The Canadian Bank of Commerce, Winnipeg, Manitoba.” It is dated 
Winnipeg, 15th November, 1930. Will you tell me now just when you did take 
charge, when you were appointed?—-A. November 30. 

Q. This letter is dated 15th November and I think will explain to all the 
members of the committee just what the situation was that brought about this 
payment. “As a result of the discussions we have had with our committee 
to-day, we as representatives of the respective provinces of Saskatchewan, 
Manitoba and Alberta, are prepared to agree to the following proposals which 
have already been approved by officials of the Canadian Co-Operative Wheat 
Producers Limited. 


(1) The Canadian Co-operative Wheat Producers Limited will install as 
soon as possible a general manager acceptable to the banks to act at least until 


such time as the balance of the 1929 and the present 1930 crops have been dis- 
posed of. 


(2) That all sales of cash grain made from this date until the expiration 
of one month shall be allocated to the 1930 crop in so far as possible except as 
provided in clause 3. 


(3) That advances of $211,000 made on 14th November and $350,000 made 
on 15th November, or additional amounts which may be required by the clearing 
house to protect the margins on the long position acquired in the course of 
disposing of the 1929 crop estimated at approximately 7,000,000 bushels, shall 
be properly chargeable against the 1929 crop and shall be repaid as soon as 
possible from sales of 1929 crop; it being understood that you will agree to 
sufficient sales being credited to the 1929 crop to meet this condition. Apparently 
at that time the Central Selling Agency was long some seven million bushels, 
or they had wheat on option to the extent of seven million bushels. Did you 
ae that situation when you took charge?—A. Just what is that question again, 
please. 

Q. I say apparently at the time this letter was written, on the 15th Novem- 
ber, 1930, by the three western Premiers, the Central Selling Agency of the 
pool was long some seven million bushels of wheat, that is, they had purchased 
on margin, or had purchased in some way, some seven million bushels of 
what, is that correct—A. I recollect hearing about that at the time, but I 
think at the time I took charge that had been wiped out. 

Q. You think it had—aA. Yes, that is my recollection. 
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Q. Then the next clause, it does not concern us very much but possibly I 
had better read it all: 


Inasmuch as it is represented in a letter dated 14th November from 
Price Waterhouse & Company as auditors that certain moneys have been 
credited to the 1929 crop which should properly be credited to the 1930 
crop, we agree to such adjustments being made forthwith as will rectify 
any errors in allocation. 

It is our intention to cable the Right Hon. R. B. Bennett urging his 
government to take action with respect to the present crop and it is 
agreed that the Lending Banks will take care of the situation until the 
morning of the 17th instant. 


That is the 17th November. Now, the position was this: the various western 
provinces had given guarantees to the seven lending banks, prior to the 15th 
November, 1930, that is correct. On the 15th November, 1930, the western 
Premiers agreed to cable to Mr. Bennett, and they outlined in this letter to the 
banks what they were prepared to see done by the pool, and as a result of that 
letter, and the subsequent negotiations, I presume that is what led to your 
appointment.—A., I did not know about that. 

Q. You did not know about that—A. No. 

Q. Well then, I just have another question. [ find that an arrangement 
was made then whereby when you took over the management of the Central 
Selling Agency you were to sell 50 per cent of the 1929 crop and 50 per cent of 
the 1930 crop.—A. The sales were to be divided between the two crops. I forget 
the percentage on each, so that they would each be reduced at the same time in 
a gradual way. 

Q. I will just read you one paragraph, so that it will clear that up. This 
is an agreement, dated 26th August, 1980, and I presume continued down until 
possibly you took charge: 


(1) That commencing forthwith all sales of wheat made by the 
company will be apportioned equally as to value between the old crop 
and the new crop, that is, as sales are made from time to time an equal 
quantity in value of each crop shall be sold in so far as is practicable. 


That was the first arrangement; that was later changed to 75 per cent of the 
new crop and 25 per cent of the old crop. Now, Mr. McFarland, the question 
I want to ask in that connection is this: When you took over the management 
of the Central Selling Agency had you any instructions as to how you were to 
sell the 1929-30 crop.—A. Yes, the sales were to be divided—I forget whether it 
was 50/50 or 75/25—between the 1929 wheat and the 1930 wheat. The banks 
were interested in the amount they had loaned and the three Provincial govern- 
ments were intereseted in the amount that they had guaranteed, in 1929, and 
they agreed to carry this on that division. 

Q. First of all, all the 1929 wheat had been disposed of —A. Oh yes, long 
ago. 
2 Q. And has all of the 1930 wheat been disposed of —A. No, 

Q. How much is still held? 


The Cuatrman: I do not think you had better ask that, Mr. Bothwell. 


By Mr. Bothwell: 


Q. Well, I want to read a recital from an Act passed in Saskatchewan, in 
1932. That is, you mean the 1930 wheat was not disposed of, that is, the 1930- 
31 wheat was not disposed of —A. That is right. 

Q. But the 1929-30 crop had been disposed of —A. Yes, that is all disposed 


of. 
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Q. Well then, when the 1929-30 crop was disposed of that would allow the 
various western provinces to find out exactly what their loss was.—A. Exactly; 
that was all adjusted. 


© that was all’adjusted—A. “Yes. 


Q. And it was adjusted in connection with all the wheat that was grown 
in the crop years up to and including 1929-30.—A. That is correct. 


Q. Well then, the first Order in Council that we have here, Mr. McFarland, 
is one dated the 12th September, 1931, and just reading shortly from that— 


The CHarrMAN: Could you identify it by number, Mr. Bothwell. 
Mr. Botuwe it: P.C. 2238. 


The CuHatrMAN: There are two of that date; they run consecutively in 
number. 


By Mr. Bothwell: 


Q. I just want to read one or two of the operative clauses in that. Up to 
that time, or from the 30th November, 1930, Mr. McFarland, you were acting 
solely for the Central Selling Agency of the Pool—A. Correct. 

Q. In order that the committee may understand we had better get those 
terms defined. The Central Selling Agency of the Pool was the Canadian 
Cooperative Wheat Producers Limited—A. Yes. 

Q. And The Canadian Co-operative Wheat Producers Limited was made 
up of Manitoba Wheat Pool and the Manitoba Elevator Company; the Saskat- 
chewan Wheat Pool and the Saskatchewan Elevator Company; the Alberta 
Wheat Pool and the Alberta Elevator Company.—A. It was an organization 
created to take over from the three provincial Pools the wheat delivered to 
each Pool by the farmers, and it was their business to dispose of the wheat 
and report the proceeds back to each province. 

Q. And each of these six organizations that I mentioned have representa- 
tives on the Central Selling Agency, or on the Canadian Co-operative Wheat 
Producers Limited—A. Each of the three have; I don’t know about each of 
the six. 


Q. I see. There are three Pools and three Elevator Companies, subsidiaries 
of the Pools—A. I think it is just the Pools who have representatives on the 
Central Selling Agency. I would not be sure about that though. 

Q. You were operating then solely on your appointment by that Central 
Selling Agency—A. Exactly. 

Q. That is, throughout the year 1931—-A. From November 30th, 1930. 

Q. Under this Order in Council, P.C. 2238, the Governor in Council guaran- 
tees the repayment to the chartered banks, seven of them, of the amount of 
money advanced by them to the Canadian Co-operative Wheat Producers 
Limited, and interest thereon until repayment, in connection with the marketing 
of wheat and other grain grown in the Provinces of Manitoba, Saskatchewan 
and Alberta in the year 1930, and including advances for purchases of wheat 
or other grains deemed necessary by Wheat Producers to secure the advan- 
tageous sale of such grains already delivered to or to be delivered to Wheat 
Producers. I presume you have read these Orders in Council, Mr. McFarland— 
A. Just this minute. 

Q. Never saw them before—A. No. 


Q@. There are three Orders in Council there that I would like to draw 
attention to. There is P.C. 2238; P.C. 1576, that is of July 11th, 1932; and 
on April 12th, 1933, P.C. 685. Mr. Chairman, the reason I make reference to 
those, apparently those are the only three Orders in Council that deal with the 
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Central Selling Agency and the banks, that is specifically. They are just 

continuing the guarantee by the government. Now, one question on this first 

one I have referred to, P.C. 2238; continued in the others we have the words: 

and ineluding advances for purchase of wheat or other grains deemed 

necessary by Wheat Producers to secure the advantageous sale of such 
grains already delivered to or to be delivered to Wheat Producers. 


Did you take that as authority, Mr. McFarland, to allow you to purchase 
grain on the exchange other than grain that was being delivered by the pro- 
ducers to the various wheat Pools—A. The Wheat Pools after July 31st, 1931, 
did not any longer deliver Pool wheat to the Central Selling Agency; they 
sold their own wheat, got it from the country and sold it the same as any other 
elevator company in the West. They did not handle pool wheat at all through 
us after July 31st, 1931. 

Q. What I am trying to get at, Mr. McFarland, is what is the meaning of 
that particular clause in there. 

Mr. Ernst: Why ask the witness about a clause which he did not draft. 

The CuairMan: The committee will have to consider the clause. 


Mr. Ernst: Certainly, not the witness. 
The CHaArrMAN: That is ultimately I would say. 


By Mr. Bothwell: 

Q. In any event, Mr. McFarland, after July 31st, 1931, there was no pool 
wheat being delivered to the Central Selling Agency or to you as manager.— 
A. No physical wheat. 

Q. Physical wheat.—A. No. 

Q. You had, however, the crop of 1930-31 still to dispose of —A. The crop 
grown in 19380, the balance of it still undisposed. 

Q. And there is still a part of that undisposed—A. Yes. 

Q. Is there any objection to the amount of that being given. 

Mr. Bowman: I do not think it should be given, Mr. Chairman. 

Mr. Boruwe tu: I will not press it, if there is any objection. 

The Cuamrman: Do you think yourself it is wise, Mr. Bothwell? I put it 
up to you. 

Mr. Boruwetu: I really do not see, from the standpoint of the carry-over 
from that 1930 crop, that that can be at all dangerous. However, I will not press 
it at the moment. 

Mr. Irvine: Does Mr. McFarland have any reason to think it would not be 
wise to give it, Mr. Chairman. 

The Wrrness: Personally, I don’t mind giving you everything—to the 
minutest detail. I have nothing to hold back whatsoever. It is simply a 
matter as to whether it is the best thing, for the country as a whole, or not. 
But that balance that was carried over, and has not been sold since 1930, has 
acted as a supporting influence up until now. 


By Mr. Bothwell: 


Q. Well then, I think this is my last question: So that, so far as you were 
concerned, or are concerned, the only actual wheat that you now have in your 
possession, or in the possession of whomever you represent—in your possession 
as manager—is the balance of the crop srown in the year 1930, whatever that 
may be—A. Oh, no, we have more than that. 

Q. Where did that come from, the additional wheat? It is the actual 
physical wheat I am talking about—A. Oh, physical wheat. No, we have not 
got any actual physical wheat. We are carrying the hedges in the option market. 
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Q. I am not concerned with that for the moment. My question was, that 
the only actual physical wheat that you have, as manager of this Central Selling 
Agency, or for whomever you represent, is the balance of that crop grown in 
the year 1930.—A. No, we are not carrying the actual wheat; we are carrying 
some futures. If you carried the actual wheat, the expense of carrying it would 
be far far heavier than to carry it in the form of futures, or options. Take a 
twelve month term, in carrying actual physical wheat it would cost you around 
15, or 16 cents a bushel. By the method which we have adopted in carrying it, 
it has cost around about 10 cents per bushel, but remember we can always get 
delivery in that way, whenever we want it. 

Q. I had better put the question in another way: You still have a balance of 
that crop grown in 1930 held by the Central Selling Agency in some form.— 
A. Exactly. 

Q. That is all just now. I am not going to ask the amount of that, until I 
have considered that further. I just want to get the picture of the situation in 
the past. The indebtedness of all the provinces, all the western provinces, has 
been adjusted.—A. Yes, on the 1928-29 crop. 

Q. And the 1929-30 crop—A. Well, the crop grown in 1929— 


The CuarMan: Gentlemen, at this stage would it not be wise to have a 
statement from Mr. Roberts, of the Finance Department. He has had a 
memorandum prepared as to the effect, in a concrete way, of the Orders in 
Council that are relevant. Some of them have been washed out and he has pre- 
pared a statement which I think will be very helpful at this stage. 


Mr. Power: I only want to point out this to the Chairman that, as I under- 
stand, Mr. McFarland is only at our disposal for to-day; he must leave to-night, 
or to-morrow morning— 


The CuHairMAN: This will not take long. 


Mr. Power: And I think perhaps we will have a number of questions to 
ask Mr. McFarland. 


The CHAIRMAN: Do as you like, gentlemen, but I thought it might be in 
the interests of clarity if this statement were read. 


Mi Be J. Roserrs:; 1930 Crop. The first Order in Council P.C. 2238 of 
September 12, 1931, implemented the undertaking of the government made prior 
to the 1931 session, that the government would guarantee advances, and interest 
thereon, made by the several chartered banks to the Canadian Co-operative Wheat 
Producers Limited in connection with and incidental to the marketing of wheat 
and other grains grown in the provinces of Manitoba, Saskatchewan and Alberta 
in the year 1930. This order was passed under the Unemployment and Farm 
Relief Act, 1931]. 

Order in Council P.C. 1576 of July 11, 1932, passed under the Relief Act, 
1932, having regard to the fact that a portion of the wheat and other grains in 
the possession or control of the Canadian Co-operative Wheat Producers Limited 
had not, at the date of the expiry of the 1931 Act, being sold or realized upon, 
guaranteed, in addition to advances made, such further advances as might be 
obtained from the banks to protect purchases of wheat already made or to be 
made. 

Order in Council P.C. 685 of April 12, 1933, passed under the Relief Act, 
1933, further extended the original guarantee given in respect of the operations 
of the Canadian Co-operative Wheat Producers Limited, by guaranteeing further 
advances after the 31st day of March, 1933 (when the Relief Act, 1932, expired) 
in respect of contracts already acquired or in respect of contracts in substitution 
for or in addition to existing contracts for delivery of wheat and other grains, in 
order to secure the advantageous sale or disposal of such grains and contract. 
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This is the Order in Council under which advances for current stabilizing 
operations are guaranteed. 

1951 Crop— 

Orders in Council P.C. 2239 of September 12, 1931, P.C. 2403 of September 
28, 1931, and P.C. 2977 of November 30, 1931, passed under the Unemployment 
and Farm Relief Act, 1931, relate to the guarantee given to enable the provincial 
wheat pools to obtain advances required in connection with the marketing of 
1931 crop. The first order in council established certain conditions relative to 
the maximum amount of the advances. The proposed basis was later found to 
be unsatisfactory and a subsequent order P.C. 2403 amended the basis on which 
the maximum amount of advances would be determined, and in this connection 
a certificate of auditors, Messrs. Price Waterhouse and Company, was to deter- 
mine the maximum amounts of advances that could be made. P.C. 2977 affirmed 
the maximum amounts to be so advanced, as follows:— 


Manitoba. 1.020 6 ee eee ple IU) 
Saskatchewan... 2.0.0 Gg eee DORON 
Alberta? 0%. P08 a ee POU OOO) 


The Minister of Finance was advised and so reported in the budget speech 
of 1933 that in connection with the marketing of the 1931 crop, the advances 
made by the banks and guaranteed by the government were repaid with the 
exception of small balances transferred to the 1932 crop year, and no liability 
accrued against the government under these orders in council. 


1932 Crop— 
Order in Council P.C. 2077 of September 20, 1932, passed under the Relief 
Act, 1932, authorized similar arrangements for the marketing of the 1932 crop 


as were in effect for 1931, and established a maximum amount of advances to 
each of the pools, as follows:— 


Manitoba... .0 26 6 ee eo ONO 
Saskatchewan) .[ foc ia ae oe ee On a OUOC00 
Alberta... .. 20... RE pe Gig ede 2 ee OONOOND 


P.C. 508 of March 20, 1933, guaranteed such further advances as might 
be required in connection with an additional payment of 5 cents a bushel in 
respect of wheat delivered on the pool plan, in connection with the marketing 
of the 1932 crop. The basis of advances originally authorized was 35 cents per 
bushel No. 1 Northern, Fort William, and the additional 5 cents was authorized 
in order to assist the farmers at seeding time. 

P.C. 746 of April 20th, 1933, passed under the Relief Act, 1933, having regard 
to the fact that a substantial portion of the 1932 crop had not been marketed 
and was still in the possession of the farmers, and as the 1932 Relief Act expired 
March 31st, 1933, guaranteed such further advances as might be required in 
connection with the marketing of the 1932 crop. 

As in the case of 1931, the 1932 pool operations resulted in no loss. 

In 1933 the Provincial Elevator Pools were able to finance their operations 
without government guarantee. 


By Mr. Duff: 

Q. I would like to ask Mr. McFarland a few questions. Do I understand, 
Mr. McFarland, that you represent the Canadian Co-operative Wheat Producers? 
== )\ WES, Sir 

Q. Do I also understand that you represent the Dominion Government in 
stabilization operations on the Winnipeg Grain Exchange?—A. No. I represent 
the Canadian Co-operative Wheat Producers. 

[Mr. B. J. Roberts] 
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Q. Well, is there not some connection between you and the Dominion Gov- 
ernment with.regard to the stabilization of wheat?—A. Only in so far as the 
government guarantees the banks. 

(G). That | is in regard to the stabilization of the wheat market in the Win- 
nipeg Grain Exchange?—A. Stabilization is a misnomer; it is really not stabil- 
ization; it is really a supporting operation in that period of the year when the 
farmers are delivering wheat. 

Q. Well, that helps to hold up or set the price, does it not?—A. Yes, that 
helps to maintain the market. 

Q. You really, then, occupy two positions in this wheat business?—A. No, 
I never understood it that way. 

Q. What year did you assume responsibility for any position you do hold? 
—A. November 30th, 1930. 

Q. I think you told us that on your return from the Old Country, when you 
got to Montreal, you were asked to take charge of the situation?—A. Yes. 

Q. Will you be good enough to tell the committee who asked you to take 
charge?—A. Mr. McPhail, the ‘President of the Canadian Co-operative Wheat 
Producers Limited; he has since died, but he is the gentleman. He met me at 
the train. 

Q. Anybody else?—A. Their whole Board— 

Q. Well, was there anybody, in connection with the Dominion government, 
who asked you to take any responsibility with regard to the situation?—A. 
Nobody. 

Q. This was in November, 1930, that you took charge?—A. Yes. 

Q. Will you be good enough to tell the committee what the position of those 
pools was, or this so called Canadian Co-operative Wheat Producers Association, 
on the day you became manager; what I mean by that is this, how much money 
did they stand to lose on their entire holdings, and did you assume responsible 
management?—A. I do not know; I cannot tell you that; I could not answer 
that question because I don’t remember. 

Q. Well, I would take it, Mr. McFarland that you would hardly take 
charge of this vast enterprise without knowing the exact financial condition of 
the business?—A. Under the circumstances, yes. 

Q. Well, how did you start, if you did not know the financial position of 
the situation? —A. Just went in and took charge of making whatever sales could 
be made. 

Q. Yes, but you had to make a start in some way with your finances and 
any sales that you made?—A. The banks were looking after their finances. 

Q. Did they look to you to see that the sales were made and to account for 
the moneys received and the moneys paid out?—-A. They looked to me to see 
that all the sales that could be made would be made. 

Q. And there was no balances, either a profit balance or a debit balance, 
when you took charge; you did not. inquire mbOnthaue——A. No, I told you that. 
It was in a very precarious position, that is all I remember. 

Q. Perhaps your memory is not good, and perhaps you have not got data 
before you, but surely you do not mean to tell the committee that you did not 
know what the exact financial position was when you took charge—aA. No, I 
cannot tell you that. 

Q. Perhaps you do not get my question. I can understand that you cannot 
tell from memory, but what I am trying to find out is, if, when you did take 
charge, you looked into the financial situation, the exact position of the holdings 
of wheat anid the financial condition? When you took charge you knew exactly 
what that position was.—A. I did not have to look into that; the banks had 
looked into it. There was no time. The banks were agreeable that I should go 
in and look after it. 
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Q. Can you tell me whether the banks informed you that they had full 
cognizance of the financial condition when you took charge. Someone must have 
known the exact position—A. The banks, of course, were very much exorcised 
about. it. 

Q. You mean to say they came to you and asked you to take charge without 
telling you the exact financial position at the time you took charge. 
—A,. Certainly. 

Q. They did—A. Yes. I got no statement of exactly how they stood finan- 
cially. 

Q. Therefore, you cannot tell us how much money this organization stood 
to lose at the end of the first crop year after you were manager.—A. You mean 
the end of 1931. 

Q. No, no, July 31st, which, I think, is the end of the crop year, not the 
end of the calendar year. July 31st is the end of the crop year, is it not.— 
A. Yes, that is the end of the crop year. 

Q. Well, can you tell us how much money the organization stood to lose, 
at the end of that crop year—A. No, but if I had known what questions were 
going to be asked, I could have brought that with me. 

. It would be impossible for you to know what questions were going to be 
asked by some members of this committee——A. The banks will probably be able 
to give you that. 

Q. I did not know myself what questions I was going to ask until I made 
them up.—A. Well, the banks would probably be able to give you that. 

Q. You think I could get the information from the banks.—A. I know I 
could get it from Winnipeg. 

Q. Well, but we would like to get this information as soon as possible giving 
the exact conditions. I understand you are going away to-night or to-morrow, 
to Rome, which is a good place to go to. 


The CuHatRMAN: I understand the banks can supply that information. 
Mr. Durr: I am asking Mr. McFarland. 


The CuairMAN: Mr. Duff, may I point out to you that Mr. McFarland 
came here without knowing beforehand that he was going to be examined as a 
witness, therefore, he did not not bring his records with him. 

Mr. Durr: I appreciated that, Mr. Chairman, and I am sure I sympathize 
with Mr. McFarland in his position, Mr. McFarland happens to be on the stand 
to-day as a witness on a very important matter. If Mr. McFarland has not 
got the information, that is not my fault. What I am trying to do, as a member 
of this committee, is to find out what the condition was when Mr. McFarland 
took this business over, and I cannot understand how any business man would 
take over an organization of this kind without seeing if there was any money 
in the treasury—any money on hand—the amount of stock, indeed the exact 
position. 

The Witness: I was not becoming responsible for the company, I was only 
becoming responsible for sales. 


By Mr. Duff: 

Q. If you were not responsible, then who was responsible—A. The directors. 

Q. Who are the directors—A. Mr. McPhail was the president. I can name 
the directors all over to you; they change from year to year; there are nine. 

Q. Well, would they keep the books of this organization, this Central Selling 
Agency, the Canadian Co-operative Wheat Producers Limited——A. The books 
were kept, under their direction, by their accounting staff. I was only taking 
charge of sales. 

Q. Well, what did you do, Mr. McFarland—A. I took charge of sales. 
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Q. What did you do when you sold a million bushels of wheat, say, who 
would you account to?—A. Account to the accounting staff. 

Q. The accounting staff?—A. Yes. 

Q. And they would collect the money?—A. Absolutely. 

Q. Well now, you mean to say that you cannot tell this committee how much 
money this organization stood to lose at the end of the crop year, July 31, 1931? 
—A. I could not. 

Q. Well, you were the selling agent. How could you arrive at the sale price 
without knowing what the cost price was?—A. I do not think the sale price of 
very many things has been based on cost for the last three years; cost has had 
nothing to do with sale price. 

Q. In other words, it was a forced sale for the last three years?—A. No, 
it is a matter of sell as best we can. 

Q. I think perhaps I agree with you there. Can you tell me, Mr. McFar- 
land, where I will get the information as to the financial position of the organi- 
zation of July 31, 1931?—A. July 31, 1931. 

Q. Yes?—A. Well, I think the Chairman mentioned that the bankers might 
probably have something with them on that. 

Q. Which bankers?—A. The bankers of the Co-operative Wheat Pro- 
ducers. 

Q. Do you know who the bankers were?—A. Yes. 

Q. Who were they?—A. There is the Bank of Montreal, the Royal Bank, the 
Bank of Commerce, the Dominion Bank, the Bank of Toronto, the Bank of 
Nova Scotia and the Imperial Bank. 

Q. So that you cannot give us any information wih regard to that matter, 
that is, with regard to the crop year, July 31, 1931; you cannot tell us what 
amount the organization stood to lose at January 31, 1932, six months after- 
wards, is that right?—A. Six months afterwards. 

Q. Yes, that is January 31, 1932, can you tell us how much the organization 
stood to lose then?—A: You mean 1931? 

Q. No, no, I mean January 31, 1932, six months after the first crop year, 
after you became manager or sales agent?—A. I started in November, 1939. 

Q. Yes. Well, my first question, Mr. McFarland, is if you had any infor- 
mation to give the committee as to how much money this organization stood to 
lose then, and at July 31, 1931, and you tell us do not know exactly?—A. I 
told you I can get it for you. 

Q. Well, that is very kind of you. Then you cannot tell us how much 
money this organization stood to lose on January 31, 1932, six months after the 
date of July 31, 1931?—A. No, but I can get that for you. I have not got that 
with me. 

Q. And you cannot tell us what the financial position was on July 31, 1932, 
that is the end of the second crop year?—A. No, but I can get that for you. 
I can tell you how it stands to-day. 

Q. I am coming to that, Mr. McFarland?—A. I have not got a good enough 
memory to carry all the others. 

Q. I sympathize wth you, Mr. McFarland, in that, unless you have all the 
documents before you. During this period did anybody—either the bankers or 
the officials who had charge of the Canadian Co-operative Wheat Producers— 
discuss with you the financial position? You were the selling agent; they were 
sending you out to sell the surplus wheat crop; did they discuss with you and 
tell you the financial operations at all at any date, or at any six months’ period, 
from July 31, 1931, or any time during the six months’ period up to January, 
1934?—_A. Certainly. I knew it all the time. 

Q. Well then, can you give it to us?—A. No, my memory does not carry 
me back. 

Q. Can you give it in round figures?—A. No, | cannot even do that. 
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Q. Well, was there a profit or a loss?7—A. The only thing I was concerned 
about was to find out how we stood then, or at the present time, and if this 
committee says I am to give it I will give it. 

Q. Mr. McFarland, can you tell us the financial position now?—A. I can 
if the committee tells me to. 

Mr. Durr: Mr. Chairman, has Mr. McFarland your permission to tell us 
how the financial operations stood on March 1, 1934. 

The CuarrmMaAn: That is directly up to this committee, not to the chairman. 

Mr. Jacoss: Well, let us have a vote on it and be done with it. 

Mr. Geary: I would like to know why we want it and what is the import- 
ance of it before I vote on it. 

Mr. Durr: I think it is most important, Mr. Chairman, that we know. 


By Mr. Geary: 

Q. Mr. McFarland, could you tell me what bearing the balance sheet of 
this organization, or its profit and loss account would have on the performance 
of your duties when you took on?—A. It would not have affected it at all. 

Mr. Geary: I should have thought not. 

Mr. Lawson: Mr. Chairman— 

Mr. Durr: Just a moment, J am asking questions. 

Mr. Lawson: Will my friend permit me— 

Mr. Durr: No, I will not. 

Mr. Lawson: I just want to help you that is all. 

Mr. Durr: I know, it is very kind of you indeed, but I do not think 
I need your help. 


By Mr. Duff: i 

Q. Mr. McFarland, can you tell me this: If you cannot tell me the finan- 
cial position on the different six months from July 31, 1931, can you tell me 
the financial position on March 1, 1934?—A. No, but I could tell it to you 
nearer than that; I could tell it to you on March 15. 

Mr. Bowman: Mr. Chairman, I again raise the question which I raised 
this morning: If the answer to the question involves telling the public the 
amount of grain which is on hand in the selling agency of the Canadian 
Co-operative Wheat Producers Limited, then I object to the question on the 
ground that it is not in the public interest that it be made public. 

Mr. Durr: Mr. Chairman, before you decide, I did not ask him as to the 
quantity of grain. 

Mr. Bowman: I said, Mr. Chairman, if the answer involved the disclosure 
of the amount of grain. 

Mr. Durr: I asked him what the profit or loss was. Mr. Chairman, 
before you decide, I should like to say that I did not ask the quantity of grain. 

Mr. Bowman: As I said before, if the answer involves the disclosure of 
the amount of grain, I shall take objection to it. 

Mr. Durr: I asked him what the profit or loss was, and Mr. McFarland 
said he could give it to me, as of the 15th March, 1934. 

Mr. Ernst: I think you are entitled to that; I think the public are entitled 
to that. 

Mr. Durr: Thank you, 

The CuarrmMan: Mr. McFarland has no objection at all to answering 
this question. 
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Mr. Durr: Thank you. 

The Cuamrman: If the committee are agreeable to his answering it. 

Mr. Vauuance: With your permission, Mr. Chairman, I should like to 
ask a question. 

The CuHatrrman: Perhaps Mr. Duff will permit you. 


By Mr. Vallance: 

Q. Are you carrying two accounts to-day, that is, the old account that 
you took over, of a certain volume of wheat, when you took office in November, 
1930, or have you disposed of that?—A. No, there are two accounts; for 
accounting purposes they are kept separate. 

Q. Now, I wish the committee to know that before they decide to ask 
whether you should answer this question or not. I know quite well there are 
two accounts. Is that one you took over in operation to-day?—A. I will bulk 
the two in the one answer. 

Q. You will?—A. Yes; I cannot do it otherwise. 


By Mr. Duff: 

Q. If the other members of the committee will let me go on in my old ignor- 
ant and stupid way, as Mr. Hackett would say, I should like to continue. Mr. 
McFarland, I hope you have not forgotten my question and the fact that you 
said you were willing to answer it up to the 15th March, 1934, that is, the finan- 
cial position of the pool on that day. 

The CuHairman: Is it the wish of the committee that the question be 
answered? 

Mr. Irvine: Before he answers that question, I should like to be sure that 
his answer is relevant to our inquiry conducted under paragraph 4 of Mr. 
Power’s motion. If the committee is sure that the answer to that question will 
help to throw light on the question that we are inquiring into, all right, but I 
do not see how it would. The question we are inquiring into is the “relations 
of the chartered banks to the wheat pools and the extent to which the guaran- 
tees by the Dominion government to the banks, of the said pools’ grain market 
account was utilized for the purpose of speculating in wheat on the Winnipeg 
or Chicago grain pits.” 

The Cuairman: Are you raising that as a point of order? 

Mr. Irvine: Yes. 

The Cuatrman: The point is very well taken. 


Mr. Durr: In answer to that I may say, if my friend will have a little 
patience, and if you, sir, as chairman of this committee, will allow me to ask 
Mr. McFarland the question, I think Mr. Irvine will get the answer he requires, 
and see the relevancy of my question to the motion made by Mr. Power. 


The Cuarrman: If Mr. Irvine presses his point of order I would have to 
rule that the point was well taken, having regard to the reference. 


Mr. Durr: What point, Mr. Chairman? 


Mr. ArrHurs: I think, on the point of order, that the Power motion 
clearly decides that it is out of order. This question is out of order. The 
witness has already distinctly stated that he has used no funds to speculate 
on the Chicago market, nor has he done any speculation on the Winnipeg market 
in the ordinary sense of the word. 

Th Cuatmman: Notwithstanding the technical position, if it is the will of 
the committee that this question of Mr. Duff’s should be asked and answered, 
I have no ebjection at all. 
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Mr. Lawson: I want to raise an objection to the question being answered. 
I do not want to be obstreperous, or interruptive, in my remarks, but I want 
a chance to state my position before that question is answered. 


Mr. Ernst: May I just say one word? I think the public are obviously 
interested in knowing how far the government is committed, or not committed, 
or how far it is out of pocket, or in pocket, on the transaction. I think the 
public are entitled to an answer, despite the technical objection. 


The CuarrMaNn: I agree. 


Mr. Lawson: Mr. Chairman, I am sorry but I will have to take two 
minutes to state my objection, because it is predicated on what seems to be 
an erroneous assumption on the part of my friend, Mr. Duff, as to the function 
of this selling agency. As I understand the situation, the selling agency, when 
Mr. McFarland took charge of it, did have a volume of physical wheat which 
it was permitted to purchase at a fixed contract, or a fixed price. It was a 
selling agency. What it received for its physical wheat must in turn be turned 
over to its members, less some deduction. I therefore assume that the business 
of the selling agency, in addition to that, has been by the process which Mr. 
McFarland referred to as supporting the market, and which has been referred 
to by some others as stabilizing the market, was on occasions the buying of 
wheat futures in physical wheat, even though delivery might have been obtained 
upon demand under those futures. Therefore, I say the grain trade, and I 
mean those privately engaged in the grain trade—if they are smart, and I 
presume they are—must have a fairly approximate idea of the volume of 
futures purchased by Mr. McFarland as against the volume of the sales. If 
he now states to this committee the definite position of his organization, which 
is a purely selling one, it is not a matter of difficult computation to get a pretty 
close idea as to the average price on any contract in respect of which he is 
now speaking. I quite agree with Mr. Ernst that this information is infor- 
mation to which this committee is entitled, if it demands it. But if it demands 
it, and gets it, I say it is bound to be injurious to the organization which Mr. 
McFarland represents in his future operations; and what is injurious to him, 
and his organization, is injurious to the producer, because his price is affected. 
Now, if, in view of that, this committee wants to make the information public, 
that is up to them, but I object to it, for the reasons I have stated. 


Mr. Durr: I do not want to press Mr. McFarland to give me the answer. 
I asked for the financial condition on July 31, 1931, or any dates within a six 
months’ period. Because sir, if we cannot get it from Mr. McFarland, we can 
get it no doubt from the banks, or some other source, if we want it. I am 
quite content. We need not press the point of order further. I am willing to 
take what Mr. McFarland said, that he was only the selling agent, and did not 
inquire as to the financial condition from time to time. 

The CHAIRMAN: He did not say that. 

The Witness: I said I knew all the time what the finances were. 

Mr. Durr: Why not give us the information then? 

The Witness: I have not got it with me. 


By Mr. Duff: . 

Q. Now, I will go on to another point, Mr. McFarland. Is the wheat you 
originally took over from the Co-operative Producers kept separate from your 
stabilization operations?—A. In the books of the company, yes. 

Q. Would you be good enough to explain to the committee how you stabilize 
the market. What I mean by that is this: Just what procedure do you go 
through in order to effect your stabilization operations?—A. In the fall of the 
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year is the time when most of our operations are carried on. In the fall of the 
year is the time when farmers are delivering their wheat in volume. In 3, 34, 
4 months’ time, almost 70 per cent of the wheat is delivered and sold. Hedging 
is very heavy there. Our operations were carried on there, in order to create 
a price, or maintain a price, or a market, so that the farmers would have a 
market back in the country. 

Q. With reference to your stabilization proceedings, did you, from time to 
time, consult the Dominion government with regard to procedure, as to what 
you should do?—A. What is that? 

Q. With reference to your stabilization proceedings, did you, from time to 
time, consult the Dominion government who I understand had guaranteed the 
banks sums of money, or stood behind your operations. Did you consult them 
or did they consult you?—A. The government had information from the banks 
regularly as to the standing of the operations. 

Q. The information came from the banks, not from you?—-A. Not from me. 

Q. You had no communications from the government, from time to time, 
or you did not report to them?—A. We may have had telephone calls in regard 
to that, if the credits were not large enough to take care of the volume that had 
to be taken care of; but apart from that we had not anything. We applied to 
the banks for greater latitude. 

Q. Did you make yearly, or half yearly, or monthly, reports to the govern- 
ment with regard to your operations as a selling agency?—A. No; it was as 
emergency arose. 

Q. You had a free hand entirely? The government, if I understand it, 
guaranteed the moneys required for the operations, and then the bankers did 
the rest?—A. No. 

Q. They asked you for no report?—A. No; they did not give me any free 
and. 

Q. Did you report to them, and did they inquire what you were doing from 
time to time?—A. The banks got the report. The Chairman of the Lending 
Banks got the reports daily, and he sent copies to the Prime Minister, I think. 

Q. I understood you to say, Mr. McFarland, in answer to a question of 
Mr. Bothwell, that you had been dealing in futures to stabilize the price of 
wheat on the Winnipeg grain exchange?—A. Yes, correct. 

Q. Can you tell us what quantity of futures you got from time to time? 
—A. Well, I can tell you that I suppose, if the committee wants me to. 


Mr. Bowman: That raises the same question, Mr. Chairman. 
The CuairMaAn: Do you think you had better press that, at this stage? 


Mr. Durr: My object, Mr. Chairman, is not to get down to this year, but 
surely there can be nothing that will hurt either the producer or holder of wheat 
to discuss what happened from November 30, 19380, to November 30, 1932. I 
can understand that perhaps it would not be wise for McFarland to give us the 
present position, and the quantity.—A. I can tell you this, that our holdings in 
the fall of 1932, prior to that big crop, were smaller than the year before. 

Mr. Bowman: Mr. Chairman, in that connection I should like to say this: 
the records of the grain sold are on the grain exchange, and by giving the 
holdings at any particular time since Mr. McFarland has taken over, it will 
then only be a matter of computation—subtraction—to find out what our 
holdings are at the present time. Is not that correct? 

The Wirness: In a measure, I suppose it may be. 


Mr. Durr: I do not see anything wrong with Mr. McFarland answering my 
question, 

Mr. Bowman: I do not think, Mr. Chairman, that it is in the public interest 
for Mr. McFarland to say what grain the agency holds at the present time. 
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Mr. Durr: I did not ask that, Mr. Chairman. What I said was, I was 
willing to take the quantity from November 30th, 1930, to November 30th, 1932 
or perhaps November 30th, 1933. I did not ask about the holdings at the present 
day. I was very careful in the way I put my question. 

Mr, Bowman: The records of the grain sold since that time, of course, are 
published in the grain exchange. Anybody, by subtracting the answer from the 
amount of sales since, can arrive at the amount of grain still in hand. 


Mr. Durr: If the records are before the public, if anybody can go to those 
records and figure out in a few minutes by computation, the exact position, what 
harm is there in Mr. McFarland answering my question? 


The CuamrMan: That presupposes you have a statement of the amounts 
purchased by Mr. McFarland. The records, as I understand it, are only records 
of the actual sales. 


Mr. Lawson: The records of the grain exchange do not show who the seller 
or buyer is. The records show who the purchasing broker is, but I presume the 
brokers do not say, or show, McFarland is the client, or anybody else. 

Mr. Durr: The grain exchange would show from day to day what grain is 
sold, would they not? 

The Wirness: Oh no— 

Mr. Durr: I do not care whether on the farm or in the elevator, or where. 

The Witness: They do not keep records like that. 


By Mr. Duff: 

Q. The grain exchange does not?—A. No. 

Q. What records do they keep?—A. The clearing house keeps a record of 
their clearings transacted during the session. 

Q. Do not the clearing houses know the quantity of wheat that is in the 
elevators?—A. No. The Board of Grain Commissioners keep records of the 
physical stores of grain. 

Q. Somebody has the physical quantity of grain?—A. The grain exchange 
does not keep it. 

Q. Somebody has it, so it is not a secret at all—A. It has the physical 
stores in stock; everybody knows that. 

Q. What has it cost to stabilize the wheat, either per bushel or thousand 
bushels or million bushels?—A. I do not know what you mean by that, Mr. 
Duff. 

Q. Perhaps I do not know myself; I am trying to find out; but surely Mr. 
McFarland, if my questions are not quite clear, with your experience, which is 
so much greater than mine, so far as wheat is concerned,—all I know about 
wheat is that for the last three or four years in parliament we have been dis- 
cussing it, and trying to arrive at a solution as to whether this is a good bargain 
or not, as to whether the purchaser and seller of wheat was making money or 
losing money or what the position of the government which is, of 
course, the taxpayers of this country, is. Surely, if the wording of my 
question is not good, you can tell me what it costs to buy and sell a bushel, or 
a thousand bushels, of wheat?—A. You mean the brokerage? 

Q. Yes, or overhead, or whatever goes into it—A. Well, brokerage is a very 
small item. Twenty cents a thousand bushels. 

Q. How many thousand bushels would pass through your hands in a year? 


Mr. Irvine: It would be in the public interest to tell that, would it? 


By Mr. Duff: 
Q. Approximately how many million bushels of wheat is handled by you 
in a year through the Winnipeg grain exchange and through the brokers who 
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do this business for you?—-A. Well, there is not a large volume handled by us. 

Q. Well, by the brokers then who handle this wheat for you?—A. The 
brokers are buying and selling through each other, trading around like boys 
trading jackknives, so that they deal in quite a large volume during so many 
days. 

Q. 100,000,000 bushels?—A. I do not know. 

Q. 200,000,000 bushels?—A. The clearing house does not publish any stat- 
istics. It would be very wrong for me to make any guess, in the absence of any 
information given out by the clearing house grain exchange. 

Q. Surely, with your knowledge and experience, vou have a fair idea of the 
quantity of wheat that is handled each year on the Winnipeg grain exchange by 
brokers?—A. You mean the actual wheat that can be exported? 

Q. I mean the actual wheat on which somebody pays 25 cents per thousand 
bushels brokerage?—A. No, I do not know. I know ours does not amount to 
a large amount. 

Q. Can you give us the amount traded on the exchange?—A. Daily? 

Q. Well, daily, or yearly, will do—A. No, I cannot, because the Winnipeg 
clearing house operations do not give out these figures, and they are the only 
people who know. 

Q. Well certainly, Mr. McFarland, as the selling agent of this wheat 
producers’ association, or the stabilization board, you should know pretty well 
how much wheat is traded in, from time to time?—A. No, you are giving me 
credit for some knowledge I do not possess. 

Q. Do you have the arranging for the brokers to handle this wheat, or is 
it done by somebody else?—-A. No, we choose our own brokers, whoever we 
want to put through a transaction when we want it put through. 

Q. Do you choose several brokers or just one broker?—A. Oh my, no, we 
spread it around, and it is irrespective of party too, I may tell you. If you 
want any confirmation of that, ask the board. 

Q. Like yourself, I am not a partisan. And might I suggest to you, sir, 
turn your deaf ear to the Chairman, because he is a partisan. Mr. McFarland, 
was there any time that you found it necessary, in order to carry out your 
stabilization operations, to purchase all the wheat that was offered for sale on 
the Winnipeg grain exchange?—A. I would not say all of it, but there have 
been times when we had to purchase very large percentages, I would say, in 
some particular days. 

Q. What percentage would you say, during the year?—A. Well, we had 
days in the fall of the year 1932 when farmers were delivering and selling 
freely, when I dare say we purchased what represented 75 per cent of the total 
hedges. 

Q. 75 per cent?—A. I would say so. 

Q. How long would you have to hold these?—A. Well, I will tell you 
the only way you can get rid of this is when the supply and demand become 
equilibrium throughout the world and the wheat can be exported and sold to 
people who want to eat it. But you can get rid of it if you like to a speculator 
to-day, and he won’t hold it, and he won’t consume it. If you sold all the 
wheat that we possessed to-morrow morning, put it in the pit and sold it at 
10 cents a bushel, that would not get rid of the wheat. It would stay right 
in the elevators, and it would make the price next fall for every bushel that 
the farmer may grow next summer. 

Q. We would have to do much more, as one member of the house said 
the other day. Were you obliged, when making those large purchases, to buy 
wheat that might be offered from outside the country on the Winnipeg grain 
exchange, not the Chicago exchange, but the Winnipeg exchange?-—A. Offered 
from outside? 
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Q. Yes. Do you buy outside lots of wheat on the Winnipeg grain exchange 
in order to stabilize the price?—A. We never know, and nobody else does, who 
that broker might represent in selling in the pit. The broker might represent 
somebody in Chicago or somebody in Liverpool; he may represent sombeody 
in Montreal or Ottawa, but the other fellow does not know who he is repre- 
senting. There have been times when gossip said that Chicago would be selling 
in Winnipeg, for instance, and other times when gossip would say Chicago was 
buying back what they sold in Winnipeg. 

Q. You never try to find out, when you buy wheat, whether it is from 
the Chicago pit or from any other place?—A. We try to keep in touch, but 
we do not know definitely, because nobody can know, except the broker himself, 
and he won’t tell. 

Q. Did you purchase any Chicago futures since you took charge of the 
situation?—A. I mentioned that in this statement, absolutely not a bushel. 

Q. Would you mind referring to it? I am asking the question now?—A. I 
will read that over again. “I wish to state most emphatically that we have not 
speculated in a single bushel of wheat in the operations which I have directed 
for the Canadian Co-operative Wheat Producers Limited since November, 1930. 
Moreover we have neither bought, nor sold a single bushel of wheat or any other 
grain in Chicago.” 

Q. That does not answer my question, Mr. McFarland. What I am trying 
to find out is whether you bought on the Winnipeg grain exchange wheat that was 
held in Chicago, or futures held in Chicago?—-A. You do not know where it 
comes from. I have mentioned that a broker for the Chicago house would know 
who he was acting for, but he does not presume to tell who his principal is. 

Q. He does not tell where the wheat is when he sells it, or where the futures 
are?—A. Well, ordinarily all wheat traded in the Winnipeg market is for 
delivery in store at Fort William or Port Arthur. 

Q. That does not answer my question. What I am trying to find out is 
whether you bought on the Winnipeg Grain Exchange wheat which was either 
held in Chieago or futures held in Chicago?—A. We de not know where it comes 
from. I have mentioned that the broker for the Chicago House would know 
who he was acting for, but he does not presume to tell who his principal is. 

Q. He does not tell where the wheat is when he wants it or where the 
futures are?—-A. Every bushel of wheat traded in the Winnipeg market is for 
delivery in store at Fort William or Port Arthur. It cannot be delivered in 
Chicago or anywhere else; it must be delivered in Fort William or Port Arthur. 

Q. In view of the fact that the Canadian people were financing this organ- 
ization, would it not have been a matter of policy for you, or somebody else to 
ascertain whether you were buying American wheat?—A. Well, that is an 
impossibility. If a dealer in Chicago or an operator in Chicago deals in the 
Winnipeg market he is dealing in something to be delivered in store at Fort 
William or Port Arthur, and that is Canadian wheat. There is no American 
wheat dealt in in the Winnipeg Grain Exchange. 

Q. No American wheat whatever?—A. No. 

Q. So that no Canadian money was used so far as the Chicago Wheat 
market was concerned?—-A. Not a dollar. 


Mr. McGreson: There is a protection on that, you know. 


By Mr. Duff: 


Q. Could you tell me, Mr. McFarland, what was the lowest price that 
wheat dropped to since your stabilization operations have been in effect?—A. 
My recollection is that in September, 1932, cash wheat got down around 382 
-cents a bushel. 
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Q. Can you tell me, in round figures, how many bushels of wheat you were 
holding at that time?—A. That gets back to the same old question again. 

Q. Of course, but we are not up to the present time. I do not think there 
is any objection to that. You said the price of 383 cents was when?—A. 
December, 1932. 

Q. That is a year and a half ago?—A. Yes. 

Q. Now, surely Mr. Chairman, there is no harm in having an answer to 
that question. 

The CHarrMAN: Well it is right up to the committee to decide whether 
they are going to rule it out or not. 

Mr. Durr: I think it is up to the Chairman himself. The committee may 
support his ruling. 


By Mr. Irvine: 


Q. Can you say, Mr. McFarland, whether you had less or more throughout 
this period?—A. I really can’t tell you what we had at that particular time, but 
we made very heavy purchases of wheat from 50 cents down to 44, to 45 cents, 
and unfortunately we ran out of credit about that time. You gentlemen will 
probably recollect the very drastic decline that took place from 45 down to 38 
and a fraction. There were statements made that many farmers were squeezed 
out on that break. I took the trouble to investigate it with the different elevator 
companies, and I found that only two and a half million bushels of wheat were 
sold from 45 down to 383 cents. I only mention that to show what a very weak 
market—if you might call it that—existed, and what might have happened if 
there had been any real large volume of liquidation to take place at a time like 
that. Supposing we had been forced into liquidation at a time like that, why 
it would have been chaotic. 


By Mr. Duff: 


Q. Mr. McFarland, if you had closed out your stabilization operations at 
that time, which you said was sometime in the fall of 1932, how much in round 
figures—if you had liquidated—would you have stood to lose. 


The CuarrMAN: That raises the same question. 


Mr. Durr: All right, that is the question I want answered, that is what I 
want to find out. 


By Mr. Irvine: 


Q. Could that be actually told, Mr. McFarland? You did not know the 
price of wheat any more than at any one minute—A. You would have to take 
it at the close. 


By Mr. Duff: 

Q. If you had sold it at the price of 383 cents, which is the price which you 
gave us, how much would you have lost?—A. I do not know. If the committee 
want me to get the figures for them I will get them. 

Mr. Mercier: Mr. McFarland is ready to answer the question, Mr. Chair- 
man. He says he will get it if the committee will decide. 


The CHarrMan: If I have to rule, I will decide that he is not obliged to 
answer any hypothetical question. 


ieVies Dati 
Q. What was the highest wheat rate since you commenced your stabiliza- 
tion operations, Mr. McFarland?—-A. That was in July last year, it went up 
for a very brief while in the month of July to around 98 cents, my recollection is, 
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Q. Were you holding much wheat at that time?—A. We were holding a 
good deal less wheat when the price got up to 98 cents than we were holding 
when it was down to 38% cents. 

Q. Thank you very much indeed for that answer—A. That I think illus- 
trates how much confidence the public had in supporting the market. 

Q. Mr. McFarland, when the 1933 crop started to move, did you find it 
necessary to buy back any of the wheat you sold during July of that year in 
order to stabilize the price?—A. We had to buy it back before the crop started 
to move. : 

Q. Did you buy back very much?—A. We bought back pretty nearly all 
the speculators took on the bull market. 

Q. And that might have been one bushel or five hundred million bushels — 
A. It was a fairly large quantity. 

Q. Well, that will do. I do not want to embarrass you, or the government, 
or anybody else. 

Hon. Mr. Ruopres: Don’t bring the government in. 

Mr. Durr: Well, the Minister of Finance then. I am not quite sure, Mr. 
McFarland, did you tell us when you assumed responsibility for the manage- 
ment of this Pool, or whatever you call it, or selling agency?—A. I think I 
answered that. 

Q. Well, how much wheat did you take control of ?—A. I do not know how 
much wheat at that time. I could find out for you. I can find out from the 
accounting staff in the office. 

Q. Well where is the office?—A. In Winnipeg. 

q. Can you tell me to whom I could apply to get the information?—A. If 
the committee want the information I will take steps to get it for you. 

Q. All right, thank you. Can you tell us what price you allowed wheat 
to go, that is, the low figure before you felt it was necessary to attempt to 
stabilize the market?—A. That was 1932-33. 

Q. Yes——A. Well, 50 cents. We attempted to support the market at 50 
cents. 

Q. And what happened then?—A. Well, it went down as you will remem- 
ber to 40 cents. 

Q. In spite of your stabilization?—A. Yes. 

Mr. Coors: It seems to me there must be a mistake there. I understood 
Mr. Duff to say last year and I thought he was referring to 1933. 


The Witness: I asked Mr. Duff if it was 1932-33 and he said it was. 


BU gD ties 

Q. Mr. McFarland, what does it cost to hold this wheat?—A. You mean 
the carrying charges? 

Q. Yes.—If{ you hold the actual wheat in a terminal elevator it would 
cost you a cent a bushel per month, and it would cost you interest on your money 
which would amount to between 3 and 4 cents per bushel; it runs between 15 and 
16 cents altogether. The way we have been carrying it, in the form of futures,. 
it costs us about 10 cents a bushel for twelve months. 

Q. What is the longest period you have held wheat?—A. You mean without 
switching it? 

Q. Without selling it or switching it?—A. From October till May. 

Q. Well, I thought you told us that you had a large quantity on hand from. 
1930?—A. That is the futures we hold. We are holding futures. 

Q. You did not have any physical wheat at that time?—A. We had pkysical 
wheat up to the summer of 1981. 

Q. Yes. That would be about how many months that was in sturage?— 
A. Oh, we had a little in the fall of 1931. I just forget what it was. 
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Q. And it costs about 10 cents a year for carrying charges?—A. In carry- 
ing it the way we carry it, yes. 

Q. Now, Mr. McFarland, I am coming to rather an important question. 
Suppose at the end of your operations when the government says “well done 
good and faithful servant, enter thou into they rest”, who will get the profits?—- 
A. I am going to leave that to the government. I hope it will be so much that 
there will be a big fight over it. 

Q. Yes, but so far you have not brought the government into it; I have 
been trying to find out the government’s position and so far you have told us 
the government had nothing to do with it, except to guarantee the moneys loaned 
by the banks.—A. If there are any profits it will be in the name of the Wheat 
Producers. That is the name under which the account is carried. 

Q. Well, the Canadian Wheat Producers are the three wheat Pools of the 
West, of the three western provinces?—A. They were the selling agency for the 
three pools. 

Q. So that the pools will get it and not the farmers. 

The CHairMANn: That is a legal question is it not, Mr. Duff? 

Mr. Durr: Well, I have a right to ask a legal question, Mr. Chairman. 


The Cuarrman: I do not think so. The witness is not an expert lawyer. 


By Mr. Duff: 

Q. Mr. McFarland, I asked you about the profits?—A. Well, that is a legal 
question, I presume. 

Q. No, that is not a legal question, that is a business question—A. I know 
one thing, if there is a loss it will be very difficult to collect it from the farmers. 

Q. Well, Mr. McFarland, in other words the tax payers of the Dominion of 
Canada and not the government—Mr. Rhodes has just said that I should not 
bring the government in—but the people of Canada would have to pay the loss, 
if there is any under the guarantee of the Dominion government or the gentle- 
man representing the Dominion government at the moment?—A. Well, that is 
a matter that I am not prepared to adjudicate. 

Q. You have no idea it all, as a business man of long experience, who would 
have to pay the loss, if any. Do you mind if I answer it?—A. Yes. 

Q. Well, the government will pay it. Just one question, Mr. McFarland, in 
a general way. How is the price of Canadian wheat compared with the price 
of Argentine and Australian wheat on the Liverpool market, during the last three 
years say?—A. During the last three years? 

Q. Yes.—A. Well, that is a matter of record. You can get that frcm the 
Bureau of Statistics; they issue a monthly bulletin showing the prises all the 
time. 

Q. Would you not know, Mr. McFarland?—A. No I do not know. I cannot 
earry all that in my head. 

Q. I know you would not be able to tell me from month to month, or day 
by day, but surely you would be able to tell me whether on the whole in "the last 
three years there was any different price between Canadian wheat and Argentine 
and Australian wheat on the Liverpool market?—A. Oh. there is a difference 
because there is always a difference in quality. 

Q. Well, is the Canadian price greater at Liverpool than Argentine or Aus- 
tralian wheat. —A. It is worth more than Argentine wheat. 

Q. Much more.—A. At the present time I suppose it is worth 18 or 20 
cents more. 

Q. What about Australian wheat.—A. It would be around about 12 cents 
more than Australian wheat probably. 

Mr. Coorr: I wonder if Mr. McFarland would make that clear, on whether 
he is referring to number one Canadian wheat, or not.—A. Well, no, I mean 
uumber one Canadian and the best grade of Argentine and Australian. 
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By Mr. Duff: 

Q. Mr. McFarland, due to the stabilization operations of this organization, 
do you consider it has had any effect. in driving the speculator away from the 
Winnipeg market.—A. No, I do not think so. 

Q. You do not think so—A. No. The speculator was out, he was broke 
anyhow. 

Q. But suppose he was not broke, would your stabilization proceedings have 
driven him off the market——A. I hope he will soon recover his confidence and get. 
back in again and take on the load. 

Q. It would not interfere with your operations—A. No. I would be glad. 
I could get out then. You know, I do not know why I stay on this job. 

Q. Well, I do not know why I am here, but I have been here nineteen years 
and you have only been on this job three years—A. There is nothing in it for 
me but abuse. 

Q. Nor me either—A. If it were a profitable job it would be different. 

Q. You say there are no speculators on the Winnipeg market now buying 
and selling grain outside of your organization—A. Very few. 

Q. Are there any —A. Oh, yes, there is always the odd one who speculates 
in a'small way. 

Q. We were told that this chap had disappeared, that is not correct, is 
it.—A. Very largely disappeared. 

Q. I know, but there are some.—A. Oh, there is the odd one, yes. 

@. Can you tell us how much grain they hold in a year or month—-A. They 
do not hold any grain; they are in and out of the market, in to-day and out 
to-morrow, and so on. 

Q. They do not carry it around in their pockets or on their backs, but they 
deal either in physical wheat or in futures—A. They do not export it, you 
know. 

Q. No, they buy and sell, is that true—A. They gamble in it. 

Q. Thank you very much for that word—A. Speculation is a better word 
probably. 

Q. Are those outside operators doing the same kind of business that your 
organization is doing—A. What outside operators. 

Q. Well, those speculators.—A. No, of course they are not. 

Q. They do not buy and sell wheat as you do.—A. No, they are in it hoping 
for a market change to take a profit out of it. 

Q. And what are you in it for—A. To support the price to make a market 
for the farmers, that is all, so that the farmer will be able to sell his stock. The 
speculator will sell short and try to depress it. We are not selling wheat short. 

Q. Well, you have sold short, have you not; you sold for less than you 
paid for it? Mr. McFarland, am I right in assuming that your organization took 
the place of most of the brokers who were on the Winnipeg Grain Exchange — 
A. No, no, the brokers are mostly all there yet. 

Q. They are all there yet—A. But the speculator is absent, the public 
speculator. 

@. The public speculator is absent, or the gambler.—A. Yes. 

Q. So that it is not correct that these brokers or traders have entirely dis- 
appeared.—A. I did not say that. The people who have speculated and carried 
hedges in the past, or maintained a long position in the past, have largely dis- 
appeared from the picture. 

Q. They are not dealing now on the Grain Exchange.—A. No, but the brokers 
are all there yet. 

Q. So that your organization is really taking their place—A. Taking the 
place of whom. 
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_ Q. All those people who have disappeared—A. We are filling the gap to 
carry the hedges so that the farmer will have a market for his wheat. 


By Mr. Donnelly: 


Q. I understand Mr. McFarland to say, that when he was appointed in 
November, 1930, he was appointed to sell the carry-over of the Pools and the 
selling agency in 1929 and 1930, is that not a fact——A. I was appointed manager 
of the Central Selling Agency. 

Q. To sell the carry-over that the pools had—A. To attempt to sell it, yes. 
, a And I understood you to say that you did sell the 1929 carry-over — 

. Yes. 

Q. And you sold a portion of the 1930, did you not.—A. Yes. 

Q. And you converted some of the 1930 into futures—A. Converted all the 
balance into futures. 

Q. Now, I understood you also to say that since that time you bought some 
more futures. Where did you get instructions to buy other futures? Was it 
from the government or was it from the Pool Central Selling Agency—A. The 
government supplied a guarantee to the banks to carry a certain line of options 
on wheat, a certain position. 

Q. Yes, but this is another function you have taken on. Your function was, 
as I understood it when you were first appointed, to sell that carry-over—A. It 
could not be sold. 

Q. Then afterwards you took on another function—A. No, it was the same 
contract, it could not be sold. 

Q. You bought other wheat, you said, other futures, and I want to know 
where you got your instructions to buy those other futures; was it from the 
Pool Central Selling Agency, or was it from the government, or who gave you 
your instructions—A. I was manager of the company, and the wheat got down 
to 50 cents, and it was the consensus of opinion— 

Q. Mr. McFarland— 

The CuHairmMAN: Just let him answer the question. 


The Witness: It was the consensus of opinion that the market should not be 
allowed to go under 50 cents a bushel. 


By Mr. Donnelly: 


Q. Now Mr. McFarland, we have it here on Hansard that you were informed 
by the government. I will read here from Hansard, just for your informiation. 
This is from Hansard, of March 28th, 1938. Mr. Stevens is speaking and he 
says: 

The government authorized Mr. John I. McFarland, head of the Pool 
Selling Agency to purchase grain for future deliverv when it was necessary. 


That is all I ask you, where you got your instructions. Mr. Stevens, the Minister 
of Trade and Commerce, says there, in the House, that he instructed Mr. John I. 
McFarland to buy futures. I will read it again: 
The government authorized Mr. John I. McFarland, the head of the 
Pool Selling Agency, to purchase grain for future delivery when it was 
necessary to do so in order to hold the market. 


—A. The government furnished a guarantee to the banks to cover a certain line 
of credit under which I operated as General Manager of the Central Selling 
Agency, and I used my judgment in regard to when wheat should be bought to 
support the market. 

Q. Did the directors of the Pool authorize vou, or tell you, or instruct you to 
buy those futures—-A. No. The directors of the Pool knew what was being done 
from day to day by having statements. They did not give me instructions. 
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Q. And they told you that you could use your judgment in buying or not. 
—A. Well, they did not say anything at all about it. 

Q. They did not tell you to buy futures or not—A. It was my job to direct 
the operations and I directed them. 

. And nobody gave you instructions to buy futures at all—A. No. 

Q. You just did it yourself—A. The credit was supplied. It was supposed to 
be in the National interest that wheat prices should not be allowed to go down 
to 50 cents. 

Q. Well, who told you to hold the market above 50 cents, just yourself or 
did anybody else tell you—-A. Mr. Bennett knew what was being done from 
time to time, he had the reports. 

Q. Pardon.—A. Mr. Bennett knew what was being done from time to time, 
he had the reports. 

Q. You reported to Mr. Bennett—A. The banks reported to him the 
position from time to time. 

Q. You did not report to Mr. Bennett, or the government, in any way, 
shape or form.—A. No. 

Q. Is this statement then that Mr. Stevens gave, that the government auth- 
orized you to hold the market, correct or not—A. The guarantee was an 
authorization. The guarantee stated the authorization. 

Q. They just gave you this guarantee and that was all there was to it; 
there was no authorizing you to do anything at all. Mr. Stevens says here 
that you were authorized—A. There was a limit on the quantities. As 
manager I directed it within those limits. 

Q. Who gave you the limit——A. It was arranged by the orders in council 
through the banks. 

Q. That was your limit—A. Yes. 

Q. And then you were responsible simply to the Pool Selling Agency, and 
the amount of wheat that you could handle in one way or another was guided 
entirely by the amount of your credit in the bank.—A. Yes, by the guarantees. 

Q. But you received no instructions whatever from the government in any 
way, shape or form to buy wheat futures or to try to stabilize or strengthen 
the market. 

Mr. Bowman: That is not a proper question. 


Mr. Donnetty: Why is it not, when we were told that the government 
did authorize. 


By Mr. Donnelly: 

Q. Mr. McFarland, you must have at some time during the year a cut 
off and take stock to know where you are; how often do you do that—A. I 
know every day. 

Q. You know it every day—A. Yes. 

Q. You have a cut off practically every day?—A. Yes. 

Q. And you issue a statement every day—A. Issue a statement every 
day? 
: Q. Yes, to the banks or to someone; do the banks get your statement.—A. 
I think every day as well as we do. 

Q. Now, you said one other thing just a little while ago, you said that 
there were no speculators in the market now. Can you tell us why it is that 
we have speculators in the stock market to-day and none in the grain market. 


The CuHatrMaANn: I do not think that is a fair question. 


By Mr. Donnelly: 
Q. We have the speculators in our stock market, why is it we have not 
got them in our grain market. 
The Cuamman: I do not think you should ask that question. 
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By Mr. Donnelly: 


Q. One other thing I want to deal with. We have a lot of wheat in this 
country to-day, where is most of it held—A. The physical wheat. 

Q. Yes—A. Well, there is something like one hundred million bushels in 
country elevators and the balance in terminals. 

Q. A lot of it is in our country elevators—A. Yes. 

Q. Do you not think it would be a good thing to get rid of some of it 
pe reduce our carry over of wheat—A. We are doing all we can to get rid 
of it. 

Q. You have heard, of course, that the United States has made some trade 
arrangement with Japan, or with China, rather whereby they are selling a 
certain amount of their wheat, have they not.—A. Yes, they have given China 
a long term credit. 

Q. And you know, of course, the conditions of our Western farmer and the 
difficulties for them to get grain to feed their stock—A. It is largely because 
I know those conditions that I have stuck to the job I have. 

Q. Do you not think it would be good policy to finance some of our West- 
ern farmers. 

The CHatRMAN: Don’t you think that is quite outside the reference here? 
That is a matter of public policy which this witness may or may not be 
qualified to answer. 

Mr. Donnetiy: I am only going to suggest, Mr. Chairman, an oppor- 
tunity for the government to get rid of some of this wheat. 


The CHAIRMAN: Well, do it in the House of Commons. 


By Mr. Mercier: 


Q. How many bushels have you got in your terminals? 
The CHAIRMAN: Just a moment, that is along the same line. If the com- 
mittee want that question answered all well and good. 


Mr. Mercier: Mr. McFarland apparently was willing to answer it. 


By Mr. Ernst: 
Q. At March 15, 1934, what was the. financial result of your operations? 
I think the country is interested in that. 


The Cuatrman: I have no objection to the witness answering that ques- 
tion, if the committee so decides, but the committee must take the responsi- 
bility. 

Mr. Ernst: I think the public are entitled to know that. 


The CHarrRMAN: What is the wish of the committee with respect to this 
question of Mr. Ernst? 


Mr. Ernst: That is as far as I want to go, Mr. Chairman. 
Mr. Vautuance: Was not this very question refused to be answered. 
The Cuatirman: No. 


Mr. Vauuance: If the answers had been given to the previous questions 
asked the result would be the same. 


The Cuairman: Gentlemen, it is now 6 o’clock. We will adjourn until 
8 o’clock. 


The committee adjourned at 6 o’clock to resume at 8 p.m. 
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EVENING SITTING 


The Committee resumed at 8 p.m. 


The Cuarrman: Gentlemen, have you any more questions to ask Mr. Mc- 
Farland? 


By Mr. Arthurs: 

Q. Mr. McFarland, I would like to ask one or two questions. In your 
initial statement you said that you were met at Montreal, in the Fall of 1930, 
and asked to take charge of the Central Selling Agency, that is correct?—A. 
That is correct. 

Q. What was the reason given for that, were they in a bad way, or am I 
correct in supposing that they were in a bad way?—A. Yes, that was the 
reason. 

(. You made two conditions, one of which was that you would take no 
salary, the other being that the Pool would close their selling agencies in 
Europe?—A. Yes. 

Q. I presume that a good deal of their trouble, you thought, was through 
their having selling agencies in Europe?—A. I would not say that, but I think 
that at that time it was getting into such a position where it was setting up a 
resistance against us. 

(. During the following months you were able to clear up the position, 
so far as the operations were concerned for the year 1929?—A. Yes. 

Q. And thereby relieved the three provinces of their liability to a great 
extent?—A. Yes. 

Q. After that what happend, the condition became worse did it not?—A. 
It did not improve any. 

Q. And did you recommend that the banks give further assistance to the 
selling agency?—A. I recommended in the summer of 1931 that unless there 
was some support given to the market there was no telling what would happen 
to the price. 

Q. That assistance was given for a time?—A. Yes. 

Q. And that was followed by further assistance from the Dominion gov- 
ernment in the form of a guarantee by the Dominion government?—A. Yes. 

Q. Finally, in 1932, what happened? The market went down, did it not? 
—A. The market went down. 

Q. And you supported it from what figure?—A. From 50 cents. 

Q. Why did you quit? The guarantee was not sufficient, I suppose, to 
support it at that particular time?—A. Yes. 

Q. Am I correct in that?—A. That is correct. 

Q. The fact was, that the final drop in price was owing to the fact that 
you could no longer support the market?—A. That is right. 

Q. Now, Mr. McFarland, I am going to ask this question which you may 
answer in your own way, but which I think is a fair one: What is your personal 
opinion as to what would have occurred had the Dominion government not 
supported the banks in this situation. 


Mr. Vauuance: I think that is a hypothetical question. It was ruled out 
this afternoon. I do not think it is fair. 


The CuarrMan: It is not hypothetical in the ordinary legal sense. 


The Wirness: Could I answer the question in this way, that in that 
summer we were visited by a representative of one of these very big co-operative 
milling concerns of the United Kingdom. Wheat was then selling around about 
53 cents in Fort William. He said “Why not arrange to sell a big chunk of this 
wheat to us?” I said “At what price would you buy a large quantity?” “Well,” 
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he said “TI think we would be interested in it at 40 cents a bushel Fort William.” 
Now, that will give you an idea of what buyers abroad would start in at buying 
a large block of wheat, and that would only be for about five million bushels. 


By Mr. Arthurs: 


Q. What would be the result of a sale of that kind? It would lower the 
market and the market would have to drop?—A. It would lower the market, 
and the next fellow would want his for less. 

Q. There is one other point regarding speculation in wheat. Is it not true 
that in the boom times, when wheat had a fair market price, many of our 
farmers sold their wheat, put their wheat in the elevator, got the cash and became 
longs on wheat, that is to say, they bought futures?—A. I cannot answer that. 
You mean recently. 

Q. No, during the boom times when wheat was at a fair price?—A. Prior 
to 1930. 

Q. Yes.—A. It is my opinion that the farmers in western Canada, the 
merchants both east and west to a great extent, and the professional men, were 
the people who carried the hedges in the past, prior to 1930. 


By Mr. Bothwell: 

Q. Mr. McFarland, according to the monthly review of the wheat situation, 
March 21, 1934, the sale of Canadian wheat has fallen off considerably in the 
British market in the last two months whereas wheat from Russia and the 
Argentine has been finding a ready market. Can you give the committee any 
information as to why that situation prevails—A. The shipments from Canada 
are ahead of the quota at the present time; we are a little ahead of the quota. 
The midwinter shipments from Canada are always smaller than they are in 
the Fall, or Spring, months. The shipments from the Argentine are large during 
this season, and also from Australia. They put their stuff afloat, shipping c.if.; 
a large part of it is not sold until it arrives, and when it arrives it has to be 
forced on the market. It may interest you to know that just a few days ago 
a cable from Liverpool reported that Argentine wheat was selling in the 
Liverpool market at 54 cents a bushel and Argentine corn at 60 cents a bushel. 
The reason there is more wheat than usual being shipped from the Argentine just 
now is because they expected to load a lot of boats with corn but the corn is not 
available so they have been loading wheat in excess of what they could 
comfortably dispose of and it is being sacrificed on the other side of the water. 


By Mr. Bowman: 
Q. You said Argentine wheat was selling at 54 cents. What was Canadian 
wheat selling at at that time—A. It would be 78 cents, somewhere around there. 
That is for number one. 


By Mr. Bothwell: 


Q. I just want to read a line or two from the monthly review of the wheat 
sean issued by the Department of Trade & Commerce, dated March 21, 
4: 

It will be noted that total imports of wheat into the United Kingdom 
amounted to 113,385,888 bushels during the August-February period in 
1933-34 as compared with 111,802,667 bushels during the same months 
last year. The table further shows that imports from the Argentine 
increased about 12 million bushels this year as compared with last. 
Imports from Canada decreased about 25 million bushels in the August- 
February period in 1933-34 as compared with the same months last year. 
Imports from Russia increased about 11 million bushels as compared 
with the same period last year. 

A. That is into the United Kingdom. 
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Q. Into the United Kingdom, yes. You say that our exports are ahead of 
the quota. According to this report I think that is hardly correct. It says 
Canada’s exports are lagging behind the 200 million bushels quota by approxi- 
mately 6 per cent—A. That is on the last couple of weeks’ shipments. 

Q. I am just taking the government report of March 21st. No, that is 
for the five month period August to February—A. For five months up to 
August. 

Q. Let me see. Yes, August to February, 1933-34, as compared with August 
to February, 1932-33.—A. How many weeks do they give there. 

Q. Well, the report is this: 

The following table shows imports of wheat into the United Kingdom 
during the months of August to February inclusive, 1932-33 and 1933-34. 


A. That is the United Kingdom only. 


@. Yes. My question was based on that report as to why our exports to 
Britain have fallen off this year as compared with last year, that is, the 
Argentine has always been in the same position, unless they are just dumping 
their wheat.—A. Well, they are at the present time. 

Q. But both Russia and the Argentine have to pay a 6 cent duty in the 
British market and still they are selling the wheat in preference to Canadian 
wheat.—A. That is in the United Kingdom market. 

Q. Yes, in the United Kingdom market.—A. Well, you see more of our 
wheat is going to the Continent. 

Q. Now, are we shipping wheat to the Continent. 
somewhere. 

Q. This statement which I have just read is dealing with the world—A. 
It is going out at the rate of 4 million bushels a week so it must be going 
somewhere. If it is not going to the United Kingdom it is going to the 
Continent. 

Q. Let me read this statement to you and see if you endorse it. This may 
be wrong entirely: 


A. Well, it is gomg 


The world movement of wheat to date suggest that the estimated 
import requirements of 560 million bushels will not be reached and that 
the deficit may be as high as 35 million bushels or over 6 per cent, 
Canada’s exports are running behind the 200 million quota by approxim- 
ately the same percentage. 


That is dealing with world export——A. I will agree with this, that there are 
some authorities who think that the 560 million bushel quota may not be 
reached as a total for world shipments this year, there are some authorities 
who hold that opinion. There are those again who say that it will be. I do 
not know, you can guess that as well as I can. 

Q. I have been wondering, since reading this report, if the situation in 
Canada is such that we are holding our wheat so high above the world’s market 
price of wheat that that wheat is damming back on us while Russia and the 
Argentina paying a 6 cent duty are delivering their wheat in the U. K. market. 
I am just asking if that is the situation—-A. The wheat is passing out for 
export from Canada at an average of 4 million bushels a week. Now then, in 
52 weeks the exports would be over 200 million bushels at that rate; it has 
averaged 4 million bushels per week up till now. JI do not know what it is in 
the last two weeks. 

Q. Why is it it is so far behind last year?—A. Every year is a different year 
in the grain business, it varies; there is nothing permanently the same; different 
positions arise in different countries, and so on. 

Q. There is no further light you can throw on the situation—A. Nothing 
further, except that we are fully up to our quota. 
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Q. So that this statement that we are falling behind the quota is wrong.— 
A. Well, it is up to the last two weeks. I do not know what it is in the last 
week. 

Q. This is issued by the Department of Trade and Commerce.—A. Up to a 
couple of weeks ago we were ahead of our percentage on the quota for the 
number of weeks that had elapsed. 

Q. Well, I suppose you do not know at all the figures as to the amount of 
our exports.—A. No, |] have not got that. 

Q. Since the beginning of this crop year—A. About 130 odd million 
bushels, that is all I know. 


By Mr. Power: 


Q. Mr. McFarland, in order to make things clear in my own mind I may 
have to ask you to repeat some of the evidence that you gave this afternoon, 
but I will avoid doing so as much as I can. When you took over, in 1930, the 
managership of the Cooperative Wheat Producers Limited, you took over for 
the manifest purpose of marketing the wheat grown in the year 1930, did you 
not.—A. 1929. There was a small balance of 1928 and the balance from 1929, 
and the 1930 crop. 

Q. Were you aware that the only wheat transactions which were authorized 
in that order in council were in connection with wheat grown in the year 1930, 
as appears by order in council 2238.—A. Order in council P.C. 2238 did not 
concern the crops of 1928 and 1929 at all, because they were guaranteed by the 
Provincial governments. 

Q. That is just the point I want to make, so that in so far as the relation- 
ship between the chartered banks and their guarantee by the Federal govern- 
ment is concerned we have nothing to do with the wheat grown in 1928 and 
1929—A. Nothing whatsoever. 

Q. Nor, as I understood your answer to the question this afternoon, have 
we anything, or have you anything, to do with the marketing of the crop grown 
in 1931, 1932 or 1983.—A. Except in the matter of the support of price. 

Q. Except in the matter of support of price.—A. Yes. 

Q. Your job when you took over was to dispose of the crop grown in the 
year 1930, and you proceeded to do so—A. Yes. 

Q. And at that time when you took over, or at any time prior to February, 
1931, were you aware of any understanding made on behalf of the government 
to guarantee the repayment to the chartered banks of the amounts advanced by 
them to the Canadian Cooperative Wheat Pools——A. I do not just get that. 

Q. At the time you took over this position of manager, or at any time prior 
to the 15th February, 1931, were you made aware of an undertaking on behalf 
of the government of Canada, the Dominion of Canada, whereby this govern- 
ment guaranteed to the chartered banks the amounts of money advanced by 
them to the Canadian Cooperative Wheat Producers Limited—A. On the 1930 
crop. 

Q. I am only speaking of the 1930 crop—A. I was aware that the banks 
had assurances, or guarantees, to that effect. 

Q. You were aware that they had guarantees from the government.— 
A. Protecting them against loss. 

Q. Can you tell me about what time you were made aware of that, at what 
period.—A. Well, it was in the New Year. 

Q. Would it be ani indiscreet question to ask you if that was one of the 
express, or implied, conditions under which you took over the sale of this wheat. 
—A. It had nothing to do with it. 

Q. It had nothing to do with it—A. No. 

Q. Now, in this order in council to which I again refer, P.C. 2238, reference 
is made to an agreement between the banks and the Wheat, Producers in connec- 
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tion with the marketing of the wheat. Have you a copy of that agreement, or 
could you write and get a copy of that agreement.—A. What agreement is that. 

Q. Reference is made in P.C. 2238 to an agreement between the banks and 
the Wheat Producers in connection with and incidental to the marketing of wheat 
and other grains. Have you a copy of that agreement, or perhaps we could get 
it from the banks. 

The CuHarrMan: What is the reference. 

Mr. Power: Perhaps I had better read it. It says: 

The Governor in Council guarantees repayment to the chartered 
banks hereinafter mentioned . . of the amounts of money advanced by 
them to the Canadian Cooperative Wheat Producers Limited hereinafter 
called ‘‘ Wheat Producers,” and interest thereon until repayment as agreed 
between the said banks and wheat producers... 


Was there an agreement? I assume there was. I take it that it is between 
the banks and the wheat producers. 
The CHamrMAN: “Wheat Producers” is the name of the company. 


Mr. Power: Well, it does not matter. Was there some kind of an agreement 
in existence between the banks and the company which Mr. McFarland repre- 
sented. I do not care what date it was. 


The Witness: That covered cash grain at that time. As the grain was sold 
the profits would be turned over. 


By Mr. Power: 

Q. No, but is there such an agreement in existence in writing—A. I do not 
think so. 

Q. Well, do you mean to say that the banks undertook to advance very large 
sums of money.—A. The grain was hypothecated to the banks against the loans. 
They would not require any agreement on that when the grain is hypothecated 
to the banks. 

Q. Let me put it another way: Did “ Wheat Producers” have a line of 
credit with the banks.—A. Yes. 

Q. Well, is that laid down im writing anywhere; was there a ‘letter from 
the banks to the wheat producers telling them to what extent they should use 
their line of credit.—A. I cannot answer that, I do not know the amount. I have 
not got a recollection of the amount. 

Q. You think there must have been something in writing—A. There was 
some Jimit on the amount of credit, of course. 

Q. I was coming to that, but first I would like to know, or to have produced 
here if it is at all possible either from you or from the banks something in 
writing with respect to the arrangement between the wheat pools and the bank 
or the wheat producers anid the bank, if such exists—A. I do not know of any 
form of written agreement any more than that all the grain was hypothecated. 

Mr. Power: Would it be fair if I were to ask one of the bankers? Mr. 
Logan, do you know of any such agreement between the banks and the wheat 
producers. 

Mr. Logan: I have no knowledge of any written agreement. 


Mr. Power: May I ask if Wheat Producers, Limited, had a letter from 
you, or any other general manager of a bank, or any employee, giving them 
an undertaking that they would be given a line of credit up to a certain amount. 

Mr. Logan: I do not think we would furnish them with a letter. It might 
have been a verbal understanding that we would loan them up to a certain 
amount, subject to change, from time to time, depending on changing conditions. 
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Mr. Power: I suppose that you had such an agreement, or such an under- 
standing, with them for some years prior to 1930? After all, this was an 
important industry and you must have had somewhere some understanding as 
to the line of credit which they would have—A. Credit arrangements are not 
usually done by letters; a verbal arrangement which can be changed subject 
to changes which occur from time to time— 


By Mr. Power: 


Q. Have you any recollection, Mr. McFarland, as to the amount of the 
limit of your line of credit with these seven banks, or with any one of them, 
if I have to take them individually?—A. In 19380. 

Q. In 1980?—A. No, I have not. I have not got a recollection of the 
amount. 

Q. Was there such a limit?—A. There must have been a limit; there is 
always a limit. 

Q. Now, who could tell us what that limit was?—A. Well, the banks would 
have it in their records. These gentlemen might not have it with them, but 
they will have it in their records. 


Mr. Power: May I ask Mr. Logan if they have it in their records? 
The CuairmMAn: He will be called. 

Mr. Power: I am in the hands of the committee, 

The Cuatrman: I think that is the regular way of doing it. 


By Mr. Power: 

Q. So that in so far as you are concerned, Mr. McFarland, you cannot 
tell us here now whether or not you had an absolutely unlimited mandate to 
go into the market and spend all the money you wanted to support the market? 
Pardon me, I did not want to say that yet, to dispose of your wheat.—A. Did 
I say that or anything like that. 

Q. No, but I am asking you that—A. Absolutely not; it was always 
jimited. 

Q. It was always limited?—A. Yes. 

Q. All throughout this transaction?—A. All throughout. 

Q. Even when you were stabilizing the market?—A. Yes. 

Q. But can you tell me at any time what that limit was, in money, or in 
bushels of wheat, or anything, so that I can get some idea of what the extent 
of your mandate was?—A. No, I cannot give you those figures. 

Q. You cannot?—A. No. 

Q. But someone, surely, can. 

Mr. Dopps: We can tell you, Mr. Power. 

The CuHarrman: You will get it later on, Mr. Power. 

Mr. Power: But in so far as Mr. McFarland is concerned, he was operat- 
ing in the wheat market, first of all, for the purpose of selling this wheat and, 
secondly, for the purpose of stabilizing the market. 

The CuHatrman: No, he never said that; he said supporting the market. 

Mr. Power: Operating in the market. I think perhaps I am entitled to 
use the term which I wish. 

The CuarrmMan: You cannot put words in his mouth. 

Mr. Power: I say, in so far as Mr. McFarland is concerned, he was operat- 
ing in this market both to stabilize it and to sell his wheat, and he does not at 
the moment recollect what his limit of credit was. That is all I want to get 


on the record; that is a fair statement. 
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_ The Wrrnuss: If I had been advised before I left home I could have given 
1t to you. 


By Mr. Power: 


Q. But at the moment, now that you are a witness, you cannot tell us 
that?—A. No, I cannot tell you that. 

Q. Now, I understood you to say in answer to Mr. Arthurs a short time 
ago—I think perhaps you misunderstood his question—that you recommended 
in 1931 to someone—you did not say to whom, but I assume it was to your 
employers,. or principals, the wheat producers—that stabilizing operations 
should take place?—A. Supporting operations. 

Q. Supporting operations?—A. Might be necessary. 

Q. You also stated if that was followed by assistance from the Dominion 
government—am I quoting you correctly Mr. Arthurs—by assistance by way of 
guarantee by the Dominion government; you said that did you not?—A. Yes. 

Q. Is it not a fact that assistance by the Dominion government was given 
long before the summer of 1931, was given in January of 1931?—A. To an extent 
equivalent to the requirements of the time, yes. 

Q. No, but assistance had been given away back in January, 1931, or an 
intimation that assistance would be given?—A. Yes. 

Q. Is that a fair statement?—A. That is a fair statement. 

Q. And then I gathered from your answer to Mr. Arthurs that you recom- 
mended that still further assistance be given in 19381, is that right?—A. It might 
be necessary. 

Q. In the summer of 1931?—A. In the fall of 1931. 

Q. In the fall of 19381 you found that assistance by way of guarantee 
hitherto given by the government would not be sufficient?—A. Might not be 
sufficient. 

Q. And you suggested to someone that you should get further assistance?— 
A. It might be necessary. 

Q. Now, to whom did you suggest that?—A. I suggested that to the directors 
of the Cooperative, to the government, and to the banks. 

Q. To the government?—A. Yes. 

Q. And to the banks?—A. Yes. 

Q. Now, up to the time you made this suggestion had there been some kind 
of a limit to the assistance by way of guarantee which the government had 
given?—A. Absolutely; there always had been a limit. 

Q. Can you tell what that limit was?—A. I cannot tell you from memory. 
From time to time it changed, as time progressed. 

Q. But you knew, or you felt, that it might not be sufficient?—A. I knew 
what the limits were all the time. 

Q. And you felt, in the summer of 1931, that it might not be sufficient?— 
A. That it might not be sufficient when the new crop started to move. 

Q. Well, may I take it that that was the time at which you began what I 
eall your stabilizing supporting operations, that up to that time your main 
interest had been to sell off the 1930 crop?—A. No. So called stabilizing in the 
first year was worked out through a policy of selling cash wheat from time to 
time as the market would take it without breaking it unduly. There were no 
purchases during the first year’s operations. : 

Q. That is what I want to come to.—A. The supporting operations were 
carried out by a process of sales from day to day, either withholding or selling 
as the market might change from time to time. If we had gone in and thrown 
our stuff on the market the market would have smashed. 

Q. You were selling it little by little?—A. We had all this in mind. If we 
had gone in and thrown our cash wheat into the market we would have broken 
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the price, and we would have frustrated the farmer in getting a reasonable price 
for his product. 

Q. So your policy, up to a certain time, was to allow it to go out by driblets, 
so to speak?—A. I would not say driblets, but from time to time as it would take 
it, as the demand warranted, having regard to the fact that we only owned part 
of the wheat; the rest was owned by the trade and by the farmers themselves. 

Q. Your function was purely one of liquidation up to a certain time?—A. 
Yes. 

Q. Well then, when did you begin to purchase in order to support the market, 
about that date?—A. My recollection is about the summer of 1932, on or about 
the month of June. 

Q. But apparently you indicated that this would be necessary sometime in 
the summer of 1931, when you suggested further guarantees?—A. No, sometime 
in the winter of 1931, I think it would be. It did not become necessary until the 
next year in June when forces from outside broke the market. We supported it. 


By Mr. Geary: 


Q. You say that you thought it might become necessary in the winter not 
that you thought in the winter it might be necessary?—A. Yes, I thought it 
might become necessary but it did not. Forces from the outside came into the 
market and we supported the market. We sold out what we had to sell out 
to support the market before the new crop started to move in 1982. 


Bur Mae Power: 


Q. I do not quite understand what you mean when you say “we sold 
out to support the market ”’?—-A. We bought it to support the market, then we 
resold that before the new crop commenced to move in the Fall of 1932. 
Supporting operations really did not become necessary to any extent whatso- 
ever until the big crop of 1932 hit the market. 

Q. And all those operations—selling, liquidating and buying wheat—were 
considered necessary in order to sell the quantity of wheat which was handed 
over to you, or at least which was put in your care for the purpose of sale in 
1930?—A. It was very necessary to do it. 

Q. And in your opinion it is still necessary?—-A. Absolutely. 

Q. Now, would it be an unfair question to ask you, how much longer you 
anticipate that this arrangement must go on before you can get rid of the 
quantity of wheat which was handed to you in 1930?—A. Well, I am not a 
seer or a prophet. You must always have in mind the fact that the farmer 
has his wheat to sell. 

Q. I have always in mind this, that your job as I understood it from 
you, was to liquidate or get rid of the wheat grown in 1930 at the best possible 
advantage for the producer?—A. That was for the first year. 

Q. That is a fair statement?—A. And we did liquidate a lot of that crop. 

Q. No, but that is a fair statement of the responsibility which you under- 
took, is it not?—-A. Yes, and we did liquidate a lot of it; but there was some 
left over, as there had been for five years before. 

Q. I do not want to argue at cross purposes with you, Mr. McFarland. 
You started in this business to sell the wheat grown in 1930 and you have 
been trying to do that so that, to the best of your ability, you will protect 
the interest of the producer; you are still trying to do that to-day, you are 
still on the original job of getting rid of the 1930 wheat; is that a fair state- 
ment?—A. Partially so. 

Q. Well, partially——A. There has been other wheat since then, though. 

Q. Oh, yes, but it is always as a consequence haying tried to get a reason- 
able price for the 1930 crop?—A. That is where it started, but don’t forget 
this, back in 1928 and 1929 the carry over started. 
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Q. As far as this committee is concerned, I am dealing only with the order 
in council?—A. We could not sell all the wheat we had unless all the wheat 
in ‘Canada was sold. 3 

Q. But we have been three years trying to get rid of the 1930 crop, is that 
correct? 


Mr. Bowman: The witness has not said that. 


By Mr. Power: 

Q. I am asking that?—A. Part of it, yes. 

Q. Now, it is not possible for you to give us any idea of how many more 
years we will be trying to get that part of it which remains to us?—A. That 
very much depends upon the future, but the first step has been taken in the 
wheat agreement with different countries to reduce acreage and production. 

Q. The first step has been taken to reduce acreage and production; that 
is to say, if no wheat was produced there would be a shortage and a famine 
throughout the world and I have no doubt you would sell your wheat for a 
high price?—A. Well, if there is not overproduction. 

Q. If there is not over-production?—A. Of course, we are not expecting 
anything in the way of a very high price. 

Q. Well now, I am afraid perhaps I will have to run foul of some of my 
colleagues in the committee. I should like to know from Mr. McFarland— 
I should like to get clear in my own mind—the quantity of wheat Mr. McFar- 
land took over and how much he has now, how much of it is physical wheat 
and how much of it is hedges; can I get that?—-A. I think I answered once 
before that there is none of it physical wheat. It is all futures or options. 

Q. It has been suggested to me that I ask you what has become of the 1930 
physical wheat. I suppose it has been eaten in Europe by this time, has it?— 
A. It has been replaced, from time to time, by other wheat. 

Q. It has been replaced by other wheat by the purchase of futures?— 
A. Yes, and the growing of new crops. 

@. Now, can you give me the figures showing what quantity of wheat you 
took over in 1930?—A. In 1930. 

Q. Yes.—A. No, I think J said here this afternoon that I did not have those 
figures. 

Q. Somebody has.—A. Not here. If they had told me you wanted them 
I could have brought them with me. 

Q. Who has them?—A. I could get them in Winnipeg. 

Q. We can have them here by Tuesday, Mr. Chairman. 


The Cuairman: I don’t know. That is up to the committee entirely. 
You must take the responsibility. 


Mr. Power: Well then, I put it this way, we might just as well get that 
settled once and for all. I do not think we can get very much further in our 
inquiry, at least in so far as I am concerned, if I do not know what the quantity 
of wheat was owned or held by the Cooperative Wheat Producers Limited, in 
November, 1930, what quantity he has now, how much he has in physical wheat 
and how much he has had for hedges during the period in which he was managing 
this concern, up to date. 


The CHatrMan: In any event, the witness cannot give you the informa- 
tion to-night, even if he had the sanction of the committee. 


Mr. Power: Well then, Mr, Chairman, in order to ascertain, might I ask 
if we could get that information from the banks; could Mr. McFarland say 
whether we could get that information from the banks. 

The Witness: I do not know whether the banks have that or not. 
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Mr. Powrr: Might I ask you, Mr. Logan, if I may address a question to 
the banks. Mr. Logan, would you have anything like that information. 

The CuHarrMAN: That does not mean, Mr. Logan, that you are to divulge 
the information. 

Mr. Locan: We have the information. 

Mr. Power: You have the information showing the quantity of wheat 
held by Cooperative Wheat Producers Limited at November 30, 1930. 

Mr. Boruwe tu: If I might interrupt, for a moment, we have been hedg- 
ing around this question of whether we are going to disclose the quantity of 
wheat and just where Mr. McFarland stands in the sale of futures, or in the 
amount of advances. I would suggest we do not know but what it might be 
beneficial to the people of Canada and to this committee to know exactly what 
the situation is, and apparently nobody knows except Mr. McFarland himself. 
I would suggest, Mr. Chairman, that you yourself appoint a sub-committee, in 
order to get the figures and if it can be disclosed to this committee, without 
doing any harm, then disclose it. 

The CHARMAN: Well, that suggestion is worthy of consideration. It is 
a fair suggestion and we will take it into consideration, but unless the committee 
definitely states, to-night, that the information shall be divulged to the public 
I am not going to take the responsibility of saying that it be given out. I do 
not know enough about the situation to know whether it would do injury to 
this country or not. 

Mr. BorHwe.u: I come from the prairies and I do not want to see any 
evidence brought out here, or any information brought out that is going to make 
the situation of the western farmers any worse. God knows it is bad enough 
now, and I am sure that every member of this committee feels just exactly the 
same way, and it seems to me that the difficulty could be got over in that way. 

Mr. Power: Mr. Chairman, I am sorry but J think I am entitled to the 
information from whoever has it, and I am going to insist until such time as I am 
told by you, Mr. Chairman, or by my colleagues that I cannot have it. 

The CuHairman: Well, it will have to be your colleagues; they have got 
to take full responsibility. 

Mr. Powsr: Now, what are we going to do about it. 

The CHatrMAn: I suggest that we go on. The information is not available 
from this witness, and I suggest that we go on and finish with Mr. McFarland 
because he must leave to-morrow. The information we do know is available 
from the banks, if it is the will of the committee. 

Mr, Vauuance: Mr. Chairman, everyone knows where I stand. I support 
the member for Swift Current, if this information will do the wheat industry 
and the primary producer particuarly any harm. I have nothing against it 
being divulged, if it is not going to do any harm, but if there is the shghtest 
suggestion that it might do him any harm, then I think it had better not be 
given. 

_Mr. Power: Well, again I say what are we going to do about it. 

The CHAIRMAN: Mr. Vallance, as a fair statement, I am going to ask you 
a question. Who is to be the judge. 

Mr. VALuANce: This committee. 

Mr. Bowman: How about asking Mr. McFarland whether divulging this 
information would be of benefit or not. 

Hon. Mr. Laporntn: Mr. Chairman, may I ask for the purpose of informa- 
tion: There might be some question of whether it is advisable to discuss the 


quantity of wheat owned at the present time or in the possession of the Co- 
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operative Wheat Producers Limited, but in what way could it be injurious to 
know what quantity there was in 1930 when Mr. McFarland says that all this 
wheat has been disposed of and replaced by futures? 


Mr. Coorr: Mr. Chairman, I think a good many of the members of this 
committee find themselves in a bit of difficulty. We do not know just what the 
effect of giving this information to the world at large may be upon the wheat 
market, and speaking for myself—and I take it for granted I can speak for 
some of my friends near me, if not they will have to speak for themselves— 
if this matter must be decided by a vote of the committe now I would decide 
it for myself in this way: If the answer to the question is not going to do any 
good, so far as the wheat market or anything else is concerned, and there is a 
chance that it may detrimentally affect the wheat market or the price of wheat, 
my attitude would be that the question should not be answered. We are in diffi- 
culty in that respect, because we really do not know just what the effect would be. 

Mr. VauLance: Mr. Chairman, I think the world at large knows how much 
wheat is available in Canada to-day. Now, they are exercised to-day, I think, 
about who holds that wheat. If the government, through Mr. McFarland’s 
operations, is holding a larger quantity of wheat than might well be in 
the interest of the trade at large to know, then I am all against that information 
being put out. The world at large knows that Canada has 200 million bushels, 
but as to whether it would be advisable to know who holds that wheat is a 
question I cannot answer in my mind. 

Mr. Artuurs: Would it not be well to ask Mr. McFarland’s opinion as to 
whether this would, or would not, be advisable from his viewpoint as an expert; 
he knows whether the disclosure of the quantity would be to the detriment of 
the trade or not. 

The Witness: I do not like to take the responsibility of giving it out. You 
cannot tell what harm it might do. 


By Mr, Arthurs: 


Q. Would it do any good?—A.-It would do no good, that is sure. 

Mr. Power: It would do no good to the trade, but there are ten millions 
of people in Canada who care. Many of us pay taxes, and after all, with all 
the sympathy in the world for people in the wheat trade we have a duty to 
perform here. We must see to what extent the public is committed to this 
wheat transaction. That is the way I look at it, with all sincerity. I would 
regret if it hurt anybody, but people have been hurt by other transactions of 
government before. 

The CHAIRMAN: Let us settle this question. All those in favour of divulg- 
ing this information to the public will stand up and be counted “ like men.” 


(The Chairman announced the vote as follows:— 
In favour of disclosure, 9; against, 33.) 


Hon. Mr. Lapointe: I do not like to criticize the chair, but is it a new 
mode of putting a question to us, to those who vote one way to stand up “ like 
men.” 

The CHaArRMAN: You can take any opinion you like out of it, Mr. 
Lapointe, as far as I am concerned. 

Mr. Power: Now, I am not trying to get around the matter, or to ask 
the question in an indirect way, but would it be possible to obtain from Mr. 
McFarland this information: Has he actually—either in phyical wheat or in 
futures—more wheat to-day than he had at the time he took over. 

The Cuarrman: Well, he has told you he has no physical wheat. 
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Mr. Power: Well, has he actually more wheat to-day than he had at 
the time he took over. 

The Witness: There is a lot more wheat in Canada now than then; there 
is a lot more wheat in the world too. 

Mr. Power: I doubt whether the people of Canada wish to guarantee the 
sale of all the wheat all over. I understood from this afternoon’s discussion— 
and perhaps it will be the subject of confirmation by the committee, or an 
interpretation of the wish of the committee—can we find out in money, 
without inquiring into the quantity of wheat, what was the position of the 
Cooperative Wheat Producers Limited and the banks and the government 
guarantee at any time during the course of these transactions from November 
30th to date. 

The Cuatrman: If that question has not been decided by this committee 
already, it will be decided by the committee when we meet again. 

Mr. Power: Well I was just asking for your interpretation of it. 

The CuarrMan: I do not understand that we had decided to divulge that 
yet. 

Mr. Power: You have not decided whether or not. Then I will put the 
question. 


By Mr. Power: 

Q. Mr. McFarland, can you tell me what the position was, in money, at 
the end of the crop year of 1931, six months afterwards, that is in January 
of 1932; six months after that at the end of the crop year July of 1932; and in 
January, 1933, and July of 1933; and January of 1934. 

The CHatrmMAN: Mr. Power, in effect is not that. the same question that 
you put in Mr. Duff’s mouth. 

Mr. Power: It has been stated here that by a system of computation one 
could perhaps arrive at the question I am asking. If I cannot ask the question 
I will be satisfied. 

The CHairMAN: There is no reason why you should not ask the question. 
The question is the answer to it, is not that the same thing. 

Mr. Bowman: That same question was asked before and I stated that 
by a process of calculation you could get the information upon which we have 
just voted. 


By Mr. Power: 

Q. I take it from Mr. Bowman that you could get this by a method of 
computation. 

The Wirness: It is possible. 

Mr. Power: So that I take it my colleagues in the committee still bar 
me from requiring an answer to that question, Mr. Chairman. 

Mr. CuHarrman: It is up to the committee. 

Mr. Power: Well then, I will put the question. 

Mr. Baker: I move the question be not answered. 

Mr. Power: I am ready for the question on the question. I think surely 
we ought to know to what extent, in money, we are involved, or have been 
involved at any time since this thing started. I submit that to the committee, 
otherwise I do not know why we took the trouble to bring Mr. McFarland here, 
or why we took the trouble to go into the investigation at all. 

The CuHamrMAN: Mr. Power, are you pressing the question. 

Mr. Power: Yes. The whole point of this investigation is bound up in 


this question, as far as I am concerned. 
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The CuarrmMan: I would not think so from the terms of reference. 

Mr. Vauuance: It has been suggested by Major Power that this be given 
for every six months. I do not want it given up to the 15th of March without 
knowing all the other six month periods, because I want to know where it 
has stood at all times. If it is given for six month periods the picture will be 
different according to each answer given by Mr. McFarland. That is the only 
way that I will agree to it. 

The Cuarrman: What you mean is you do not want to know it at all. 

Mr. Power: That is satisfactory to me. 

The CuHatRMAN: Gentlemen, the question is, shall we have the information 
asked for in Mr. Power’s latest question divulged to the public or not. All 
those in favour will please stand up. 

Hon. Mr. Ratstron: Do I understand the question to be, whether we shall 
have divulged to this committee, and, of course, placed on the public records 
the facts as to the standing of the amount of the guarantee involving the 
producers and the banks for every six month period, valuing the wheat as at 
market price as of those particular dates, is that the question. 

The CHaAtrMAN: That is my understanding of it. 

Hon. Mr. Ratston: Well now, Mr. Chairman, I do submit to the committee 
that there cannot be—I do not think that there ought to be—any question about 
that. Should not we know to what extent Canada is and has been committed? 
It does not give away the quantity of wheat; it simply represents the cash 
position and the amount of liability which exists under those very comprehensive 
guarantees as of these different dates. 

Mr. Ernst: What does it matter what we have been committed to. It is 
what we are committed. to. 

The CuHatrMAN: The position is this, as I understand it, if the cash posi- 
tion is divulged then the quantities are easily calculated. 

Mr. Vauuance: It can be done. If Mr. McFarland gives me the position at 
a given period I can pretty well tell him what the quantity is. 

The CuHarrman: Those in favour of giving this cash position at the different 
periods will please stand. 

(The Chairman announced the vote as follows: In favour of disclosure of 
cash position, 16; contra disclosure, 26.) 


By Mr. Spencer: 

Q. I would like to ask Mr. McFarland a question. In reply to a question 
by one of the members as to the position in which Mr. McFarland found the 
Cooperative Wheat Producers in when he took over the management I think 
he said he found it in a bad way. I would like to ask if that condition was not 
brought about through the extremely very heavy drop in world prices of wheat. 
—A. Oh yes, entirely by the heavy drop. 

Q. And that all grain interests in Canada found themselves in the same 
position on account of the drop in the market.—A. Some of them, not all of 
them. 

Q. If the Pool was in a bad way it would affect all other agencies handling 
grain—A. No, because many of them were hedged, you see, but the balance 
were unhedged to a greater extent. s 

Q. I mean to say, it would look from the records as if there might have 
been bad management, and I want to find out whether it was on account of 
the very heavy drop in world prices at that particular time——A. It was the 
heavy drop in world prices that reduced the margins to the banks to such a 
dangerous level that unless something had been done they would probably have 
thrown the wheat on the market and caused a debacle throughout the whole 
Dominion. 
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Q. The banks holding the wheat as security naturally would not want to 
carry the loans if the wheat was dropping rapidly, and if assistance was not 
given to the wheat producers they would probably force sale in their own 
defence. I take that as granted. I take it the tendency would have been, if 
the government had not come to the assistance of the banks with a guarantee, 
that the banks in self defence would have forced the wheat on to the market. 
—A. That was the danger at the time. 

Q. I understand you said that one of the conditions on which you 
accepted the managership of the Cooperative Wheat Producers Limited was that 
the agencies in Europe should be closed—A. Yes. 

Q. And may I ask if you feel—you need not answer this if you do not 
want to—that with past experience that was a good thing.—A. I think they 
were better closed. I think it removed a certain amount of ill feeling over 
there that had existed, or had grown up, against the system of a large organ- 
ization going over there and attempting to sell their wheat direct to the millers 
and cutting out all the middlemen. 

Q. Well, may I ask if it is not a fact that very large organizations both 
in Europe and Great Britain control the purchase of wheat—aA. Well, recent 
years have developed the fact that big milling companies pretty well control the 
purchase of wheat in the United Kingdom, just a few milling companies. 

Q. Then, as sales are being carried on to-day, it is only being sold possibly 
through a few agencies.—A. Yes, there are only a few millers and there are 
not so many agencies over there as there used to be. 

Q. Well, the next point is, that you did what you could in supporting 
operations which was not only of benefit to the Cooperative Wheat Producers 
but I take it it was also of equal benefit to all grain interests in Canada. 
A. It was of benefit to all of the farmers. 

Mr. Power: I want, Mr. Chairman, to declare in view of the fact that my 
colleagues in the committee will not permit me to go into the questions which 
I wished to study in making my motion, I have no further questions to ask 
Mr. McFarland, and, in consultation with those of my colleagues who feel the 
same way as I do, they have advised me not to ask him any further questions 
because it woud be useless and only wasting the time of the committee. 


By Mr. Lawson: 

Q. Mr. McFarland, am I correct in saying that when you speak of sup- 
porting the market in wheat you mean keeping up prices?—-A. Yes, maintaining 
a level. 

Q. Maintaining a level of prices?—A. Not a definite hard and fast level 
but a level with some elasticity in it. 

Q. Is there any way of supporting a market of which you know other 
than the orderly regulation of selling what you may have to sell, or alternatively 
being a buyer of future contracts?—A. There is no other w ay. There must 
be buyers, or the price is going to drop. 

Q. Then have you on behalf of the Cooperative Wheat Producers Limited 
been a buyer of future contracts for the purpose of supporting the wheat 
market?—A. Yes. 

Q. Would the price of wheat on occasions have been lower than it was if 
you had not been purchasing wheat futures?—A. That is theoretical, but there 
cannot be any doubt about it; I am not the only one who has made estimates, 
others who are well positioned to know have made estimates ranging at a 
considerable number of cents per bushel. 

'Q. I may take it then that that is your conclusion as an expert?—A. Well, 


I would not say that I am an expert. 


Q. Well, from your knowledge of dealing in wheat?—A. As a young fellow 


trying to get along, why, I think that is correct. 
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Q. As you have been so successful, Mr. McFarland, I am glad to accept 
that qualification. May I divert for a moment to something else: The sellers 
of wheat, as I understand it, are the grain elevators, the wheat pools or others 
who have taken wheat from the primary producer and who, in order to finance, 
must hedge?—A. They are the sellers. . There might be other sellers who would 
be selling short in addition to that. 

Q. I mean in the main.—A. They are the main sellers of wheat. 

Q. And is the price which the primary producer receives for his wheat 
to any extent affected by the price at which the grain elevator may hedge — 
A. Entirely. 

Q. Entirely?—A. Yes. It is based entirely on the price at which they 
can hedge. 

Q@. May I, therefore, conclude that when you support the market either 
by the orderly sale of cash wheat which you have, or by the purchase of 
futures, you are maintaining a higher price for wheat for the primary producer? 
—A. I woud answer that in the affirmative. 

Q. Then would it have been possible for you to have supported the market 
and to have accomplished that result unless the government had guaranteed 
the moneys which were secured from the banks?—A. Absolutely impossible 
without it. 


By Mr. Duff: 

Q. Mr. McFarland, if the situation had been different and if there had 
been less wheat to market, if there had not been such a great carryover from 
1929 and 1980, if it had all been cleaned up in those years and we had a new 
start say, in 1921, in your opinion would the price be better for wheat to-day 
than it is in spite of the fact that you have endeavoured in the past three years 
to strengthen the market, or help to bolster up the market both with the help 
of the government and the banks, and your own ingenuity?—A. I would 
say yes. 

Q. You would say the price would be better; and after all is said and done— 
—A. If the tables were all clear. 

Q. Yes, if the tables were all clear, say in 1930, when you took charge, and 
we are only since then trying to dispose of wheat raised in 1931, 1932 and 1933, 
would not the price of wheat in the world market, and especially Canadian wheat, 
be much higher than it is to-day.—A. I cannot answer that, I do not know. 

Q. No, but in your opinion as a good business man—A. That would be 
based on the disappearance of 130 million bushels that was on hand on the 1st 
of August, 1931, would it not. 

Q. Well, if that wheat was out of the way.—A. It is a question whether 
the disappearance of that 130 million bushels would have made the price higher. 
The rest of the world, you must remember, would have had what they have got 
or what they had. 

Q. But taking that 130 millions of bushels off the market.—A. No, it would 
not. 


Mr. Hackett: It would not have been more. 
Mr. Durr: It might have been. 


The Witness: The only way that a country can sell its wheat is when they 
have to sell it for export. Any sales made in the pit to speculators go back 
into the pit again. The onJy sales made in the pit that stay out of the pit do 
not go back again because the sellers and exporters grind it up and ship it out 
of the country; but speculator stuff aways comes back into the pit. Say it is 
sold for May delivery. He is not going to take delivery of it in May; he is 
going to resell it again, and someone has got to be there ready to buy it or the 
price bottom falls out. 
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By Mr. Duff: 

Q. Is it not true, Mr. McFarland, I think it was in 1929 that somewhere 
around 10 million bushels of wheat could have been sold which were not sold 
either by the Grain Exchange or by the elevators, or by the producer.—A. No, 
I do not believe that. 

Q. Is not that when the market got in this position—A. Of course, our 
hindsight is better than our foresight. Some people thought it could have been 
sold but if you look at statistics you will see that it could not have been sold 
because the importing countries had all the wheat they could use and, therefore, 
there wasn’t any chance of them buying any more. They bought all they 
needed and there was nothing more to be said about it. It was a straight case 
of over-production which has been in existence for the last five years or more 
and we are just wakening up to it. You cannot make people consume some- 
thing they do not want. 

Q. If there had been more wheat sold in 1929 than in 1930 would not the 
price have been higher.—A. I do not think so. It would not have increased the 
sale. 


By Mr. Coote: 


Q. Just a few questions arising out of the evidence that has already been 
given. It is not correct to say that the present world carry-over is just about 
what it was as a result of the big crop in many countries of the world in 1928.— 
A. The world carry-over last August Ist was 136 million bushels more than it 
was on August 1, 1929, just after the big crop. That was an enormous crop 
in 1928, 

Q. In other countries outside of Canada as well—A. Yes, leaving out Russia 
though. They raised that year three billion nine hundred and five million 
bushels. There was a good deal of hope in the market of 1929 that prices might 
advance not because there was a short world crop, not at all, at least what the 
world thought was short. North America in 1929 had 600 million bushels less 
production than she nad in 1928; some other countries had 100 million bushels 
more. The net result was that the 1929 crop was 500 million bushels less than it 
was in 1928. Many people thought that would create an equilibrium at the 
end of the year and that the big surplus in 1928 would be wiped out. The result 
was, however, that it only reduced it 48 million bushels as at August Ist, 1930, 
so although they raised 500 million bushels less in 1929 it only reduced the world 
carry-over 48 million bushels. 

Q. Do the figures you have given us include Russia or China.—A. They do 
not include Russia or China. Russia and China did not concern us, except inas- 
much as what Russia ships out or what China purchases. 

Q. Yes, but they are the biggest consumers, amongst the biggest consumers 
of wheat in the world——A. Yes, and big producers. 

Q. Just to clear up I think what might have been a wrong impression, in 
the operations to maintain a certain price level for wheat at Winnipeg was that 
operation in behalf of all wheat producers or only for those who belonged to the 
Pool?—A. On behalf of all wheat producers; it was to the benefit of all. 


Mr. Coors: I just wanted to get that clear for the benefit of some members 
of the committee. 


By Mr. Spencer: 


Q. We have heard a great deal of talk, that the trouble in the grain trade 
was brought about by the wheat pools of western Canada holding a great deal 
of wheat off the market. I would like to ask Mr. McFarland if when he took 
over his present position, he can give us in round figures the amount of wheat 
carried over by the Pool and the amount carried over by the rest of the grain 
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trade?—A. August 1, 1930, would be the date you would be interested in. At 
that time the Pools held about 50 per cent of the carry-over and the balance 
of the trade the other 50 per cent. 


By Hon. Mr. Ralston: 


Q. Mr. McFarland, you have told the committee that the physical wheat 
which you took over in 1930 was turned into futures. Just for the purpose of the 
record and for the purpose of those of us who are completely ignorant of the 
wheat market, will you tell us what that means?—A. I will just give you an 
illustration of that: Supposing last October, we will say, some person had ten 
thousand bushels of cash wheat. It is worth a certain price at that time relative 
to the May future. They sell the cash wheat and take the May future instead. 
In other words, they are long ten thousand May wheat instead of being long ten 
thousand cash wheat. 

@. And when you say “they,” that means in this particular instance the 
Canadian Co-operative?—A. Yes. 

Q. They have ten thousand cash wheat, as you call it, or many millions of 
cash wheat, and they sell that and buy, it may be May futures or July futures 
or October futures; they turn that wheat into options instead of carrying the 
physical wheat, is that correct?—A. Yes. 

Q. And then when May comes and they find that the market is down and 
that wheat cannot be sold for the amount which was contracted to be paid for 
what is done?—A. It is switched then to the next month, July, and by doing 
that we have carried our wheat at an average of about 10 cents per bushel for 
each twelve month period instead of 154 to 16 cents which it would cost to carry 
the physical wheat in the terminal elevators. 

Q. Let us see now, what do you mean by switching. The May wheat was 
bought at 50 cents, say and if wheat went down to 45 cents that wheat has to 
be taken at a loss theoretically, of 5 cents a bushel?—A. I will give you an 
illustration. 

Q. But that loss of 5 cents has to be taken, has it not, between the price 
which prevails in May and the price which was contracted to be paid for the 
May futures—A. I do not understand the hypothetical question. 

Q. Just take an ordinary transaction, buying ten thousand bushels of May 
wheat at 50 cents. That means that somewhere between the 1st and 31st of 
May you have to take delivery of ten thousand bushels of wheat and pay 50 
cents for it. May wheat at that time is only 45 cents——A. That would be a 5 
cent loss. 

Q. Therefore, you would take a 5 cent loss. Now then, in order to switch 
as you say, what you mean is that you buy another future to see if you can 
recoup that loss—A. No, you sell the future you have got and buy the next 
future. 

Q. Yes, but you sell it at the prevailing price at that time—A. That opera- 
tion is done; the elevator companies have got their hedges in May option; they 
have got it sold and we have got it bought; before the 1st of May they may 
come to us and say they will switch this for us at 14; we pay 14 to them and 
that wheat is carried over a month more. 

Q. And then in July it comes again that wheat is still down below the price 
which you agreed to pay for your July delivery, and another switch is made, 
to use your term.—A. That figure I gave you is the carrying charge. 

Q. And, in addition to that, while you are switching in connection with the 
particular transaction you are engaged in the other operation which you have 
described to us to-night of supporting the general market, and you are probably 
purchasing other futures outside the futures you started with, or the physical 
wheat with which you started—A. We may do if it were the Fall of the year 
when there are heavy deliveries and sales to take care of. 
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Q. You did, as a matter of fact—A. Last Fall, yes. 

Q. Every Fall from 1930 on you have increased your holdings of wheat, 
have you not.—A. No. 

Q. I though you said to Mr. Power that you had more wheat on hand to- 
day in the shape of futures than you had to start with, from 1930.—A. We did 
not increase it in the first year. 

Q. I am talking about from the time you started with your operations in 
1930 until this day of Grace March 22nd, 1934; you have considerably more 
wheat on hand, or you are responsible for considerably more wheat than when 
you took over——A. No, I would not say that. There was considerable wheat 
when we took over, and we sold a lot of that wheat between then and the Ist 
of August. We have more wheat on hand to-day than we had on hand the Ist 
of August, 1931. 

@. And you do not say ‘an you have more wheat on hand than when you 
took over in 1930—A. No. Well, probably we have. 

Q. Everybody else thinks so, perhaps they are wrong.—A. I think we have. 

Q. And haven’t you by millions of bushels? I am not asking the number, 
but haven’t you millions of bushels more on hand than when you took over.— 
A. Yes, we have got some wheat on hand. 

Q. Yes, and I say by millions of bushels——A. I will say millions of bushels, 
yes. 

Q. And, to use a commonplace, you have been rolling it over in the hope 
that some of these days there might be a wheat shortage—-A. Not for that 
reason at alll. We have been rolling it over because we had to do it to maintain 
the price in the country. 

Q. I know, but in the hope that some day you might come out clean.— 
A. We live in hopes, you know that with reduced production we wil: probably 
clean up that way. 

Q. In the hope of a short crop, or reduction in crop, or that some fortuitous 
circumstance will happen to relieve you of what you took over plus what you 
have taken on since——A. But we are not holding it off the market, we are not 
holding it from export. 

Q. But you are easing it into the market in order not to break the price — 
A. We are easing it into the market. 

Q. And you are at times having to purchase wheat in order to support the 
market.—A. We do that. 

- As a matter of fact, last summer you sold wheat, when wheat was high. 
—A. Yes. 

Q. And you bought probably just as much a little later—A. No. 

Q. How much—A. We bought back about the same amount as we sold. 
Speculators bought it and it had to be thrown overboard and someone had to 
buy it. 

Q. And you are where you started, as far as 1933 is concerned, and what 
vou have been doing is trying to create a demand for the wheat that you have 
by purchasing it yourself—A. No, I would not say that. 

Q. Is not that so—A. That does not create a demand. 

Q. Does it not—A. No, only supports the price until the consumer wants it. 

Q. It does not create a demand.—A. No, I do not see how it creates a 
demand. 

Q. You have been selling and you have been buying.—A. There is nothing 
creates a demand. Demand is constant. There is nothing you can do to in- 
crease a demand or consumption. 

Q. You create a demand if you take it off the market—A. We create a 
support so as to maintain a price level. 

Q. You create a support. In other words, you have taken so much wheat 
off the market, is not that so—A. Yes. 
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Q. And the speculator has disappeared entirely has he not—A. Not entirely, 
but he is not very much in evidence, and has not been for a long time. 

Q. Was the speculator any help to the market at all—A. Well they do say 
the speculator carried the hedges, but you know what they said before the 
Stamp Commission. They said 99 per cent of them lost money and since that 
time the speculator is a little leary about carrying hedges. 

Q. I am asking you if the speculator is useful in connection with the mar- 
ket. Would you rather have the market with the speculator in or out?—A. I 
would rather have the market with the speculator in. 

Q. And the speculator is not in?—A. No. 

Q. And is it the result of your operations that has put the speculator out?— 
A. Absolutely not. 

Q. The investor is still there?—A. I do not know whether there are any 
investors left. 

Q. The results are, first the speculator is out and secondly that there is a 
large quantity of wheat overhanging the market known to be in hands close to 
the government?—A. Yes. 

Q. And that has something of a depressing effect on the market?—A. I 
would say not as depressing an effect as it would have if a large quantity was 
held by a Jot of group holders who were liquidating it causing a chaotic condition 
in the market. 

Q. It might not have as depressing an effect if it were not someone other 
than yourself who was handling it?—-A. The position is open to anybody that 
wants it, Mr. Ralston. I am not here from choice at all. 

Q. I am not saying that sarcastically at all—A. Well, it sounded like it 
to me. 

The CHAtRMAN: You do not think you want to press that question, Mr. 
Ralston, do you. 


By Mr. Ralston: 


Q. Now Mr. McFarland, do you know that the guarantees run until you 
have actually disposed of not only the physical wheat but all the future cortracts 
which you have?—A. I do not know much about the guarantees. 

Q. Well, Mr. McFarland, you know that the government is financing it, do 
you not?—A. Yes. 

Q. And have you ever had any intimation that you had to close out?—A. 
How do you mean “close out’? 

Q. To close out, to dispose of your stock?—A. No hard and fast instructions. 

Q. You use your own discretion in that?—A. We are supposed to sell wheat 
where there is a consumer demand for it and get it out of the country. 

Q. And I say you are to use your own discretion to how much wheat you 
will sell from time to time?—A. Considerably that way. 

Q. And you know as far as any instructions that you may have are con- 
cerned, you may hold it as long as you think it prudent?—A. I have no such 
instructions whatsoever. 

Q. Have you any instructions as to how long you are to hold it—A. None, 
I don’t know how long. 

Q. And, as far as you know, the guarantee runs until you have actually 
disposed of all these future deliveries—A. I don’t know that at all. 

Q. You don’t know anything about it—A. That is wrapped up in the 
inscrutable future, as far as I know. 

Q. I see. As far as you know you may hold this wheat and dispose of it in 
the market or handle it as you think fit so long as you care to stay on the job 
and consider it prudent to hold it—A. I cannot answer that question. 

Q. Well, you have no instructions at all—aA. No. 
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Q. And have you had any instructions with regard to disposing of it, or 
have you been allowed to exercise your own discretion entirely——A. I am told to 
dispose of wheat, when it is possible to dispose of it, and we are disposing of it 
within the terms of the concluded agreement. 

Q. And to buy it when you think it is desirable to buy it.—A. It could 
happen that way. 

Q. No, no, but is not that part of your instructions too.—A. If it is a 
matter of taking hedges, certainly. 

Q. Just look at this order in council, 685. There is an expressed condition 
in the order in council—perhaps you don’t know about it—the order in council 
of the 12th April, 1938; 

The Minister is advised that at such date Wheat Producers had in 
its possession wheat acquired in connection with and pursuant to said order 
in council. 


Had you physical wheat on hand on the 12th April, 1933-—-A. What was the 
last question, Mr. Ralston. 
Q. Order in council P.C. 685, 12th April, 1933: 
The Minister is advised that at such date Wheat Producers had in 
its possession wheat acquired in connection with and pursuant to said 
order in council. 


I am asking you if you had any physical wheat on hand on the 12th April, 
1933?—A. From my recollection, no. 

Q. Then you do not know who advised the Minister to recite that in the 
order in council?—A. I think that refers to futures, 

Q. No, Mr. McFarland, because if you will read along a little further 
you will find that futures are referred to separately——A. It is possible that 
whoever drew this up may have thought that we had both physical wheat and 
futures. We have had physical wheat. Last May we took delivery of a lot 
of wheat for Fort William. 

Mr. Ernst: My friend has no right to ask the witness to interpret a 
document. The document speaks for itself. 


By Mr. Ralston: 


Q. I have not asked a question on any matter of law or on any matter 
of interpretation. I have just simply asked Mr. McFarland whether he had 
any physical wheat on hand on the 12th April, 1933, and he has said he had 
not.—A. That is to make provision for the possibility of handling it. 

Q. You thought the order in council referred to futures, and I have pointed 
out to you that futures are referred to in a subsequent clause:— 

. and that contracts for the purchase and future delivery of wheat 
and other grains had previously been entered into by wheat producers, 
as contemplated by and in pursuance of said order in council. 


A. I will tell you what it means now. 


Q. Mr. Ernst says you cannot tell, but I am perfectly willing for you to 
tell —A. I can tell you what it means. This is in April. In May we were 
taking delivery of wheat at Fort William. This is to cover the possibility of 
taking delivery of that wheat and paying for it. 

Q. The date of the order in council is 12th April, 1933, the date which 
is recited is the date on which you had physical wheat, the 31st March, 1933. 
Perhaps you would like to change your answer?—A. I do not know. 


Mr. Rauston: Would the banks know. 


The Cuatrman: They would know from the report. 
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By Mr. Mercier: 


Q. If a man were to buy ten thousand bushels of wheat at 50 cents a 
bushel with delivery, say, six months hence, how much would he have to pay 
in the future?—A. He would have to pay 50 cents a bushel for it or $5,000, 
if it were physical wheat. 

Q. Would he have any storage to pay?—A. If he took delivery of it, he 
would have to pay storage from then on. 

Q. What would he have to pay?—A. A cent and a half a bushel storage, 
and he would either have to use his own money or else borrow the money 
and pay interest on it. 

Q. He pays storage of only one cent a bushel.—A. Yes, a cent a bushel. 
I think I said a cent and a half. 


By Hon. Mr. Lapointe: 


Q. As to the guarantee by the government, I do not see in the orders in 
council any fixed amount of a guarantee. Do you know of any understanding 
that there should be a maximum amount that you could not go above—A. 
That was a matter of arrangement between the government and the banks. I 
had nothing to do with that. 

Q. You have no knowledge of it—A. No. 


By Mr. Bothwell: 


Q. Mr. McFarland, you stated that you were able to carry these futures 
at 10 cents a bushel per year whereas if you had the actual physical wheat it 
would cost you 15 cents.—A. Yes. 

Q. Well, the wheat was still there according to what you told us, on the 
Ist of August, for instance, 1933, there was about 50 per cent of the physical 
wheat in Canada held by the wheat producers. Who pays these elevator 
charges, if you did pay and save 5 cents there, who actually pays it—A. It can 
only be explained in one way and that must be taken up by the storage men. 

Q. So that the storage men take a loss of 5 cents, do they A. They do 
not take a loss. That is not a loss to them, they don’t make so much, that is all. 


By Mr. Vallance: 


Q. Mr. Chairman, if you are through with Mr. McFarland on this 
particular question, there is another question that I was asked to draw to Mr. 
MeFarland’s attention, and I know the committee will bear with me while I 
suggest this question. Mr. McFarland, when you became manager of the 
Central Selling Agency in 1930 was there a certain volume of Durum wheat 
then being delivered to the Pools—A. It had been delivered and I suppose some 
was still being delivered. 

Q. I am talking about 1930 when you took over.—A. Yes. 

Q. Well then, was it the policy of the Pool to keep separate each grade and 
type of wheat and pay to those delivered the amount received from the sale of 
same—A. That refers to the Manitoba Pool because they held Durum wheat. 
Durum wheat so far as the Manitoba Pool accounting system was concerned, 
and so far as its banking was concerned, was not kept separate from other wheat 
or other grain. ; 

Q. The Durum was not kept separate—-A. The physical wheat itself was 
kept separate, but in the accounting system it all went into the bank under the 
same name. It was not kept in a separate account. 

Q. Was all the money received from the sale of Durum wheat in the crop 
year 1930-31 paid back to the producer—A. No. 

Q. Has he been paid since—A. No. 
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Q. Can you give this committee any reason, Mr. McFarland, as manager 
of the Central Selling Agency why that was not paid back.—A. Well, the 
Manitoba Pool is insolvent. 

Q. It is insolvent.—A. Jt is really insolvent. The Manitoba Cooperative 
Company went into liquidation did it not. 

Q. Well then, am I to understand, Mr. McFarland, that this half a million 
dollars that is past due, the Durum wheat growers can consider that a loss. 
—A. The Pool Company itself, while it got that money yet it was short of 
money on other stock and they did not have the money to pay for it. They 
got their initial payment in full the same as all the other farmers got on their 
wheat. 

Q. Am I to understand then that the Durum wheat growers have to lose 
that amount of money in order to meet the accounts of the general wheat 
situation —A. That is a matter between the Pool members of the Manitoba 
Pool Company. 

Q. But, Mr. McFarland, you were the manager at that time—A. No, this 
all happened before I got in there. Practically all that wheat was delivered 
and sold. 

Q. Before you took over—aA. That Durum, yes. There was some of it 
left over. The trouble there is, that the Durum farmer got his initial payment 
on the same basis as all the other farmers got for the different varieties of 
wheat. 

Q. Excuse me, Mr. McFarland, you are not intimating to me that the 
Durum farmer got the same advances or initial payment that say the Marquis 
spring wheat farmer got for his?—A. Not exactly the same, but they got what 
they decided at that time was a fair division between the two. I had nothing 
whatever to do with this particular transaction no more than the man in the 
street. I had nothing to do with anything except the Central Selling Agency. 
IT am simply trying to elucidate your question. - 

Q. In connection with this Durum wheat situation you had nothing to do 
with it?—A. I had nothing to do with it. We sold the wheat and turned the 
proceeds back to the Manitoba Cooperative. 

Q. You mean you sold it?—A. It came through Central. 

Q. Surely you as manager would have something to say about the disposi- 
tion of it?-—A. No, nothing at all. 

Q. You merely passed the money in to them and they disbursed the money 
to those who contributed the wheat?—A. We had nothing to do with their 
customers after that. 

Q. So that you as manager had nothing to do with it after all?—A. I was 
only manager of the Central Selling Agency and had nothing to do with the 
disposition of the money. I have told you that, and I have told them that. 

Q. Well, you do not mind if I tell them that you have told me so?—A. No. 


The CuairMan: Gentlemen, are there any more questions that any mem- 
ber of the Committee would like to ask Mr. McFarland? Mr. McFarland, is 
there anything that you would like to say before you leave the stand. 


The Witness: Gentlemen, I thank you very kindly for the manner in 
which you have treated me. I want to refer back to the terrible times that we 
have had, I mean myself. I have gone through a Jot of troubles worrying about 
this wheat pool. There is only one thing that has been a sort of solace to me 
through it all, and that is that nobody can say that I have prolonged the selling 
of this wheat in order to retain a lucrative position. 

Looking back at the problems that have confronted Canada, as well as 
other exporting countries, we find France with an 85 cent per bushel duty, with 
restrictions on milling and quotas, protecting their farmers up to the hilt so that 
they will get big prices for their wheat and encourage them to raise more; and 
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that has been going on for three years. Germany with $1.62 duty doing the 
same thing. Italy with $1.03 duty and doing the same thing, their farmers all 
protected behind great tariff barriers, barriers that it is impossible for our 
farmers to climb over. ‘Then there are other lesser countries doing the same 
thing to a smaller degree but to a considerable extent increasing the prices to 
the native farmers in those countries. Then we look at Australia. Australia is 
bonusing her farmers. This year they are paying $1,500,000 to their farmers. 
The Argentine has virtually got a wheat board, giving their farmers a good deal 
more money for their wheat than what they are selling it at overseas. The 
United States during this period have spent I don’t know how much of that 
$500,000,000 in support of wheat farmers, in all probability $150,000,000 or 
$200,000,000 of it has gone to American wheat farmers. Not only that but now 
they are paying them a processing bonus of so much per bushel in order for the 
American farmer to get through these trying times of depression. Japan pro- 
tects her farmers to the extent of about 40 cents a bushel. China protects her 
farmers against our cheap wheat to the extent of 9 cents, I think. These are all 
the difficulties that our farmers have had to face in these trying times. But if 
you will only realize that in these three years, or a little more than three years, 
the western farmer has marketed upwards of one billion bushels of wheat—and 
he has marketed that under these operations—and again nobody knows to what 
extent he has profited on a billion bushels; I do not know what he has profited, 
but. $100,000,000 would be a small guess, and all that has gone to the benefit 
not of the western farmer only but to Canada as a whole. 

How can anybody complacently stand by and see the western farmer 
eliminated when he has contributed some 31 or 32 per cent of the external trade 
of this country for the last twenty years? Could we stand by and let him be 
eliminated in a world that had barricaded itself against other exporting coun- 
tries to support their farmers? No matter how much wheat had been guaran- 
teed, and I do not know to what extent it has helped, but I will say this much: 
That a 10 per cent increase in the price of wheat would create a condition where 
there would be no call under government guarantees. Now 10 per cent is not 
much of an increase. I am somewhat of an optimist even yet, although I have 
had a lot of hard knocks. I have been asked to go over to Rome to attend this 
advisory council. What the discussion is going to be there I do not know, and I 
do not know what can be accomplished, but I have hopes that something yet 
will be worked out, that this wheat will be worth a littl more money. The 
importing countries want the price up too. I forgot to mention the United 
Kingdom. Like all other countries, they are helping their farmers to the extent 
of $1.35 a bushel. I do not think this country has contributed very much to 
the western Canadian farmer, in view of the handling of a billion bushels of 
wheat and all the benefits that have accrued to the rest of Canada by the 
increased price which I am positive has been brought into the country. 


Mr. Power: May I point out in answer to Mr. McFarland’s speech, that 
I have no apology to make. As far as I know, no one here is opposed to giving 
any assistance to the western farmer, but in so far as I am concerned, and in so 
far as some of my colleagues are concerned, what we want to know is the extent 
of that assistance and how it has been furnished, and that we do not seem to be 
able to get. 

The CHarrman: That is not my fault. If it is not too late we might 
hear Mr. Logan, or if you prefer we shall adjourn until to-morrow morning at 
10 o’clock. Mr. McFarland will have to go away to-morrow. 


Mr, Durr: Mr. Chairman, before you call Mr. Logan, I understood that 
the vote of the committee a few minutes ago precludes us from asking any 
information with regard to the financial condition of this wheat operation. If 
that is so, there is no necessity for calling Mr. Logan, the thing is concluded. 

[Mr. John I. McFarland] 


BANKING AND COMMERCE 261 


The CHarrMan: I do not think so. I think he has a lot of information 
to give us, at least that is my understanding. 


Mr. Durr: I do not think Mr. Logan can give us any information with 
regard to the financial operations of this venture. 


The CHAIRMAN: I am not sure that that is correct. 


The witness retired. 


S. H. Logan called. 
WHEAT POOLS 


ORIGIN AND HARLY FINANCING 


Everyone is fully familiar with the purposes for which the Wheat Pools 
were formed. The movement originally started in 1923 in Alberta with the 
formation of a company known as the Alberta Co-operative Wheat Producers 
Limited. Later on similar companies were organized in Saskatchewan and 
Manitoba. There was also formed a company known as the Canadian Co- 
operative Wheat Producers Limited, which concern acted as selling agents 
for the provincial pools. As is well known, the pools did not hedge their 
grain holdings, as to do so would be inconsistent with the pooling principle. 
The procedure followed was to make an initial payment as the grain was 
delivered by the farmers, interim payments throughout the season as sales 
warranted and a final payment when the entire crop had been sold. All grain 
was shipped to the terminals by the provincial pools to the order of the 
Canadian Co-operative Wheat Producers Limited. This company applied to 
the banks for and was granted credit against terminal grain documents under 
section 86 of the Bank Act. At this time all financing for the three provincial 
pools was done through the Canadian Co-operative Wheat Producers Limited 
(the Central Selling Agency) and in addition to the security in the form of grain 
the banks held the open guarantees of the three provincial pools. This repre- 
sented considerable worth as their elevator and commercial reserves amounted 
to $22,023,726, practically all invested in grain elevators, flour and coal sheds, 
dwellings and terminal elevators. 

In the absence of hedging the banks stipulated for a higher margin than 
‘that usually provided by the grain trade and 15 per cent was set. It was 
an underlying condition of this arrangement that the initial and interim pay- 
ments would be set at figures which would enable the pool to maintain that 
margin—in other words, that the pool membership would carry the hedge— 
and that the lending banks would be consulted beforehand. 

As a matter of convenience in keeping in touch with the pool officials 
and the operations of the pool, the banks arranged with the pool to set up 
what was called the Lending Banks Committee, consisting at first of three 
members and later on of one official from each lending bank, with one of the 
number acting as chairman. The lending banks were— 


Bank of Montreal, 

The Royal Bank of Canada, 

The Canadian Bank of Commerce, 
The Bank of Nova Scotia, 
Imperial Bank of Canada, 

The Dominion Bank, 

The Bank of Toronto. 


The practice was for the pool to distribute the loans between these banks pro 
rata to capital. 
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For several years the operation of the account involved no serious problems 
in so far as the banks were concerned, as prior to 1928 the company throughout 
each season maintained sales at a level which resulted in satisfactory repay- 
ment of the loans. In 1928, however, they carried about 50,000,000 bushels 
unsold into the 1929 season. This resulted in the banks carrying over loans 
of approximately $69,000,000 against total stocks of over 77,000,000 bushels 
including grain sold but not delivered. 


PROVINCIAL GOVERNMENT GUARANTEES 


During the fall of 1929, generally speaking, there was a lack of export 
demand. Late in January, 1930, the market was acting very badly and on 
the 29th of that month when May wheat was $1.272 and cash wheat $1.223, 
the pool officials asked the chairman of the Lending Banks Committee what 
the attitude of the banks would be should wheat further decline to a point 
where the company would be unable to furnish the required margin of 15 
per cent, which point was said to be $1.18 or $1.19 on a May basis. If the 
banks insisted on the margins being maintained, it would then become neces- 
sary either to reduce the initial payment or to sell grain in sufficient quantity 
to enable the margin percentage to be maintained, or both. The chairman 
told them that he could not give an answer without consulting the other banks 
but he felt that the banks would likely expect margins to be maintained even 
at the expense of some liquidation of grain holdings. Obviously, the pool 
officials then, and without awaiting any further intimation of the attitude of 
the banks, approached the governments of the three Prairie Provinces for their 
guarantees, for at the next meeting which they had with the Lending Banks 
Committee on Ist February they said that they were in a position to furnish 
such guarantees in place of margin. 

In due course the formal unconditional guarantees of the provincial goy- 
ernments of Manitoba, Saskatchewan and Alberta were furnished, which guar- 
antees were made to expire on 31st July, 1930, as to new advances. 

In the first week of August, 1930, the three provincial premiers and pool 
officials came east and had a conference with the banks, as an outcome of 
which the banks agreed to make additional advances of $4,000,000 to the 
company to complete the financing of the 1929 crop, against the written 
undertaking of the premiers on behalf of their respective governments to guar- 
antee repayment unconditionally. The premiers made it clear that they were 
determined to stand behind the pool in connection with the situation which had 
developed in respect to the marketing of the 1928 and 1929 crops and that they 
expected the banks to make it possible for them to do so. Following this con- 
ference a further conference took place at Ottawa, one of the principal matters 
discussed being the financing of the new (1930) crop. At this conference the 
banks agreed to authorize a credit without government guarantees for the 
purpose subject to certain special conditions, one of which was that a 20 per 
cent margin in grain documents would be provided. Wheat was then 92 cents 
and the initial payment was set at 60 cents. In September, 1980, the market 
trend was decidedly downward and to meet such a situation the banks agreed 
to reduce their marginal requirements to 15 per cent, should wheat go below 
75 cents. Notwithstanding this action, however, the pools on 15th October 
due to dropping wheat prices felt compelled to reduce the initial payment from 
60 cents to 55 cents. 

Early in November another serious crisis arose. The central pool reached 
the point where it could not continue to maintain its margins with the banks 
or provide additional margins to protect its contracts for future delivery of 
wheat. On 14th November a conference took place in Winnipeg between the 
banks, the premiers and the pool officials, as an outcome of which further 
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advances of $561,000 were made on the guarantees of the provinces to protect 
their position and the premiers despatched an urgent telegram to Ottawa for 
delivery to the Canadian Bankers’ Association which was meeting there the 
following day. In this telegram they stressed the seriousness of the existing 
wheat situation and the very great damage which the failure of the wheat pool 
would have on the West. They suggested that the domestic wheat price should 
be stabilized at 70 cents. They further reiterated their desire to assist in any 
way possible but that they had already pledged the credit of their respective 
provinces to the limit, and urged that the banks should carry the present situa- 
tion regardless of price fluctuations until the return of the Prime Minister— 
who was then in London, Eng., attending the Imperial Conference—when the 
whole matter could be discussed with him with a view to such action being 
taken as would protect the producers of wheat and the banks. They sent an 
identical message to Sir George Perley, acting Prime Minister, at Ottawa, but 
with the closing sentence reading as follows: “ Will appreciate your con- 
sideration and assistance in this matter”. 


DoMINION GOVERNMENT GUARANTEDS 


Following the despatch of the telegram to Sir George Perley referred to in 
the previous memorandum (No. 2), the Premiers proceeded to Toronto, where 
a conference was held with the banks on 17th November and an agreement was 
reached to protect the contracts for future delivery of wheat in connection with 
the 1929 crop to orderly liquidation. The Premiers then proceeded to Ottawa, 
where they conferred with the Dominion Government on 18th November, 1930. 
As a result of that conference the Dominion Covernment agreed to guarantee 
the banks against loss up to $5,000,000 in connection with the financing of the 
1930 crop movement, this arrangement to remain in force until the return of the 
Prime Minister. It was understood also that the company would install a 
General Manager who would be acceptable to the company, the premiers and 
the banks. Mr. John I. MacFarland was appointed by the pool to this position 
on 24th November. 

The Prime Minister duly returned to Canada and visited the West in Janu- 
ary, 1931. On the 28rd of that month he wrote a letter to the President of the 
Canadian Bankers’ Association outlining that the serious situation which had 
arisen out of the falling prices for wheat and other grains had been engaging 
the attention of the Government, that after due consideration they were con- 
vinced that the public interest of Canada as a whole was involved and that it 
was the duty of the Government to take such steps as would prevent what 
would be nothing short of a national disaster if there was a forced liquidation 
of wheat and other grains in Canada at this juncture. In this letter he stated 
that the Government, therefore, undertcok with the lending banks to guarantee 
them against loss through the making of advances to Canadian Co-operative 
Wheat Producers Limited and the three provincial pools in connection with the 
marketing of the 1930 crop. He also undertook that such implementing legis- 
lation as might be necessary would be introduced by the Government and 
pressed to enactment at the next ensuing session of parliament. The provincial 
pools continued to market their deliveries up to the end of this crop year (1930- 
31) through the Canadian Co-operative Wheat Producers Limited. On 31st 
July, 1931, a cut-off was made and since then they have operated as separate 
entities and each has done its own selling and financing. 

Since that time the following further guarantees were given by the Dominion 
Government :— 


For advances to the three provincial pools covering the 1931-32 crop. 

For advances to the three provincial pools covering the 1932-33 crop (The 
advances for which these guarantees were given were duly liquidated 
and the Dominion Government has no liability in connection therewith). 
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For advances to Canadian Co-operative Wheat Producers Limited (This 
account is still being conducted under the guarantee of the Dominion 
Government). 


Since 31st July, 1931, the banks have loaned to Canadian Co-operative 
Wheat Producers Limited from time to time on the guarantee of the Dominion 
Government such amounts as have been required to carry such quantities of 
wheat and/or contracts for future delivery of wheat as in the estimation of the 
Co-operative and with the approval of the Prime Minister have been necessary 
to ensure the orderly marketing of the Canadian wheat crop. On a good many 
occasions in the last two years buying power either for export or speculation 
has not been present in sufficient volume to take care of the legitimate hedging 
operations essential to the functioning of the grain market. On such occasions 
purchases by the Co-operative have filled the gap. These advances by the 
banks have not had the effect of encouraging speculation but rather the con- 
trary. In periods of weakness speculators who might have sold short have been 
discouraged from doing so by the knowledge that the Co-operative with the 
powerful support of the Dominion Government was likely, if not certain, to 
support the market. On the other hand, speculators for the advance would 
hesitate to take a strongly bullish position knowing that the large holdings of 
the Co-operative might come on the market in substantial volume at any time. 
In this way the price has been protected from severe drops in periods of poor 
consumptive demand and in periods of strength from rising so far above the 
world price as to stop the movement into export channels. 


PROVINCIAL Poouts FINANCING 


At the outset and for the first several years the provincial pools were 
financed by the Central Selling Agency, the Canadian Co-operative Wheat Pro- 
ducers Limited, which did all the borrowing for the entire connection. About 
1927 the provincial pools began to break away from this arrangement and sub- 
sequently financed themselves, almost if not entirely, and arranged their own 
bank credits. These credits have been repaid in full each year and no losses to 
the banks have been involved. 

The entire group of seven banks lending to the Central Selling Agency have 
not been engaged in provincial pools nnancing, which has in the main been con- 
fined to five of the number grouped differently in each province 

As has been noted previously in this memorandum, the Dominion Govern- 
ment guaranteed advances to the provincial pools from November, 1930, to 
31st July, 1933. 

Copy of Telegram despatched on November 13, 1930, by the Hon. J. T. M. 
Anderson, Premier of Saskatchewan, to The Canadian Bankers’ Association— 


On behalf Premiers Manitoba, Saskatchewan, Alberta, desire urge 
representations to-day jointly presented your Superintendent here (Stop) 

First: We cannot too strongly state utter depression of agriculture 
throughout West which is reflected in all branches business (Stop) 

Secondly: Failure of Wheat Pool would strike final blow to hopes very 
great number farmers and business men causing incalculable damage public 
morale as well as possible complete collapse market (Stop) 

Thirdly: Present liquidation would leave banks with wheat largely 
taken in at sixty cents while few weeks will result deliveries substantial 
quantities at fifty cents initial payment so that banks ultimate risk of loss 
not increased by delay (Stop) 

Fourthly: Demand for stabilization domestic price at seventy cents 
without restricting export sales rapidly developing and supported by 
leaders all farm organizations. We propose urge same before the Premier 
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immediately upon his return to Dominion of Canada believing farm 
industry cannot work through present crisis unassisted (Stop) 

Fifthly: Provincial Premiers desirous assisting in any way possible 
but have already pledged credit Provinces to limit (Stop) 

We urge, however, that in view above banks carry present situation 
regardless price fluctuations until the Premier returns when whole situation 
can be discussed with him with view some action which will protect banks 
and producers wheat (Stop) 

In the meantime we are discussing with Wheat Pool and Superin- 
tendents here any question involving difference of opinion (Stop) It is our 
considered judgment that return of confidence in wheat situation funda- 
mental to purchasing power in West and, therefore, recovery general busi- 
ness conditions (Stop) 

We solicit your sympathetic consideration and co-operation. 


(Signed) J. T. M. ANDERSON, 
Premier of Saskatchewan. 


Tdentically the same message was despatched to Sir George Perley, Acting 
Premier, Ottawa, but with the following closing sentence: 


Will appreciate your consideration and assistance in this matter. 


Copy of letter under date of January 20, 1931, from the Right Hon. R. B. 
Bennett, Prime Minister, to Beaudry Leman, Esq., President The Canadian Bank- 
ers’ Association. 


The serious situation arising out of the falling prices for wheat and 
other grain, has been engaging the attention of the Government practically 
ever since the crop for 1930 came upon the market. The Canadian Co- 
operative Wheat Producers Limited, hereinafter referred to as “ The Wheat 
Pool” and Allied Companies to wit: 


Saskatchewan Co-operative Wheat Producers Limited 
Alberta Co-operative Wheat Producers Limited 
Manitoba Co-operative Wheat Producers Limited 


hereinafter referred to as the ‘‘ Allied Companies” and the subsidiaries of 
the Allied Companies have, we are informed, been receiving advances in 
connection with their marketing operations from certain of the banks, 
known as the “ Lending Banks” in order that the producers might receive 
a reasonable initial payment, and that the crop might be marketed in an 
orderly manner. We have been advised that a margin of 15 per cent was at 
all times to be maintained with the “ Lending Banks” by the “ Wheat 
Pool” and ‘“‘ Allied Companies ” and subsidiaries, against prevailing market 
prices plus carrying and other charges. With the gradual decrease in 
prices that has taken place, it is obvious that it has become difficult, in 
fact practically impossible, for the ‘‘ Wheat Pool” and the Companies 
referred to to maintain that margin. The Government realize that if the 
“ Wheat Pool” and these Companies were forced to suspend operations, the 
price of wheat in this country, now at a level unprecedentedly low in the 
history of the grain trade, will drastically decline, with great loss not only 
to the “ Wheat Pool” and the other grain companies but to the entire 
farming and business interests of Canada. Representations have been 
made to the Government to this effect, not only by the interests directly 
concerned, but by other important Canadian enterprises. We have can- 
vassed the situation from all possible standpoints. 

We are convinced, after mature consideration, that the public interest 
of Canada as a whole is involved and that it is the duty of the Govern- 
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ment to take such steps as will prevent what would be nothing short of a 
national disaster, if there was a forced liquidation of wheat and other 
grain in this country at this juncture. The Government, therefore, under- 
take with the “ Lending Banks” to guarantee and hereby, so far as it 
legally may, guarantees them against any loss they may ultimately 
sustain, through the making of advances to the Canadian Co-operative 
Wheat Producers Limited and “ Allied Companies” and_ subsidiary 
companies, including advances heretofore made, or to be made, and 
interest thereon, in connection with the marketing of the 1930 crop of 
wheat and other grains. Such legislation, if any, as may be required 
to implement this guarantee and undertaking will be introduced by the 
Government and pressed to enactment at the next ensuing session of 
the Parliament of Canada. 
For the Government of Canada, 


(Signed) R. B. BENNETT, 
Prime Minister and Minister of Finance. 
By Mr. Duff: 

Q. Mr. Logan, could you tell the committee what the amount was which 
the lending banks had loaned to this organization or wheat pool, or whatever 
you call it, as of July 31st, 1931, and as to which the Dominion Government 
guaranteed the lending banks. 

Mr. Bowman: I thought we voted on that question, Mr. Chairman. 


The CHairMan: I think, Mr. Duff, in view of the decision of the com- 
mittee previously this evening, you should not press that question. 

Mr. Durr: Well, Mr. Chairman, I do not intend to press it. I would like 
an answer, however, but if the committee, or you as chairman, refuse to allow 
Mr. Logan to answer it, or Mr. Logan won’t answer it, then I have to be con- 
tent. All I say is that I think it is in the public interest that the question 
should be answered. 

The CHAIRMAN: That is a matter of opinion. The committee decided 
against it. 

Mr. Durr: All right, I have no objections. I believe, however, in freedom 
of speech and freedom of opinions, and I would like a decision as to whether 
Mr. Logan is going to be allowed to answer my question. 

The CHarrMAN: In view of the previous decision I do not think you ought 
to press that question. 

Hon. Mr. Lapointe: I just want to ask Mr. Logan whether there is an 
understanding as to a maximum amount involving the guarantee of the govern- 
ment.—A. The amount changes from time to time. 

Q. There is no fixed amount beyond which the guarantee should not go?— 
A. No, there is no definite amount. 


By Mr. Spencer: 


Q. I would like to ask, Mr. Logan, the rate of interest the banks charged 
the Co-operative Wheat Producers Limited on their Icans prior to the govern- 
ment giving their guarantee?—-A. The rate was 6 per cent. 

Q. And what is the interest charged after the government gave the guar- 
antee?—A. Five and a half per cent, and we give them a special rate of interest 
on their credit balances. 

Q. In all fairness, Mr. Logan, do you not think that 54 per cent is fairly 
high with a government guarantee which practically makes the security gilt 
edge?—A. Well, yes, by itself perhaps, but having in mind the high rate of 
interest on their credit balances, no. 
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Q. May I ask what they are allowed on their credit balances?—A. They 
get 44 per cent on their credit balances. 


By Mr. Bothwell: 


Q. I would like to ask, Mr. Logan, if the individual wheat pools of the 
western provinces have bank credits in addition to the Co-operative Wheat 
Producers?—A. Each one. 

Q. That is, each Provincial pool is financing its own particular business.— 
A. That is correct. 

Q. And they have been doing that since what time.—A. Commencing in 
the 1933 season. 

Q. 1933.—A. Yes, last year. Prior to 1933 they had the guarantee of the 
government. Last year we had no guarantee from the government whatever. 
They are doing their own financing. 

Q. I understood that was in 1931, from Mr. McFarland.—A. It was last 
year they started solely on their own credit, I think that is correct. 

Q. So that in 1931 and 1932 you had the government guarantee—A. We 
had the government guarantee. 

Q. And the individual wheat pools, from your statement as I gathered it, 
have been able to take care of their obligations—A. That is correct. 

Q. I understand that you still have the Federal government guarantee in 
connection with anything going back beyond 1933.—A. That was all cleaned 
up. They went for two years, I think, on the Dominion government guarantee, 
and this last year, that is the 1933 wheat crop, each one of those pools started 
on their own, doing their own financing, and they do their own marketing so far 
as we know; they do their own hedging. 

Q. And they have been able to live up to their obligations—A. Absolutely. 


By Hon. Mr. Ralston: 


Q. Mr. Logan, would you be good enough to read the operative part of the 
Prime Minister’s letter of January 20th, 1931—A. Yes. 

The government, therefore, undertake with the ‘“ Lending Banks ” 
to guarantee and hereby, so far as it legally may, guarantees them against 
any loss they may ultimately sustain, through the making of advances 
to the Canadian Cooperative Wheat Producers Limited and “ Allied 
Companies ” and subsidiary companies, including advances heretofore 
made, or to be made, and interest thereon, in connection with the mar- 
keting of the 1930 crop of wheat and other grains. 


Q. Was there any discussion at that time, Mr. Logan, as to what have 
been referred to as supporting operations——A. No, that would be at the begin- 
ning of 1931, covering the 1931 season. 


Q. But there was no discussion at that time, at the time the Prime Min- 
ister’s letter was written—A. No, that letter was written after the Prime Min- 
ister came back. The Provincial Premiers came down in the Fall of 1930 to see 
the banks, and they came on here to Ottawa to see the government, so far as 
‘we know, and the outcome of it was that first there was a guarantee for 
$5,00,000, and then after the Prime Minister came back and went fully into the 
situation he wrote us that letter in January, 1931. 

Q. What I was getting at is this, Mr. Logan, that under the Order in Coun- 
cil which was subsequently passed there was provision for guaranteeing the 
banks against loss for advances made in connection with or incidental to the 
marketing of wheat, and then it went on to say: 
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Including advances for purchases of wheat or other grains deemed 
necessary by wheat producers to secure the advantageous sale of such 
grain already delivered or to be delivered to wheat producers. 


I am asking you whether there was any discussion with regard to a guarantee 
to cover such operations as I have just read, namely, the purchase of futures. 
—A. I just cannot tell you. 


Mr. Dopps: I can answer that if I may. The answer is No. (See page 277.) 


By Hon. Mr. Ralston: 


Q. I take it, Mr. Logan, that you have given us all the documents passing 
between the government and the banks with regard to the 1930 crop and the 
purchase of futures in connection with supporting operations except the Orders 
in Council—A. Those are the outstanding points so far as I have any knowl- 
edge of them. 

Q. Who was the president of the Canadian Bankers’ Association at that 
time.—A. Beaudry Leman, I think it was, but the bulk of that was done in 
Winnipeg. 

Q. Who was chairman, the chairman you refer to in your statement.—A. 
Mr. Henderson, of Canadian Bank of Commerce, Winnipeg, was chairman. He 
is the superintendent of our Manitoba branch, with headquarters at Winnipeg. 


By Mr. Power: 


Q. The Canadian Bank of Commerce.—A. Yes, the Canadian Bank of 
Commerce. 

Q. Then so far as you know, from the Prime Minister’s letter of January 
20, 1931, until the Order in Council of 12th September, 1931, there was 
nothing passing between the government and the banks in the way of a guar- 
antee; I am not talking about individual letters at the moment.—A. I should 
not think there would be, because those documents here pretty well cover the 
1930 crop. 

Q. Could you ascertain that?—A. Yes, I could ascertain that. 

Q. There was no agreement executed by the Finance Minister, or any 
minister of the government?—A. No, no, nothing of that description. 

Q. When the Orders in Council were passed I presume copies of them were 
forwarded to the banks?—A. That is correct. 

Q. That is the form which the agreement took?—A. Yes. 

Q. And you said to Mr. Ralston that there was no definite amount. Was 
there at any time any limit placed upon the amount which the banks were to 
lend on any of these Orders in Council outside the limit which is provided in 
the Orders in Council respecting the three provincial pools?—A. There were 
limits put on the provincial pools. You mean limits of credit to the Saskat- 
chewan, Alberta, and Manitoba pools, those three pools. 

Q. Yes. Was there any limit which could be put on the amount of money 
which could be loaned to the Canadian Co-operative Wheat Producers?—A. 
No, I think that could be varied from time to time. 

Q. No, but was there at any one time any limit prescribed by the govern-- 
ment as to the amount of loan that might be made, the amount of advances 
which might be made? 

Mr. Dopps: Yes. 

The Witness: That was determined from Winnipeg. The bulk of the cor- 
respondence came from Winnipeg. There was always a limit that the banks 
were willing to lend up to a certain point. 
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Q. How was that limit fixed, was it by letter from the government?—A. In 
all probability there was some communication from Winnipeg of some kind to 
the government. 

Q. I am putting it the other way about. I am asking whether a limit was 
imposed by the government on the amount which might be advanced under 
these Orders in Council; there is no limit mentioned in the Orders in Council. 


* —-A. I don’t think there was. 


Mr. Dopvps: I think from time to time the limit changed, but there was 
always a limit as to the amounts the banks would lend. Mr. McFarland 
would find he was running short and authority would come from the govern- 
ment for us to increase the amount. 

Q. Was that limit imposed by the government?-—A. Yes. 

Q. By letter?-A. I think sometimes by telegram, or telephone I think, too. 

Q. Would you have any of these letters, Mr. Dodds. 

Mr. Dopps: I haven’t any of them but I could find out if we have any. 

Q. What I am getting at is, whether a limit was imposed by the government. 

Mr. Dopps: There was always a limit. 

Q. I am just pointing out the Order in Council does not show any limit at 
all. 

Q. Was there any time—I do not know whether to ask Mr. Logan or Mr. 
Dodds. I will ask Mr. Logan since he is there, and he can refer to Mr. Dodds. 
Was there any time when you stopped lending on account of the limit and a 
refusal came from the government to permit you to increase the amount?—A. 
In other words, we had loaned up so far as we had any authorization to lend. 

Q. And the government refused to allow you to go any further?—A. I am 
not positive of that. J would be inclined to say yes, that there were times when 
they felt we had gone far enough. 

Q. Could you verify that?—A. I don’t know that I could, no. 

Q. Well, how would we know, because it must be a matter of record some 
place? 

Mr. Dopps: J don’t think we ever reached the limit. 

Q. You cannot tell what the limit was at any particular time—A. I have 
not got the knowledge here. Of course, I could tell you, but that is a matter 
which you decided amongst yourselves that vou did not wish to give out, but 
if you want me to assure you that there were limits, yes. 

Q. I want you to go further than that and tell us the form in which those 
limits were imposed and the amount of the limits. 


The CHAIRMAN: Well, the amount of the limits perhaps might come within 
the purview of the ruling. He has told you there was always a limit. 

Hon. Mr. Ratston: Mr. Chairman, I do not think that the amount of the 
loan comes within the purview of anything the committee has decided. The 
committee has decided, as I understand it, that we are not to be permitted to 
inquire as to the obligation of the government as to any particular time having 
regard to the value of the grain on hand or held by the banks under hypotheca- 
tion. That is quite a different thing from what I am suggesting, I submit to 
you. What I am asking is what the limit was, which does not appear in this 
Order in Council, and the amount of the limit from time to time. 

The CHatrMAan: What you are asking, of course, is the maximum amount 
of the loan from time to time. 

Mr. Howarp: No. 


The CHatrMan: As Mr. Vallance has pointed out, a calculation could be 
made from that. 
Hon. Mr. Ratston: I want to know whether this Order in Council means 
what it says, namely, that it is an unconditional guarantee, or whether a condi- 
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tion was imposed either verbally or in writing, and if so in what way it was 
imposed. 

Mr. Dopps: Mr. Ralston, I think the way this thing was done was, that 
Mr. McFarland would go to the chairman of the local banks in Winnipeg and 
say he would need more money. The matter was then referred to the Prime 
Minister who said that an additional sum might be given. There was never 


any unlimited amount. We were always bound by the limitations set by the 
Prime Minister. 


Hon. Mr. Ratstron: What were those limits and how were they set? Is 
there any objection, Mr. Chairman, to giving that? 

The CuHarrMAn: Well, if you have not approached the prohibition of the 
committee you are right on the verge of it, Mr. Ralston. It seems to me it is 
the consensus of this committee that there should not be divulged to the public 
the exact figure in connection with this transaction for reasons which have been 
made plain here. 

Hon. Mr. Ratston: Mr. Chairman, I submit with deference that that is 
not what the committee have decided at all. ‘There has been one reason that 
has actuated the committee and that was that they did not want to disclose the 
amount of wheat on hand so that it might, in any way, injure the market. 


The CHAIRMAN: Or the price. 


Mr. Rauston: Or the price, either one. Now, I submit that what I am 
suggesting, namely, the amount which was fixed from time to time by the gov- 
ernment, if such an amount was fixed, of the loan which might be made by the 
banks, should be given without further reference. 


The CHarrMAN: I submit to you, Mr. Ralston, that if we knew the limit 
of the credit, anybody who is familiar with the grain trade could calculate within 
an approximate amount the number of bushels that would be on hand at a given 
time. 

Hon. Mr. Ratston: Mr. Chairman, your head is generally screwed on all 
right, but I think that this time, I would submit with deference, you will be 
some mathematician and have some knowledge of the grain trade, which I can- 
not imagine, if you could possibly figure out from the fact that the government 
put a limit on the credit that the bankers might give. 

Mr. Bowman: ‘That is not the information that Mr. Ralston is asking for. 
He is asking for the amount of credit from time to time. The point was well 
covered by Mr. Vallance. 

Hon. Mr. Rauston: It should have been in the Order in Council, I submit. 
We are talking about millions of dollars. 

The CHAIRMAN: I appreciate that and so does the committee. 

Hon. Mr. Ratston: And it seems to me that it should have been in the 
Order in Council, and if it was imposed in some other way I submit that we 
have a right to know what the amount is that the government fixed from time 
to time as the limit of the obligation which it would assume. 


Hon. Mr. Ruoprs: Mr. Chairman, might I suggest to my friend Mr. 
Ralston that he has it from Mr. Logan that there was a limit imposed at all 
times. What Mr. Ralston is asking is that the amount of that limit should be 
disclosed. It may not be precisely on all fours with the question which has 
already been decided by the committee, but I submit that he is trying to get in 
the back door, having been excluded from the front, in putting a question of 
that character. I submit, with all deference, that it is skating rather close on 
thin ice with respect to the decision which has already been made by the 
committee. 
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Mr. Irvine: Mr. Chairman, the committee made two decisions. I rise to 
a point of order. 

Hon. Mr. Ratston: I am talking from the point of view of the obligation 
the government undertook in a letter of the Prime Minister, and I want to find 
out just how far this government went in the matter of guarantees. 

Hon. Mr. Ruopes: What my friend wishes to know is how many millions 
of dollars could the bank have loaned. 

Hon. Mr. Ratsron: Quite right. 

The CHAIRMAN: Well, if you will read paragraph 4 of Mr. Power’s resolu- 
tion, I would suggest to you, Mr. Ralston, that the question you are now asking 
is outside the reference. 

Mr. Powrr: Surely it is open to us to know to what extent they were 
cuaranteed. 

The CHainMAN: No, that is not what your resolution says: 

and the extent to which the guarantees by the Dominion government to 
the banks . . . were utilized for the purpose of speculating 


Mr. Power: That is in addition. 


The CHAIRMAN: Now you have found out there was no speculation and 
you are going off on another track. 

Mr. Power: Now, Mr. Chairman, we are just going to the mat on that. 
You have no right to make any statement of that kind; that is in our judgment, 
and I submit to you, without any deference, that you have no business to sum 
up the situation any more than I have, or anybody else. We have not found 
out there was no speculation. In my mind there was more speculation in this 
than in any other transaction for years. Do you mean to say that Mr. McFar- 
land, when he was going into that market, was not speculating? He was. He 
was speculating on behalf of the farmer and the Pool or speculating on behalf 
of somebody. He did exactly the same for his client as the speculator does for 
himself. That is what he did. He carried on exactly the same transaction of 
keeping the price of wheat up to an artificial price by speculating, by manipu- 
lating the markets; that is what he did. 

The CHAmRMAN: Well, I am not going to enter into any argument with 
you. I will rule against the question if I must. 


Mr. Power: Let us come back to the point that has been raised. The 
motion reads:— 


4. Relations of the chartered banks to the wheat pools, and the 
extent to which the guarantees by the Dominion government to the banks, 
of the said pools’ grain market account was utilized for the purpose of 
speculating in wheat on the Winnipeg or Chicago grain pits. 


It seems to me that you are doing more than skating on thin ice when you say 
that we cannot discuss under that the question of to what extent were the loans 
of the wheat pools guaranteed. Surely it is obvious, it is plain to anybody who 
reads the motion itself. 


__ The Cuarrman: I do not think so. I think you have to read something 
into that that is not there in order to cover that. 


Mr. Irvine: Mr. Chairman, may I ask one question? 
Hon. Mr. Rarston: I think I have the right to have my question ruled on. 


Mr. Irvine: This committee settled two questions to-day in respect to 
this question. I wonder whether the Chairman could give us exactly what those 
questions were, if he has a record of them. 
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The CHarrman: I have no record of them myself. We would have to refer 
to the minutes, and I think if we do that we will find that this question is 
included in those two. 

Hon. Mr. Ratston: I would like to ask if the ruling of the chair is that 
that question cannot be asked, or at least that the information cannot be 
supplied. 

The Cuairman: If you press for a ruling now I will make a ruling, but I 
would prefer to do this: I would prefer to see the report as to actually what 
was covered by the two previous votes. You will have that probably by Tues- 
day; it is getting very late now. 

Hon. Mr. Rauston: Mr. Chairman, it may be that others might not be 
here. I do not want to press summarily, if there is any injustice being done, 
but I submit there can be none. I certainly want you to understand this, Mr. 
Chairman, that I will press for a ruling in the end. 

The CuairMANn: Well then I will refer it to the committee and the com- 
mittee can decide the question, if it has not already been decided. 

Mr. Howarp: I heard the questions to-night and I paid special attention, 
as most of the members did. I understood the reason why you did not want to 
give the figures out as to the quantity of wheat, but surely when you get 
this question which Mr. Ralston is asking it is a different thing altogether. 
Nobody could divide that backwards. It would simply be that at a certain time 
the government had guaranteed so much money, so many millions of dollars, 
and that when they got too near the limit Mr. McFarland might think that he 
would require a whole lot more money than that to support his market and the 
bankers would, in the ordinary way of banking, ask for an extension of the 
credit to cover the situation before they could advance the money. I do not see 
how by disclosing these figures anybody could get the information that we want 
to avoid divulging. 

The CuarrMAN: Well, it is eleven o’clock now, the House has adjourned. 
A motion to adjourn is in order. 

Hon. Mr. Larotnte: Mr. Chairman, what about the proceedings of last 
Tuesday? 

The CHAIRMAN: They will be available, I understand from the clerk, 
almost immediately. 

Hon. Mr. Lavornrg: Meaning to-morrow? 

The CHAIRMAN: Well, I hope so. 

Hon. Mr. Lapointe: Because the other committees are receiving their pro- 
ceedings the following day. 

The CHARMAN: Well, I would like to say this, after Mr. Beatty gave his 
evidence he asked to read it over and I thought, out of courtesy to him, he 
should be allowed to read it over before it was printed, and I take the responsi- 
bility of directing that Mr. Beatty’s evidence be sent to him. If there is any 
blame attaching to anybody, I assume it. 

Hon. Mr. Lapointe: I just wanted to know. 

Hon. Mr. Ratston: Could not we determine this question to-night? 

Mr. Irvine: J move we adjourn. 

The CHairMAN: There is a motion to adjourn. Shall we adjourn? 

Mr. Mercier: Are we waiting only on Mr. Beatty’s evidence to complete 
Tuesday’s proceedings? 

Hon. Mr. Ratston: I beg to move that Mr. Dodds or Mr. Logan be asked 
to produce whatever documents there are in order to indicate the limit prescribed 
by. the government from time to time for these loans. 
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The CHaIRMAN: There is a motion to adjourn before the chair which I 
will have to entertain. But I will say this: I will ask Mr. Dodds and Mr. 
Logan to attend here on Tuesday morning. 


Hon. Mr. Lapornte: What is the business for Tuesday. 


The CuairMan: ‘This business, I suppose; we have not finished this. We 
will adjourn until Tuesday morning at 11 o’clock. 


The Committee adjourned at 11.05 p.m., to meet again Tuesday, March 27, 
at 11 o’clock a.m. 


Nore: Before leaving Ottawa, the following signed statement was handed 
in by Mr. McFarland:— 


Mr. J. I. McFarland, general sales manager of the Canadian Co- 
operative Wheat Producers, in explaining his evidence before the Bank- 
ing Committee, on the payments on Durum wheat by the Manitoba Pool, 
stated that he was referring to the initial payment on Durum wheat by 
the Manitoba Pool, which the Manitoba Pool had made to growers before 
the Durums were delivered to and paid for by the Central Selling Agency. 

The question of final payment could come up only after the 1930 
Pool carryover is wound up, providing there is any surplus out of which 
to make final payment. 


(Signed) JOHN I. McFARLAND. 
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Houser oF ComMoNs, 
March 27, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. R. B. Hanson in the Chair. 


The CHAIRMAN: Gentlemen, you will recall that when Mr. Beatty was on 
the stand he was asked to file further particulars. He has sent (1) a report of 
the proceedings of the annual meeting of shareholders, dated May 3, 1933; 
(2) an extract of minutes of a meeting of the board of directors, dated April 10, 
1933, in respect to the loan; (3) a record of the dividends paid from the year 
1920 to the year 19382. This information was asked for by one of the members. 
(4) Statement of the grand total of the payrolls for 1933, and (5) number of 
employees for 1929 and 1933. I will file these statements. Perhaps I had better 
read the minutes of the extract of the 10th April, so that the members of the 
committee will have before them just what that resolution of the board of 
directors covered :— 

The president submitted an estimate of the financial requirements 
of the company to the end of the year 1934 which showed that an amount 
of approximately $60,000,000 would be needed to meet obligations matur- 
ing during that period and stated that he had in contemplation a plan 
to provide the amount required by loans from a syndicate of Canadian 
banks on the company’s notes to mature in five years and to be secured 
by the pledge of Consolidated Debenture stock, and, he hoped, the guar- 
antee of the Dominion government. After full discussion, the president 
with the executive committee was authorized to work out the details of 
a plan on the lies which he had suggested and to report thereon to the 
board at the May meeting. 


Mr. Arruurs: Would you read the number of employees? 


The CHAIRMAN: Yes. They are under two heads, 1929 and 1933, maximum 
for 1929, 96,500; for 1933, 63,000; minimum for 1929, 70,500; for 1933, 50,000; 
average for 1929, 83,500; for 1933, 58,000. The only other item that has not 
been covered by that letter is the question of Mr. Ralston, requiring a statement 
showing as of May 3, 1933, the amount of consolidated debenture stock out- 
standing, differentiating the amount held by the public as collateral, and the 
amount held by the banks as collateral for loans; also showing the amount of 
debenture stock necessary to cover loans outstanding. I have asked him to 
send that in, and J have no doubt he will. 


Hon. Mr. Rarston: Mr. Beatty sent me that statement; I have it upstairs. 
Mr. Beatty sent me a statement, and I presume it is that one, although I have 
not looked it over. 

The CuarrMan: I wrote and asked him to send it in. I think it ought to 
be filed with the Chairman. Now, shall we publish these as addenda to the 
minutes? 

Mr. Irvine: I move that those not read into the record be published as 
appendices to the minutes. 


The CHatrMAN: Before proceeding with the orders of the day, I should like 
to mention that I have a letter from the secretary of the Board of Trade, Mont- 
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real, written on behalf of the council of the board, in which certain representa- 
tions are made with regard to proposed amendments to Bill 18. I will not take 
the trouble to read it, but if any member of the committee desires to see it, he 
is at liberty to do so. It is signed by J. Stanley Cook, secretary of the board. 

Mr. Spencer: What is the substance of it? 

The CHAIRMAN: I have not read it. As a matter of fact, it came to Mr. 
McEvoy, and he has just handed it to me. They disapprove of certain proposed 
amendments. 

Some Hon. Mempers: Read it. 

The CuHairMAN: The letter is dated March 24, 1934, and is addressed to 
T. L. McEvoy, Esq., Clerk of the Banking and Commerce Committee, House of 
Commons, Ottawa, and reads as follows:— 


Dear Sir,—On behalf of the council of this board, I beg to make the 
following representations with regard to certain amendments proposed to 
the Bank Act, Bill No. 18: “An Act respecting Banks and Banking.” 

(1) The proposal that charters of Canadian banks be renewed for 
five instead of ten years. There is always a certain amount of disruption 
to trade and commerce when bank charters are being renewed, and the 
council of this board considers it highly important, in the interest of 
Canadian business generally, that such revisions should not occur more 
frequently than necessary. The system whereunder bank charters are 
revised every ten years has in the main worked most satisfactorily, and 
there does not seem to be any good reason why the period should be 
reduced from ten to five years. In this connection, it is noted that banks 
in Great Britain are granted charters in perpetuity. 

(2) With regard to the suggested amendment that no person should 
be appointed director of a bank who is a director of any trust company, 
insurance company, investment or loan company, or of any financial 
institution during public business, the council considers it important that 
the most capable and successful business men should be available for 
bank directorships, and the adoption of this amendment would eliminate 
from the directorate of banks many citizens whose presence on bank 
boards is of great benefit to the banks and to the business community. 

(3) The proposal that dividends of banks should be restricted to not 
more than 6 per cent per annum. Dividends of Canadian banks have not 
in the past been unreasonably large, and there has been comparatively 
little variation in such dividends. The council submits that the proposed 
dividend limitation should not be applied to banks, which are after all 
private corporations, whose services to the business community depend 
upon investment in bank securities being reasonably attractive. 

IT am to ask that the foregoing representations be presented to your 
committee. 

I am, Dear Sir, 


Yours truly, 


J. STANLEY COOK, 
Secretary. 


When we adjourned on Thursday evening, Mr. Ralston moved, at page 141 
of No. 2 of the Evidence, “that Mr. Dodds or Mr. Logan be asked to produce 
whatever documents there are in order to indicate the limit prescribed by the 
government from time to time for these loans”; and the Clerk has taken that 
as a notice of motion and incorporated into the agenda the following notice of 
motion by Mr. Ralston: 


That there be furnished to this committee copies of all correspondance, 


telegrams, memoranda, etc., interchanged between any member of the 
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government and any chartered bank, which set out the limits, if any, 
imposed and when, by the government, on the amount of cash advances 
to “Wheat Producers” by the chartered banks concerned under the pro- 
visions of the orders in council which guaranteed such advances; and the 
form in which such limits were imposed. 


I suggest to Mr. Ralston that we can get these papers only through an order 
from the House, as a matter of parliamentary procedure and practice. 

Hon. Mr. Ratston: I bow to your experience, Mr. Chairman. 

The CuatrmMan: The Clerk has prepared a memorandum for me, and I am 
suggesting it to you, for your consideration, as to whether or not you should 
press this motion. 

Hon. Mr. Rauston: I thought this committee had power to send for persons, 
papers, documents, ete. 

‘The Cuairman: Yes, but I am not sure whether we can send for these 
particular papers. If you will look at Bourinot, 4th edition, at page 470, you 
will find the following: 

The committee can obtain directly from the officers of a department 
such papers as the House itself may order; but, in case the papers can be 
brought down only by address, it is necessary to make a motion on the 
subject in the House through the Chairman. 


And these, I am advised, being papers which “can be brought down only by an 
Address,” must come by way of a motion in the House. 


Hon. Mr. Rauston: Mr. Chairman, I think we are at cross purposes. I am 
not asking for any departmental documents; I am not asking for documents in 
the hands of witnesses that have to do with the production of departmental 
documents. 

The CuarrMan: Well, it is up to the committee to decide whether this 
motion should carry or not. My own opinion is against it; as a matter of 
procedure, the committee will decide the question from the standpoint of public 
policy. 

You will move this resolution, will you, Mr. Ralston, in order to get it 
before the committee in a concrete form? 

Mr. Dopvps: I just want to draw your attention to the fact that these 
documents being produced by the banks will disclose information that has 
already been refused to the committee. The banks do not care, but we just 
want to point that out to the committee. 

The CuatrMaNn: It is a matter now for the committee. I understand that 
Mr. Ralston is moving the resolution that I read. The question is on the motion. 
Does anybody desire to speak on it? 

Mr. Bowman: Has the matter not already been dealt with? I submit that 
it has, sir. 

The CuHatrMANn: That is another phase of the question. 

Mr. Bowman: I suggest that it has already been passed upon. 

The CuarrmMan: The committee must take the responsibility. 

Motion put and lost. 

The CuHarrMAN: When we adjourned on Thursday night, Mr. Logan was on 
the stand, and I think it would be well for him to resume the stand for further 
examination. 

Mr. Dopps: May I first make a statement? 

The Cuarrman: Yes. Mr. Dodds would like to make a correction, gentle- 


men. 

Mr. Dopps: Colonel Ralston addressed a question to me on Thursday asking, 

as I thought, if dealings in futures were contemplated at the time the Prime 
(Mr. Jackson Dodds] 
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Minister wrote his letter on the 20th January 1931. My answer was in the 
negative. After I had given the answer Mr. Henry T. Ross, the secretary of 
the Bankers’ Association, informed me that he believed Colonel Ralston was 
reading from the order in council which was passed in September, 1931. I have 
since seen a copy of the evidence given (Minutes of Proceedings, page 268), 
and am now convinced that Colonel Ralston was referring to the order in council 
dated September 12th, 1931 (P.C. 2238) providing for guarantees in favour of 
Canadian Co-operative Wheat Producers, Limited, and the answer should be 
changed and made to read “ Yes.” 

By mid-summer, 1931, according to my recollection of Mr. McFarland’s 
evidence, the stocks of physical wheat which he took over at the end of 
November, 1930, had been practically all sold or converted into futures and this 
order in council authorized advances for such purpose. 

Hon. Mr. Rauston: I just want to straighten this out between Mr. Dodds 
and myself, if there is any misunderstanding. Mr. Dodds, I understand that 
ceference is made to the order in council. What I was intending to ask—I have 
not even read the record yet—was whether or not at the time the Prime Min- 
ister’s letter was written, dealing in futures, was contemplated. 

Mr. Dopps: At the time the Prime Minister’s letter was written, no. That 
was just the point—the wording that you read—and I] misunderstood. You 
apparently read from the order in council. 

Hon. Mr. Ratstron: That is all I want, information as to whether at the 
time the Prime Minister’s letter was written, dealing in futures was con- 
templated. 

The CHAIRMAN: That clears it up? 

Hon. Mr. Rauston: Yes. 


Mr. 8. H. Logan, recalled. 


Mr. Irvine: This is still in respect of the relations of the banks to the 
Wheat Pool? 

The CHatrMan: Yes. You need not be limited to that, especially, if you 
want to ask Mr. Logan any other questions, but we should like to put the 
evidence in in an orderly manner. Does anybody desire to ask Mr. Logan any 
further questions with regard to this wheat transaction? 


By Hon. Mr. Ralston: 


Q. What represented the indebtedness of the Canadian Co-operative Wheat 
Producers Limited to the bank; that is, were notes given or just advances?—A. 
No, notes, by the Canadian Co-operative Wheat Producers, 

@. Demand notes?—A. Well, I am not positive of that, Mr. Ralston. 

Q. There would be some time when settlements would be made. That is 
all I have in mind. Would demand notes be given, at the end of each month, 
covering the advances for that month?—A. Just exactly the routine, I am not 
positive of. But as cash accumulated, naturally loans would be paid off. As 
cash accumulated, these notes would turn over, you see. That is, they would 
be liquidated. 

Q. And as cash was advanced, these notes would increase? —A. New notes 
would be made. 

_ Q. In other words, we can take it that the banks held enough notes from 
the Canadian Co-operative Wheat Producers, Limited, to cover the full amount 
of whatever advances have been made?—A. For the full amount of whatever 


advances have been made. 
[Mr. Jackson Dodds] 
[Mr. S. H. Logan] 
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Q. For net full amount of whatever advances have been made?—A. That 
would be the gross amount. 

Q. I think not, because certain payments have been made?—A. Yes. They 
ran up and ran down, naturally, you see. They are not paying interest— 

Q. For the actual present advances?—A. That is correct. 

Q. The bank holds notes of the Canadian Co-operative Wheat Producers? 
—A. Notes of the Canadian Co-operative Wheat Producers. 

Q. I think Mr. Dodds, or somebody else, said the notes are demand notes? 
—A. Yes, I was not positive. 

Q. What is the interest rate?—A. 54 per cent and they get—where they 
have a specially large deposit—they get credit, rate of interest of 44 per cent. 


By Mr. Bothwell: 

Q. Has this marketing organization, the Canadian Co-operative Wheat 
Producers, Limited, any assets outside of the wheat with which they are dealing? 
—A. The Canadian Co-operative? 

Q. Yes.—A. I have not seen the recent statement, but I do not suppose they 
have very much of a surplus. 

Q. Is it generally considered an entirely separate organization from the three 
western wheat pools?—A. Entirely, so far as any of our transactions are con- 
cerned. 

Q. And so far as the advances that are made by the banks, from time to 
time, to stabilize the market or deal in wheat futures, it in no way affects the 
assets of the independent wheat pool?—A. Nothing to do with the wheat pool 
itself, not in that respect. 

Q. I presume these notes which are given to the banks are signed by Mr. 
McFarland, as manager of the Canadian Co-operative Wheat Producers?—A. 
Well now, whoever the authorized signing officers of the company are, I just 
cannot tell you. 


By Mr. Spencer: 


Q. Mr. Chairman, I understood Mr. Logan to say that on specially large 
deposits there was a special rate allowed?—A. That is correct. 

Q. Would there be a minimum on which you do not allow any interest at 
all?—A. Well, I think in reality what we do is, on the off-setting balances—I 
would put it that way—on what off-setting balances there are, they are allowed 
44 per cent. In other words, they are operating on the one hand, and they have 
a reasonable balance to their credit, and they would be given 44 per cent interest 
on the credit balance. 

Q. The words you used were “ specially large deposits.” I was wondering 
if it ran into hundreds, or thousands, or what?—A. At times they have very 
important deposits. Naturally, in a big corporation like that, important sums 
accumulate from day to day. On these sums we allow them 44 per cent. 


By Mr. Jacobs: 

Q. Prior to the guarantee of the Dominion Government, I understand that 
these loans were guaranteed by the three prairie provinces?—A. That is correct. 

Q. And when the government, the Dominion government assumed it, it 
released the provinces from the liability?—A. No, that is not correct. 

Q. You have double liability? —A. We have the liability. 

Q. So that if the Dominion government fails to pay, you can always call 
on the provincial governments? 

Mr, Vatitance: Mr. Chairman— 


Mr. BorHwe tt: I just want to ask a question in connection with that. I 
think that answer is misleading. 
(Mr. S. H, Logan] 
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By Mr. Bothwell: 

Q. As a matter of fact, the provincial wheat pools have no liability now, 
in connection with these advances that have been made to the wheat producers? 
—A. I think that is correct. 

Q. And, in turn, the provinces then will have no liability?—A. That is 
correct; the provinces’ liability was liquidated. 

The CuatrMman: Is that clear, Mr. Jacobs? 


By Mr. Vallance: 

Q. Mr. Logan, have not there been three stages with the wheat pools; that 
is to say, at one time the wheat pools financed this entirely through your banks? 
—A. Correct. 

Q. Always maintaining the 15 per cent margin?—A. Correct. 

Q. And when that margin was kept the wheat pools were all right. That 
brings us to the next period, when the provincial government entered, because 
of the difficulties the pools got into through, if we may use the word, the holding 
policy; they got into difficulties, and then the dominion government stepped in? 
—A. That is correct. 

Q. And that is the position that they now find themselves in, using only 
the Wheat Producers, Limited, as the working man, for stabilization?—A. That 
is correct. 

Q. In 1933, that is, the wheat crop year of 1933, the wheat pools reverted 
to their own financing. In other words, they paddled their own canoe from 
then on?—A. Yes. 

The Cuatrman: Are there any other questions; if not, we shall discharge 
Mr. Logan? 


Witness retired. 


The Cuairman: Gentlemen, there are other bankers present who may be 
able to give some information to the committee, if it desired that they be called 
now. If not, we shall consider consideration of this item closed, so far as these 
witnesses are concerned. I know these are the only witnesses we have available 
at the moment; but I shall not close the investigation, if anybody desires to call 
any other witnesses. 


__ Mr. Irvine: I understood, Mr. Chairman, that we would be proceeding 
with another section of the Power resolution. 


_The Cuatrman: Yes, if this is closed, or if it is desired to keep it open, 
until somebody else is made available. You remember, we took this up on 
Thursday because Mr. McFarland was available only for that day; but I 
should not like to close it, if anybody desires to call another witness. 


Mr. Irvine: May I ask, in that connection, if the committee contemplated 
calling anybody else in regard to the wheat pool. For instance, I think we 
should have some information about whether or not the present method of 
marketing wheat should be carried on, the wheat pool being financed by the 
government. It has been with great reluctance that I have voted against the 
information required by Mr. Power. I did so because I was afraid it might do 
some harm to the marketing of our wheat. I understand that to reveal where 
wheat is, is like saying that Mr. So and So, who is playing poker, holds three 
aces and a couple of kings. If that is said, of course, betting immediately stops, 
and that hand is over. Now, I think we ought to have some question asked of 
some authority on the wheat pool, as to whether or not we should carry on 
our marketing system in the way it has been carried on—with the assistance of 
obscurantism, and fear. Are there any other witnesses to be called on this phase? 

{Mr. S. H. Logan] 
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Mr. Ernst: Mr. Chairman, surely it does not lie within the scope of this 
inquiry to deal with the manner in which wheat should be marketed. It seems 
to me that we are getting into matters which come within the scope of “Trade 
and Comerce” and not “Banks and Banking.” 

Mr. Irvine: I think it would be relevant to the motion of Mr. Power, 
because I do not think that we could continue indefinitely to put the support 
of the government of Canada behind an institution which:is rotten at its very 
core. I do not blame the government for assisting the wheat pool now—I mean 
the grain trade and this gambling process of the marketing and selling of wheat. 
I do not blame the government for coming to the assistance of the pool. In fact, 
I would blame it very much, if it did not. But I think we have the right to 
say whether it shall carry on the marketing of wheat in the present manner 
or not. 

The CHatrMAN: Mr. Irvine, may I direct your attention to a bill which was 
given first reading in the House of Commons yesterday? It seems to me it 
looks forward to the future of the marketing of wheat. 

Mr. Irvine: There may be something in that. 

The CuHairMAN: It does seem to me that we can safely wait, at all events, 
‘0 see what that bill proposes. I have not even seen the bill; I do not know 
vhat is in it, but I understand it would cover such a transaction as this. 

Mr. BorHwetu: I suggest that we let this matter stand open, until we have 
had an opportunity to examine the bill introduced yesterday, and there may be 
other questions which are pertinent to this investigation that may be asked. 

The CHaArRMAN: I think that is a very fair suggestion. I think this subject 
matter should stand over, and if anybody desires to have any witnesses sum- 
moned to come and throw further light on the past transaction, it is definitely 
understood that that right is still open. With that understanding, gentlemen, 
shall we proceed. 


Some Hon. Mrempers: Yes. 


Hon. Mr. Larornte: I did not hear Mr. Irvine very well. I should like 
to know which institution he said is “utterly rotten?” 

Mr. Irvine: I meant the grain exchange business. 

The CHAIRMAN: You are speaking directly now of Winnipeg? 

Mr. Irvine: Gambling in the wheat pits anywhere. 

Mr. Coote: There is just this much to be said in favour of the remarks to 
which Mr. Irvine has given utterance; this committee, perhaps, has some right 
to consider whether it is proper that this unconditional guarantee should be con- 
tinued, and for how long, and just what the effect is going to be in connection 
with our whole banking situation. 

The CHAIRMAN: Is it not the general consensus of opinion that the matter 
is still open. 

Mr. Coore: I am quite agreeable to that. 

The CHAIRMAN: I think that is perfectly fair. Now, gentlemen, in order 
that we might make progress, in connection with the Power resolution, and to 
utilize the evidence of the general managers I suggested that they, while here, 
should be ready to give evidence on item Number 2, of Mr. Power’s resolution, 
which reads as follows:— 


The general policies adopted by the chartered banks to combat the 
effects of the depression, and what extent the said banks are responsible 
for the drastic deflation from which the country suffered, and is still 
suffering. 


Mr. Lawson: Did you say Item No. 2, Mr. Chairman? 
[Mr. S. H. Logan] 
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The Cuatrman: Yes. I have asked Mr. Jackson Dodds, the President of 
‘the Canadian Bankers’ Association, to give evidence on that point. I suggest 
that we hear him and, afterwards, that we hear Mr. Patterson of the Bank of 
‘Nova Scotia. There is, by no means, any limit on the number of witnesses to 
be heard. I understand it is the intention of certain members of the committee 
to suggest other witnesses, after the Easter recess. Is it the wish of the com- 
‘mittee that we should now call Mr. Dodds. . 


Agreed. 


_. The Cuarrman: Before Mr. Dodds proceeds, I would like to suggest that 
if any member of the committee desires to call any other witness that the 
name of the witness be handed to me as chairman of the sub-committee and 
every consideration will be given to such requests. I anticipate this is wide 
enough or broad enough to take in a very wide scope. 

Mr. Geary: Mr. Dodds is now going to speak on Clause 2 of the Power 
resolution. 
The CHAIRMAN: Yes. 


Jackson Donps, called. 


The Wirness: May I say that I am now speaking as general manager of 
the Bank of Montreal. 

It is common knowledge that the depression has been world-wide, and that 
Canada has suffered along with other countries. It is not, however, generally 
appreciated that Canada has suffered less than most countries and that in large 
measure the reason why she has suffered less is due to the strength of her banks 
and their policies prior to and during the depression. 

The conservative policy which the banks followed during the boom period, 
and the leniency extended and constructive help given to borrowers during the 
depression which inevitably followed the boom, have contributed largely towards 
preserving the country from the full impact of the shock suffered elsewhere. 

It is perhaps not too much to say that the Royal Commission on Banking 
and Currency was not biased in favour of the chartered banks. Yet in Chapter 
V. Section 201, the Commissioners state: 


It has been manifest, from what we have previously written and 
indeed from much of the information afforded us in the course of our 
hearings that in so far as the ordinary functions of banking are concerned, 
the Canadian Banks gave admirable evidence of security, efficiency and 
convenience. In a time of universal economic difficulty, the Canadian 
banks have stood firm and have continued to render to the public of 
the Dominion the same high quality and the same wide variety of service 
as in the past. 


During the period 1926 to 1929 there was a vast economic and financial 
expansion in Canada, caused partially by bountiful harvests and good world 
prices, which brought money into the country. In addition, American capital, 
seeking investment in Canadian industrial enterprises, flowed in. In both cases, 
the money came to stay, and was welcome. But there was another stream of 
money as well, of a different character, namely, the proceeds of borrowings in 
the United States by Federal and Provincial Governments, Municipalities and 
private corporations, which were subject to repayment. This vast inflow of 
money facilitated extravagant spending, public and private, encouraged gam- 
bling in one form and another on a scale unprecedented in Canada, and for the 
time being obscured the fact that heavy borrowings outside the country created 
a source of weakness in Canada’s financial structure. 

[Mr. Jackson Dodds] 
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Mr. Power’s enquiry seeks to establish what the banks generally did to 
combat the effects of the depression. By way of reply it may be said that their 
3,900 branch managers and their staffs, district superintendents, credit depart- 
ments, assistant general managers and general managers have in that connection 
put in more hours of thought and labour during the past four and a half years 
than has perhaps any other group in the country, and received less thanks for 
their pains—I should, however, mention that many individuals and corpora- 
tions have expressed their appreciation of the advice and assistance given to 
them by their bankers—fortunately there are still such people among us. 

Unpopular as the banks have been during the period of deflation, they were 
even more unpopular during the boom period, when present-day detractors 
were even louder in their condemnation of the so-called old-fashioned con- 
servatism of the banks in their vain endeavour to hold business expansion and 
public expenditures within bounds and discourage speculation. 

It should be stated here that it is not pretended that the banks made no 
mistakes; that would be too much to expect of institutions managed by men who 
do not claim infallibility and who freely admit frailty. Banking is not an exact 
science by any means, but there are well defined principles to follow, sound 
economic laws to observe and centuries of banking history and experience to 
draw upon for guidance. The stability of the banks in Canada indicates that 
generally their affairs have been conducted along orthodox lines. It may be 
further claimed that the banks have not been operated solely for the purpose 
of making profits for shareholders. By way of illustration, the following 
sentence has been culled from a circular to branch managers of the Bank of 
Montreal, on the subject of “Call Loans to Brokers and Loans for other than 
Business Purposes.” 


We appreciate the desire and efforts of Managers to extend the 
bank’s connections and increase the bank’s earning power, but we know 
also that we can rely upon their loyal co-operation in carrying out a 
general policy. ...based on considerations more important than immediate 
profits. 


The chartered banks did not wait until the depression came to endeavour 
to minimize its effects, but exercised a restraining hand during the boom period, 
knowing from experience that the day of reckoning would come and that pre- 
vention was more effective than cure. 

In his annual address to shareholders in December, 1927, which was pub- 
lished in the papers throughout Canada in accordance with time honoured 
custom, the president of the Bank of Montreal said:— 


Widespread speculation is no new experience in periods of prosperity. 
The painfully learned lesson of losses is soon forgotten and a newer 
generation profits little from the past. Human nature being what it is, 
admonition is very apt to be futile, but I cannot refrain from expressing 
my conviction that too great indulgence in speculative ventures is fraught 
with danger to business stability. 


At the same meeting, the general manager said:— 


No good can come of discounting the future too far in advance. 
That is a tendency to which we as a people are prone, and a symptom of 
the same over-confidence that got us into trouble in the past. The 
speculation now so much in evidence, to which your president has 
referred, is a direct reflection of this tendency. Speculation, like fever, 
is not a disease but a symptom, and, like many a fever, will probably 
cure itself. Experience suggests the wisdom of guarding against possible 
set-backs, whereas over-optimism carries with it the ever-present danger 
of a rude awakening. 
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A year later, in December, 1928, about a year before the collapse of the 
boom, the president of the Bank of Montreal in his published annual address 
again drew attention to the danger of speculation, as follows:— 

Rampant speculation on the Stock Exchanges, which has persisted 
over a considerable period, with wide ramifications, is a matter of con- 
cern to bankers. I need not tell you that the rise in prices cannot go on 
forever and that there is a well defined limit to bank loans on stocks. 
My hope is that reaction may not be sudden or severe. 


At the same meeting of our shareholders, the general manager said:— 

The development of the country’s resources necessarily involves the 
issue of new securities, and the activity on the Stock Exchange is in part 
a reflection of new issues representing promotions, mergers, re-organiza- 
tions, et cetera, but not all of those have been truly constructive or calcu- 
lated to benefit the country or the public at large. Good times always 
produce optimism, but harm is bound to come of over-capitalization 
and of schemes which discount too far in advance the country’s future 
prosperity. It is not for us to dictate to our borrowers against stocks 
their policy or the manner in which they should conduct their affairs, 
but it is our duty as custodians of our depositors’ and shareholders’ money 
to keep such loans within bounds when there is, as at present, an element 
of danger in the situation. There is but one danger—over-optimism. 
We have suffered from its effects in the past. If we keep our optimism 
and ambition within prudent bounds, our feet firmly on solid ground, 
remembering that national wealth can only be created by production, 
there need be no fear for the future of Canada. Because we are travelling 
quickly, there is all the more need for travelling carefully. 


These are fair examples of ‘utterances of bank presidents and general 
managers during the boom. By way of illustrating that these public statements 
were consistent with directions given to branch managers, the following extracts 
from Bank of Montreal correspondence and circulars are given:— 


On the 2nd June, 1927— 

The general manager has instructed me to caution you in connection 
with our loans to brokers and others secured by stock market collateral. 
The stock market has had a long and sustained rise in prices, and specu- 
lation is wide-spread. Correspondingly, any setback in prices might 
develop into a serious situation, and you will please continue to carefully 
scrutinize all collateral held or offered and see that adequate margin is 
maintained to provide against any contingencies. In the case of loans 
to private individuals you will, of course, assure yourselves that the 
borrowers are in a position to meet any calls for additional margin. 


On the 15th June, 1927— 

A wave of speculation has grown in increasing proportions during 
the last twelve months and is far too prevalent to be preductive of good. 
Speculators have been making money in the steadily advancing prices 
to which stocks have been bid, brokers have made huge profits and the 
banks have participated to the extent of keeping a considerable amount 
of funds employed that might otherwise have been idle, so everybody 
has been happy. 

The time has now arrived to take a more serious view of the situ- 
ation and the first duty of the banks is to bring about a healthier con- 
ditions of affairs by placing a curb upon speculative borrowings. From 
now on we want your office to adopt a more conservative attitude towards 
brokers’ loans. We want you to eliminate from the collateral all stocks 
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of a speculative nature, without regard to the percentage of margin or 
rate of interest. Among our present loans are a number of stocks of 
this nature which we want to see gradually taken out and not re-appear.. 

You will in all probability lose some business which may appear 
profitable to you but we want you to recognize there is a larger principle 
involved than that of profit or volume of business. Act quickly but 
firmly. Our position is based on our own safety followed by a policy 
that we believe should react to the benefit of the country at large. 

Please discuss this letter with the superintendent, to whom our views 
were made known at the time of his recent visit to Head Office. 


On the 13th March, 1928— 
We feel that this expansion of speculative business has gone too far 
and we would like you to conduct your Call Loan Department in such 
a way that the total of these loans will show a material reduction each 
month for the next few months. 


On the 30th July, 1928— 
We are not at present increasing our call loans in any direction and 
our policy is not to establish lines of credit for brokers. 


On the 22nd November, 1928— 

For your information and. guidance, we may say that we are not 
desirous at present of increasing our loans against stocks and bonds; 
this, with the idea of curbing the tendency of dealers and others to 
pyramid credits and increase speculation by the public. 


On the 16th January, 1929— 

While we have stressed deposits,-it must not be forgotten that the 
bank is always ready to consider good loans for commercial and/or 
farming purposes. As you have previously been advised, we are at the 
present time discouraging loans for speculative purposes against stock 
exchange securities; loans, however, for investment purposes, where 
repayment will not depend entirely on the sale of the securities pledged, 
will be given careful consideration. 


On the 25th March, 1929: 

We have in recent months been receiving many applications from 
individuals for loans against stocks and bonds. This is an outcome of 
the present fever of speculation and reflects usually a desire to take 
securities out of brokers’ hands, in part perhaps for reasons of prudence, 
but no doubt also to save one per cent interest. Such applications are 
unwelcome and most of them are declined. There is in these loans to 
individuals against securities a special element of risk arising out of the 
reluctance of such borrowers to sell their collateral, whatever the circum- 
stances. If stocks are high, they think they are going higher; if they are 
low, they are sure they will recover, and protest against a sacrifice. 
Brokers, for their own protection, must and do sell their clients out if 
margins are not maintained, but if banks do that it is resented. We 
would like you to go very carefully through the list of loans, if any, at 
your branch, to private individuals against stocks and bonds and see 
that they are properly margined, and your customers should understand 
that full margins must be maintained. We do not wish to create alarm, 
but the circumstances of the day call for more than ordinary caution. 


On the 18th September, 1929: 
The present period of great commercial and industrial activity in 
Canada affords employment for a steadily increasing proportion of the 
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bank’s resources in aiding the production and distribution of goods, wares, 
and merchandise. These periods come and go. In less active times 
the requirements of business are not so heavy and the bank has more 
funds to spare, but at all times the legitimate requirements of business 
people have the first claim upon our resources and in this it must be 
borne in mind that the banks derive their powers from the government 
and are given charters in order that they may perform a useful public 
service—mainly in two ways: . First, to provide a safe place of deposit 
for the peoples’ money, and second, to use that money in facilitating 
production and commerce. This circular has no reference whatever to 
borrowing accounts other than those mentioned in the heading (“ Call 
Loans to Brokers—Loans for other than Business Purposes’). We are, 
as always, glad to supply the legitimate needs of our business customers 
and we are open for desirable new business connections large or small. 
That is the traditional attitude of the bank and it is only because there 
must be no departure from it that we consider it advisable, under the 
conditions of the moment, to impose restrictions upon other classes of 
loans, which, if allowed to increase, might limit our ability to do our 
full duty to the business community. 


Whilst there was no concerted action, the foregoing may be taken as illus- 
trative of the steps adopted by the banks even before deflation began, to lessen 
its effects by resisting the growth of the boom, which it was realized would 
be the measure of the depression to follow—the pendulum always swinging 
as far in one direction as in the other. 

Since the collapse in the autumn of 1929, our chief efforts have been 
directed towards protecting depositors and conserving the assets of borrowing 
clients. 

(a) By encouraging private borrowers to get their inflated position within 
manageable figures; 

(6) By urging upon commercial borrowers the necessity of reducing their 
costs so as to enable them to weather the period of decreasing business; 

(c) By carrying numerous customers through the period when their assets 
_ securing bank loans shrank to appreciably less than the amount of the relative 
loans, and in some cases banks are still doing so; 

(d) Continuing, in spite of the unpopularity of such advice, to impress 
upon public bodies the necessity for balancing budgets. 

(e) Carrying farmer borrowers who were unable to repay advances and in 
many cases granting them additional assistance, it being our long established 
policy to show first consideration to farmers and other primary producers; 

(f) Although the depression began in earnest in 1929, the banks did not 
reduce salaries until two or three years later; 


(g) In May, 1938, the interest on savings deposits was reduced by one-half 
of 1 per cent and the benefit of this reduction was passed on to governments, 
municipalities and to borrowers against high grade securities, and government 
refunding at a lower interest rate being facilitated thereby. A corresponding 
or even greater reduction was also made in the interest rate on loans to farmers. 


In conclusion, the banks could hardly “ combat” the effects of deflation as 
that would imply active, aggressive action which is not descriptive of the part 
played in the economic system by the commercial banks. 

The banks’ first duty is to protect the funds of their depositors, numbering 
over 4,000,000, and to hold themselves ready to meet any demands that might 
be made upon them. Their next duty is to borrowers engaged in production 
and industry generally. Incidentally, banks have a duty to their shareholders 
of whom there are about 47,000. 
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The banks’ most important contribution to the country in times of 
depression and uncertainty is to conduct their affairs in such a manner as to 
retain the confidence of their depositors. The country is therefore saved from 
the paralysis of business which would be caused by a panic. In this important 
respect the records of the Canadian banks has been highly commended in the 
United States and in Great Britain. 

It has been complained that the banks have called in loans and refused to 
make new advances for business purposes. The truth is that prudent business 
men have borrowed less, lacking profitable use for money, and the banks have 
been even more active than usual in competing for safe loaning business, as 
has been the case in England where the banks have likewise had to find em- 
ployment for funds in investment in government securities on a scale never 
before equalled and on a steadily declining basis of yield. Bank statements 
generally are sufficient evidence that applications for loans for legitimate 
business requirements would be welcome. 

It is the contention of the banks that they did their utmost to curb expan- 
sion during the boom, and that following its collapse they have shown a reason- 
able and helpful attitude towards borrowers generally, notwithstanding any 
specific instances to the contrary. 


The CuarrmMan: Gentlemen, Mr. Dodds is at your disposal. 


By Hon. Mr. Euler: 


Q. Mr. Dodds, you said that the banks have certain well defined limits in 
lending money on stocks. I wonder if you would be a little more definite as 
to these limits, Mr. Dodds?—A. Well, just as soon as loans against stocks begin 
to interfere with what might be termed sound financing, or if it was apparent 
we were getting into the realm of speculation, we would then feel there was a 
definite limit reached and we would have to stop. We have not a definite 
percentage that we could say was the limit against loans on stocks. 

Q. You have no definite percentage that you can give us? For instance, 
when brokers came to borrow money on stocks, was there any definite limit the 
bank itself had in connection with the percentage of margin required?—A. No, 
but as stocks got higher in price, we demanded bigger margins. 

Q@. Was there any difference so far as the margin required on, say, industrial 
stocks as compared with mining stocks?—A. Oh, yes, there was a great differ- 
ence between the two. 

Q. Could you make that any more definite, Mr. Dodds?—A. Well, in the 
case of some proven mines the margins would be less, a great deal less than 
against some mine that was only in the early stages of being developed. 

Q. I suppose that margins fluctuated according to the value of the stock? 
Are these limits changed now? The depression some say is over and we now 
have what might be called a rejuvenated stock market, and in the case of 
brokers getting loans from the bank to what extent is margin required?—A. I 
will have to find out for you just what margins are required. But, as a matter 
of fact, our loans against stocks are pretty low and the question has not arisen 
at the moment, Mr. Euler. 

Q. Mr. Dodds, you made a very laudable statement that the banks are not 
merely after money but that they have the larger interests of the country at 
heart. You also said that the requirements of regular business have the first 
call over stocks. Now, I would like to ask whether or not it is true that during 
the period of depression, say a year ago, many manufacturers—and I have some 
instances in my mind at the moment—found themselves with an accumulation 
of manufactured goods on hand against which they had loans from the banks; 
is the criticism just that the banks showed very little consideration for some 
of those manufacturers and compelled them to sacrifice their stocks, that they 
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did not carry them along, as far perhaps as they might have, thereby causing 
the manufacturers to lose very heavily as a result of the banks forcing them to 
liquidate those stocks at low prices, and, consequently, not only injuring the 
manufacturers themselves but also demoralizing the whole business? I might 
just as well be frank. I am referring particularly to the furniture business. I 
am given to understand—and I think it is true—that furniture manufacturers 
were compelled to sacrifice their stocks—throw them on the market; they were 
compelled, almost, to sell these stocks in order to satisfy the banks, with the 
result that the prices of furniture, in many instances, were reduced far below the 
cost price; have you anything to say with regard to that?—A. I would have to 
deal with each individual case, Mr. Euler, but the banks had no desire whatever 
to force sales. In some cases it was obvious that there were fresh stocks coming 
in and the manufacturers would have those stocks at a lower price. In many 
cases the manufacturers thought it was better to sell than to wait. 

Q. Would you say that the charge is true, that the banks did not give as 
much consideration as should have been shown, especially to manufacturers who, 
for years, had been profitable customers of the bank; would you say that charge 
is true?—A. I think the banks showed every consideration, and do show every 
consideration, to all their customers. As I say, there may be specific instances 
where we might disagree as to the method adopted. 

Q. Would you say there may be exceptions to the general policy?—A. I 
have said, quite frankly, in the statement that I made, that there might be 
specific instances. We have, I think I said, 3,900 branch managers all over the 
country. We do our best to train them; we do our best to get them working 
on what are considered right and proper lines, but amongst some of them we 
are bound to have young men who have made what they think is a bad loan 
and who rush in to try to collect it before head office know what is happening, 
but when we do hear of such a case we go into it very carefully and try to 
straighten it out. 

Q. As a matter of fact, do the branch managers have any great authority 
in making those loans? It is not the usual thing to have them referred to the 
head office?—A. You could not run a bank, Mr. Euler, by having every loan 
referred to head office. 

Q. In a general way is it not true?—A. In a general way it is quite untrue. 


By the Chairman: 

Q. Before you leave that phase of it, Mr. Dodds, might I ask you on behalf 
of the committee to elaborate the system under which loans are made?—A. The 
system under which loans are made generally by banks in Canada is this: As 
you know, the customer goes into the branch bank and applies for a loan; he 
gives the branch manager all the information which is pertinent to the matter. 
Depending on the size of the place and, of course, the ability of the manager 
to carry on his business successfully, managers are given various limits up 
to which they can lend direct to the customer without any reference at all. 
Over that amount, in the different districts in Canada, the matter has to be 
referred to the superintendents; up to a certain figure those superintendents have 
similar authority. Above the superintendents are Assistant General Managers 
scattered throughout the country and some in head office. These men are 
given authority to authorize advances up to a certain figure, and finally the 
loans go to head office; the Assistant General Managers deal with them up to a 
certain figure, and over and above that they are dealt with by the General 
Managers and then placed before the Board. 


By Mr. Spencer: 
Q. May I ask if the limit of some branch managers is as low as $500?—A. 
Yes, in some country places. 
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Q. Or less?—A. I do not know of any less; we have none less. But the 
average man in the country that wants the sum of $500 is quite content to wait 
a day or so. 


Mr. Coote: There is no use in him being anything else but content, if the 
bank wishes. 


The Witness: No, J quite agree. 


By Mr. Irvine: 


Q. Mr. Chairman, I should like to ask Mr. Dodds a few questions. May 
I say just before I proceed with my questions, Mr. Chairman, that I have not 
the slightest idea but that the banks in Canada are as efficient as Mr. Dodds 
has stated in his preliminary statement. I would be very much surprised to 
find that there had been anything illegally done, or anything improperly done. 
Any questions that I desire to ask will be directed against the whole system 
which the banks are employing. I understand, Mr. Dodds, that you are the 
president of the Bank of Montreal?—-A. I wish I were. I might not be here if 
I were. 

Q. You are general manager?—A. General manager. 

Q. And president of the Bankers’ Association. Can you state authorita- 
tively, on matters of general banking policy in Canada, in your capacity as 
president of the Bankers’ Association?—A, I think I can answer just as well as 
general manager of the Bank of Montreal; and I will endeavour to answer, to 
the best of my ability, all questions. The Canadian Bankers’ Association is 
hardly one that lays down the policy for all the banks. 

Q. Well, I understand it would not be absolutely rigid; but am I right in 
assuming that the Bankers’ Association does endeavour to promote, as far as 
possible, unified banking policies for the Dominion?—A. I do not think that is 
a fair statement. I think you will be given a statement of what the Canadian 
Bankers’ Association can do. 

(. Well, if you have that statement, I should like to know just what the 
objective of the Bankers’ Association really is?—A. Mr. Ross, have you a state~ 
ment as to the powers of the Canadian Bankers’ Association? 


Mr. Ross: Yes. The powers of the Canadian Bankers’ Association are set 
forth in the statutes of 1900. I think the Bankers’ Association has endeavoured 
to keep within the limits of those powers. I cannot recall, at the moment, the 
main outlines. 


Mr. Irvine: There is no suggestion in my question that the bankers have 
exceeded the powers. I just wanted to know what they have to organize for. 


Mr. Ross: I can perhaps find the statute. 
The Wrrness: Section 5: 


The objects and powers of the Association shall be to promote gen- 
erally the interests and efficiency of banks and bank officers and the 
education and training of those contemplating employment in banks, and 
for such purposes, among other means, to arrange for lectures, discussions, 
competitive papers and examinations on commercial law and banking, 


and to acquire, publish and carry on the “Journal of the Canadian. 
Bankers’ Association.” 


The CHarrmMan: May I cite the statute? It is 63-64 Victoria, Chapter 93 
passed 7th July, 1900, an Act to incorporate the Canadian Bankers’ Association. 
The objects and powers of the Association are to be found in section 5 winel 
Mr. Dodds read. : 
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By Mr. Irvine: 

Q. Well Mr. Chairman, I do not desire to make an issue of that. I merely 
wanted to be sure that questions involving general banking policy could be 
answered, authoritatively, by the witness in his capacity as president of the 
Canadian Bankers’ Association. If he cannot do that, we will take him as the 
general manager of the Bank of Montreal?—A. Well, I am here to answer what 
questions I can, and I will answer them, as general manager of the Bank of 
Montreal? 

Q. In your opinion, sir, is there now a depression? I do not want that 
question to be taken as a facetious one, Mr. Chairman. I desire to get a bankers’ 
viewpoint of the present economic situation. 

The CuairMan: I do not think anyone is taking it as facetious; most people 
would think it was obvious. 

The Witness: Yes, I would say there was. 


By Mr, Irvine: 
Q. What, in your opinion, is a depression? Of what does it consist; what 
are its characteristics, from a banker’s point of view. 
Mr. Jacoss: Is it in the public interest that the witness should answer this 
question? 
The Witness: You want me to give a definition of depression? 


By Mr. Irvine: 

Q. I will tell you what I am trying to get, but I may not get what I 
want. Take a workingman, for instance, when he has no food in the cupboard, 
and cannot buy shoes for his children; he knows there is a depression. How 
does a banker know there is a depression?—A. The bankers know by the 
number of people in the country who have no work; and business is at a low 
ebb, and there is general—I was even going to say—depression. 

Q. That is knowledge you get from the newspapers. How do you get 
a knowledge, from the banking business? How does it manifest itself insofar 
as the banker is concerned?—A. We see a falling off in turnover in business, 
a large drop in prices, and lack of interest, generally, in business. 


Mr. Lawson: A curtailment of small deposits? 


The Witness: Loans go down, people do not want to use money, and 
deposits go down, gradually. 


By Mr. Irvine: 


Q. There is no question then, even in the banker’s mind, that there is no 
lack of wealth in Canada at the present moment?—A. The bankers have 
money to loan. 

Q. Well, I am not talking of wealth in money. I mean poverty to a 
nation must surely be lack of wealth, lack of goods, lack of food, lack of 
clothing, lack of shelter, lack of commodities?—A. Yes. 

Q. Lack of services? Do you think there is any lack of these things in 
Canada?—A. There is apparently plenty of those things. 

Q. Plenty of those things. You agree, I presume, that if there is not 
plenty, we have the potential power and resources to make plenty ?-A. Well, 
the plenty is there, in many cases. 

Q. I think that is true in actual fact; but in addition to that, with our 
Tesources and with our army of unemployed at work and with a sturdy banking 
system behind them, we could make more, in that way. In other words, would 
you agree that we can, as a people, consume advantageously more of the wealth 
than we are now doing? 
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Mr. MacMirtian: Do you mean eat money? 

Mr.’ Irvine: Whoever said that wealth was money; who to-day is hold- 
ing that asinine view? 

The Cuairman: The question is a perfectly proper one. 


By Mr. Irvine: 

QE am’ tryime to eet at this as basically as possible. I want to know 
if we have a depression now. The witness says we have. He has told us 
how the banker discovered that there was a depression. I am now getting 
at what brought it here, and I am trying to arrive at that by a process of 
elimination. He says there is plenty of wealth, plenty of goods, and, with 
plenty of resources, we can make more. Well then, the question is, is it because 
of the incapacity of the Canadian peoples’ stomach, and backs, to use these 
goods within the last few years that we have this depression?—A. No, I would 
say it is because we cannot sell these goods. 

Q. Why cannot we sell them?—A. Because people outside the country 
won’t buy them. 

Q. What about the people inside the country?—A. Well, the people inside 
the country are also doing business on the basis of what is sold outside the 
country, and if there is no business going on outside the couutry, that is, if we 
are not doing an international trade, business must fall off within the country. 

Q. That is not really true. Let me put it this way—Mr. Chairman, I 
think that is a partial mistake in viewpoint. I am not going to argue with 
the witness— 

The CuairMAN: You agree to differ? 


Mr. Irvine: Well, I do not agree with that viewpoint entirely. I agree 
there is such a thing as international trade, but that the people of Canada 
cannot have bread while we have thousands of bushels of wheat, unless we 
can sell that wheat to Europe, is an insane view to my way of thinking. 


The Wirness: I never said that the people of Canada should not have 
bread. I said the reverse, pardon me. 


By Mr. Irvine: 

Q. The implication is there?—A. No, it is not. 

Q. Excuse me. You say we are conducting business in Canada on the 
basis of doing business internationally, and if we cannot sell internationally, 
we cannot sell to our own people, which means if we cannot sell wheat in Europe, 
or in Britain, then we cannot sell wheat in Canada. Doesn’t it mean that?— 
A. If we cannot sell wheat outside the country, we cannot do a whole lot of 
other things, apart from selling wheat. If we can sell the wheat, the money 
ae comes from wheat, and goes to the farmer, will be spent on all sorts of 
things. 

Q. Take boots and shoes, or anything else—A. Anything else you like. 

Q. I agree. I am not going to argue of that. I disagree with your view- 
point and cannot see why we cannot sell boots in Canada for Canadians, and 
wheat in Canada for Canadians, even if we sell neither boots, nor wheat, nor 
anything else, to anybody else anywhere?—A. If you had wheat only, Mr. 
Irvine, and you could not sell it, you could not trade. 

Q. Yes?—A. You would not be able to buy a pair of boots or anything 
else. 

Q. We would not need to do it, if we had boots here. However, I am 
coming to that point later, and I am going to suggest, sir, thai it is your financial 
system that prevents us from making that exchange. Probably we will be 
able to settle that point on a common understanding a little bit later. Did your 
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bank directors or managers know that the depression was coming before the 
day it arrived?—A. We foresaw signs as I have read, I think, three or four 
pages, in that regard. 


The CuHairman: I think you covered that in your written statement? 


By Mr. Irvine: 


Q. I just wanted to make sure you meant that.—A. At all events, we 
saw if things went on in the way they were going, there would be trouble. 

Q. You arrived at that conclusion from long experience, I presume, speak- 
ing of the banks as an institution?—A. Yes. 

Q. I presume it was taken as the natural order of events that a depression 
would come again, as it had come previously?—-A. If the public of Canada, 
and elsewhere, continued to go on in the way they were going, yes. 

Q. Do you know when the first manifestations of the depression became 
evident to the banks?—-A, No, but in 1927 we pointed out that things were going 
the wrong way; that is, there was too much speculation and so on, and we 
did our best to check it. 

Q. I think you said in your preliminary statement, or quoted in it, a state- 
ment from the general manager of the bank, warning against undue optimism 
in investment and so forth. Apart from that very admirable warning speech, 
did the bank take any further steps to stem the approaching depression, and 
if so, what were those steps?—A. Well, I read extracts from a great many 
letters, and circulars, to show that not only did the general manager and the 
president of the bank make public statements, but that the management of the 
bank backed them up by taking action. 

Q. Well, I was just wondering if you would give us a little more information 
on what that action was?—A. I will endeavour to do so, but it was pretty 
full. We pointed out to our managers and others, that we wanted a more 
conservative attitude adopted, and profits were the secondary consideration; 
and that we believed our policy was one which would react to the benefit of 
the country at large. 

Q. You said that profits were the secondary consideration? I again won't 
argue, but disagree. I have against that the late Sir Edmund Walker’s state- 
ment which is very illuminating. He said, during the banking inquiry of some 
eleven years ago, in discussing the relation of banking to other industries: 


I recognize however, selfishness is the basis of its relations, and it is 
the chief duty of the executive officers of a bank to make dividends for 
its shareholders. 


I agree with him.—A. Well, I do not, Mr. Irvine. That is the chief duty, you 
say. 

Q. This is another case where action speaks louder than words. At any 
rate, you knew that the depression was coming, and you say you tried to 
prevent it. It is evident that you were not able to prevent it?—A. That is 
quite evident. 

Q. Well, do not you think it would be wise to endeavour to obtain such 
powers as will enable you to prevent it the next time it comes?—A. Personally, 
I do not believe anybody can prevent it. For instance, if you gentlemen make 
up your mind to go speculating, I do not believe anything—if you are doing 
business with this one bank—I might say would stop you all collectively from 
speculating. 

Mr. Sutuivan: Mr. Irvine is speculating on what you are going to say. 

Mr. MacMiian: He is preparing a speech. 


Mr. Irvine: My friend is speculating on what he thinks Mr. Irvine is 
Speaking about, and he is wrong. At any rate, I do not think that really has 
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anything to do with the point, Mr. Chairman. I agree that no man can stop a 
committee of the House of Commons from doing anything, or saying anything, 
but that is hardly the point. If my friend has the power to take my feet away, 
he would know I would not walk. If he had the power, he could do a lot to stop 
things, if he so desired. 


By Mr. Irvine: 


Q. Do you think then, before we leave this point of the present depression, 
that there is danger of over-optimism at this moment?—A. There is always 
danger of over-optimism of people, but a little optimism won’t do any harm. 
I try to spread some. he 

Q. Don’t you think it would be quite as dangerous to have over-optimism. 
If people actually think they can pay their debts, is not that over-optimism?— 
A. From what I know of some people, I would say that was very much s0, 
optimism of the greatest kind. 

Q. To many that general policy would be fatal?—A. Delightfully. 

Q. You anticipate then, if we continue in the direction that we are now 
going, with the present economic system, operating on orthodox lines of sound 
safe money, that another depression would come along in a few years?—A. Weil, 
it is hard to say, because you gentlemen have before you an act to incorporate 
the Bank of Canada, and I see it is going to “regulate credit and currency in 
the best interests of the country”,—this is just the preamble to Bill 19: 


To regulate credit and currency in the best interests of the economic 
life of the nation, to control and protect the external value of the 
national monetary unit and to mitigate by its influence fluctuations in 
the general level of production, trade, prices and employment, insofar as 
it may be possible within the scope of monetary action, and generally 
to promote the economic and financial welfare of the Dominion; 


and so far as we can help it do so we will. 

Q. I am not interested in whether the witness believes in it or not; I am 
interested, however, in his presenting it as the only visible means of possibly 
pee a recurrence of depressions in future?—A. I did not present it as 
that. 

Q. You presented it as an answer to my question?—A. As an answer to your 
question, and because I see no reason to discuss something the Parliament is 
going to take in hand and fix up, sometime or other. 

Q. That perhaps is the thing I am getting at, Mr. Dodds, and your answer 
touches the principle that somebody somewhere has to control credit before any 
—.—A. Experience with central banks has shown that, despite similar preambles, 
they have not been very successful in stopping these things. 

Q. I am not now saying that the central bank is going to stop it at all, 
but it has this, at least, a principle by which it may be accomplished. That is 
what I am saying.—A. I see. 

Q. We will then move to another line of inquiry, which will ultimately bear 
upon the depression which now is, and the depression you say no doubt will come. 
Would you kindly indicate to the committee— 

Mr. Geary: I do not think he said that. 


Mr. Irvine: I understood, in answer to my previous question, wherein I 
asked him specifically if he thought if we continued with the present economic 
system, the present financial system—the orthdox method of financing—that 
we would have another depression; and he said that the proposed central bank 
might prevent it, and then he described its important functions. 

The Witness: I did not say it might prevent it. My answer was, no doubt 
Parliament had before it an act which specified it was going to carry out these 
things. 
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By Mr. Irvine: 

Q. And from your knowledge of central banks, you indicated to us that you 
thought it was somewhat doubtful?—A. That is so, yes. 

Q. Well then, if it does not do it, then of course we shall have another 
depression, because there is nothing known, under heaven or earth, to stop it.— 
Pel Bee! 

Q. Do you agree? I do not want to say anything with which you do not 
agree?—A. I think, as is always the case, when you get too much over-optimism, 
you will then have, later on, a depression. As I said, the pendulum swings as 
far one way as another. 


By Mr. Spencer: 

Q. May I ask a question right here? I have in my hand the statement 
made by Sir John Aird, president of the Canadian Bank of Commerce, in which 
he said at the Annual Meeting, January, 1931, ‘There is nothing strange or 
new about this condition, for there is no record of uninterrupted prosperity 
lasting longer than six years.” I should like to ask Mr. Dodds if he agrees 
with that—A. I have no desire to make any statement about their length; but 
I say we do have depressions. 


By Mr. Irvine: 
Q. Would you be good enough to define, for the benefit of the committee, 
what money is?—A. No, I do not— 
The CHatrrMaANn: Let us send for Adam Smith. 
Mr. Irvine: Of course, we are dealing with an economic question. If we 


cannot find out what imoney is, Mr. Chairman, how can we ask a question 
about it. 


Mr. Baker: How are we going to get on with the work of this committee, 
if we go on like this? 

Mr. Irvine: If Mr. Dodds does not want to answer it, or if the committee 
do not want me to ask it, why, I cannot get any further with the question. 

The CHairMAN: You are getting into the realm of theoretic economics. 

Mr. Irvine: Money is not a theoretical thing, sir. It is theoretical for me, 
but it is not to some other people. Money is a very very practical thing in 
Canada. I am asking about it. What is it? 

The Wirness: You will find the definition of it in any dictionary. I do 
not see that you need me to give you the definition. 

Mr. Irvine: I understand, then, that the witness accepts the definition of 
money as given in the dictionary. 

The Cuatrman: He has told you where to find a definition. 
__ Mr. Irvine: I will look it up at lunch time. I do not know what it is, but 
it will be entertaining to see what the dictionary says it is. 

Mr. Lawson: Let us take it as a medium of exchange. 

The Witness: That is all right. 


By Mr. Irvine: 

Q. That is very kind. We have now a suggestion— —A. That will be 
all right. 

Q. —of money as a medium of exchange. That suits me. I do not care 
what the answer is, because I would like to ask if the witness would say what 
he regards as the economic function of money. 
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The Cuatrman: Mr. Irvine, I hesitate about stopping you. I know that 
you are well up on these theoretical matters; I doubt if many members of the 
committee are, but I should like to call your mind back to the reference. 

Mr. Irvine: Yes, I am keeping an eye on that. 


The CuHarrman: I hope you are. You seem to be travelling a long way 
from it. : 

Mr. Baker: Are we not here to consider facts, and not theories? 

The Cuatrman: I rather agree with that observation. 

Mr. Irvine: I am not considering a theory. I wish you to know that we 
are here discussing and getting evidence on the relation of the general policies 
adopted by the chartered banks to the depression, what effect it had on the 
depression and to what extent the said banks are responsible for the drastic 
deflation from which the country suffered, and is still suffering. 

The CuatrMan: I suggest to you that the witness’ statement was referable 
particularly to that question. 

Mr. Irvine: Allow ‘me to suggest to you this, sir: While the question I just 
asked may sound abstract, yet, without its proper answer, I cannot get the 
relation of the banks to the depression. For instance, if I am told that bankers 
regard a bank as a safe place to keep money, or, as the speaker said, that the 
function of the bank is to hide away money that somebody puts in there— 

The CuatrmMan: I do not think he said that. 

Mr. Baxer: I do not think he means that is the function of the bank. 

The Witness: I do not remember saying that money was hidden away. 

Mr. Irvine: For safe keeping, it must be hidden away. 


The CuHarrman: What he said was, that the primary function of a bank 
was the safeguarding of the depositors’ money. 


By Mr. Irvine: 

Q. I should like to ask another question along the same line——A. Yes? 

Mr. Ernst: The banks do not make the monetary system. Parliament 
has made that, so far as this country is concerned. The banks operate within 
the powers granted by Parliament. What Mr. Irvine is trying to inquire into, 
is the monetary system. That is not the banks’ function, to make a monetary 
system. 

Mr. Irvine: I agree with Mr. Ernst. That is exactly what I am doing, 
trying to find out how it operates, and what it does, and how the banks function. 

The Cuarrman: That is true. If you direct your question along that line, 
I am sure the witness will answer you. 

Mr. Irvine: If my questions do not always do that, it is due to my inability 
and inaptness in asking questions. 

The CuHatrman: What you are trying to do, as I apprehend it, is to lay 
the ground work. 

Mr. Irvine: Yes. I merely want to split open the banks to see how they 
work. I am not bringing in any fictitious thing. Money was said, a moment 
ago, to be a medium of exchange. The next thing I want to know is what it is 
used for in an economic system? 

Mr. Ernst: Is not that a proper inquiry under an investigation into the 
monetary system. We are dealing with the operation of banks? 


By Mr. Irvine: 


Q. Let me ask the bankers this: What do they do with money in regard 
to the economic system in Canada?—A. The money we get in on deposit, we either 
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keep some of it in reserve, for special demands or ordinary demands which may 
come in, or we loan some of it to people to enable them to purchase goods, to 
manufacture goods, and some we loan to brokers on call. Some we put in 
government bonds, which brings us in money. 

Q. Would you say what was made with the money in the manner in which 
you have described it, has no relation to industrial and commercial activity ?— 
A. Obviously, we assist in production of goods by loaning money. 

Q. There is a direct connection then between the money which you keep in 
the possession of the banking institution and the industrial and commercial 
life of the state or the community in which the institution is active. Would you 
say that there is more money in existence at certain times in Canada than 
at other times? 

The CuatirMAN: Do you mean by money, currency? 

Mr. Irvine: I mean by money anything that does what money does. 

The Witness: Obviously, if you take a bank note, or a Dominion goy- 

~ ernment note, if that is what you mean, there are more notes out at some stages 
than there are at others; is that the answer you want? 


By Mr. Irvine: i 

Q. Well, it is the answer you are giving; I do not want any particular 
answer, only I would like to know whether there is actually more money in 
existence in Canada at one time than another, or is there a permanent store the 
same amount all the way through? 

The CHatrrmMan: Are you using money there in the sense of currency? 

Mr. Irvine: I want the witness to say what it is. 

Q. Let us take money as a medium of exchange, is there more money as a 
medium of exchange in Canada at one time than another?—A. Yes. 

Q. Then money, would you say, is created and destroyed at somebody’s 
will? That is to say, that money comes into or goes out of existence at the will 
of somebody?—A. Yes, to some extent. For instance, if you pay a five dollar 
bank note into your credit at the Bank of Montreal that note would, so to 
speak, be withdrawn. 

Q. Yes, so that if one were to borrow from the bank, would you extend the 
medium of exchange to that extent if one pays a note back you would withdraw 
it to that extent?—A. Yes. 

Q. How much money, then, of all kinds was there in Canada, according to 
the knowledge of the banks, in 1926, in 1929, and in 1982?—A. Ample money. 

Q. I would like to get those figures. I do not suppose the witness has them 
in his head. 

The CuarrmMan: I should think the bank returns might help you? 

Mr. Irvine: If I could get them some other time I would be satisfied. 

The Witness: I think you can get them yourself. 

Mr. Irvine: As of October 31st of each of those years? 

The Witness: If you have the bank statements and the government state- 
ments you can get it for yourself. 

Mr. Hacxerr: The Macmillan report gives that information. 

The Cuarrman: Would you indicate the section in the Macmillan report? 
The Inspector General of the banks has handed me a book entitled “Statistical 
Contributions to Canadian Economic History” which, I am told, contains all 
the information you want. 

nem Irvine: You are not going to put it in the minutes, are you Mr. Chair- 
man? 

_ The Cuatrman: No, I think not. I am told this is the best authority 
there is along the line you want and is as complete as there is. 
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Mr. Irvine: It is very consoling to know where to get the information. 

The CuHarrMan: I will ask the Inspector General to lend it to you. I 
believe it is in the library. 

Mr. Irvine: I will advise then, Mr. Chairman, that all members of this 
committee proceed to the library after this session to get the information. 

The CuarrMan: Do you think that is a fair statement to make? This 
witness has not the figures in his head. 

Mr. Irvine: I agree. 

The Cuamrman: They can be obtained, and I will ask the Inspector 
General to dig it out of this tome for you and hand in a statement later. 

Mr. Irvine: If he will be kind enough to give us that statement it will 
be satisfactory to me. 

The CuHarrman: Name the years again. 

Mr. Irvine: In 1926, 1929, and 19382. 

The Cuarrman: October 31, 1926, 1929, and 1932. 

Mr. Wuire (Mount Royal): Mr. Chairman, those figures will all be found 
in the MacMillan commission report, legal tender, bank notes and coin. 


By Mr. Irvine: 

Q. I was just going to follow that, Mr. Dodds, by asking how much of 
those totals in any one year represented depositors savings, how much repre- 
sented bank notes, how much represented Dominion notes, and how much of 
it was gold, silver, and copper coins, how much was financial credit issued by 
the banks. I will be satisfied if I can get that information. I would like to 
know how much of the total amount of the money in the hands of the banks 
in those years was savings deposits, and how much represented loans made 
by the banks. 

The Cuatrman: Would you tell the Inspector General of the banks just 
what you do want and he will get the information for you if he can. 


Mr. Irvine: I think the Inspector General possibly got my question. 


Mr. Tompxins: Mr. Chairman, if I might suggest it, if the hon. gentle- 
man will allow me to speak to him about it we might save time and possibly 
make progress, and I will be very glad to get whatever he desires. 


Mr. Irvine: Well, as long as I get it. 
Mr. Geary: Do you want that amount broken up? 


Mr. Irvine: I have no hesitation, Mr. Chairman, in revealing to the 
witness exactly what I am trying to get at. He says in his speech here—and 
in other places—that the banks lend only the money of depositors. I want, 
therefore, to get the amount of depositors’ money to see if it tallies with what 
the bankers did loan. 

The Witness: I did not say “only.” I do not think I said the banks 
lend only the money of depositors. It has some of its capital; it has its reserves, 
and bank notes which it is permitted to issue. 

Q. Well, I was basing the question there on a speech which I think you 
made at Winnipeg, and you make no qualifications there at all, if you were 
reported correctly. So that we may take it, therefore, that the banks do not 
limit their lending to the depositors’ money?—A. Well I have just explained 
that the banks also have their capital, and their reserve, and the bank notes 
that they are permitted to issue. 


By Hon. Mr. Morand: 


Q. Do they ever exceed that?—A. The banks can borrow under the 
Finance Act, too. 
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By Mr. Irvine: 

Q. In any case, your depositors’ savings accounts are very limited whereas 
the capacity to make loans probably has no limit at all?—A. Well, we are 
only permitted to borrow under the Finance Act up to a certain amount, and 
before we are able to borrow at all we have to apply for the loans and the 
Finance Minister and Treasury Board can authorize the loans or not as they 
see fit. 

Q. Well, if the depositors’ money only is loaned and the depositors do not 
create money— —A. I have just said twice— 

Q. Of course, money would be static, you would never be able to increase 
it at any time?—A. Well, I have said we also have our capital, and reserves, 
and our note issue, and that we can borrow under the Finance Act. 

Q. So that you can lend your capital, and you can lend your reserves, 
and you can borrow under the Finance Act on other securities and lend much 
more than the depositors’ money.—A. We can lend in the crop moving season an 
additional 15 per cent over and above our ordinary circulation. 

Mr. Irvine: You see then, Mr. Chairman, the great need for us to get some 
idea of just how much money there is on savings deposit in Canada in any 
one of these years. 


The CuHairMAN: Well, that is a matter of record. 
The Wirness: It is in every statement of every bank for years; it is in the 
government statement every month, if you really want to dig it out. 


By Mr. Irvine: 


Q. I think in your reports the deposits are not distinguished from savings 
deposits and deposits made when a loan is guaranteed—A. Well, a deposit is a 
deposit. 

Q. What relation then do those deposits hold to the amount that is loaned 
in your report?—A. Well, these are the moneys we lend, some of them. 

Q. Exactly, that is what I was saying, you do not distinguish?—A. I agree 
with you, plus— 

Q. Would you say anyway, apart from the little discussion on the deposit 
question, that there was less money in Canada, in 1932, than there was in 1929? 
—A. There was less money issued in 1932, I would say. You referred to my 
Winnipeg speech. In Winnipeg I said:— 

Applying this statement to the Canadian situation, it will be found 
that in each of the past ten years savings deposits were larger than all 
loans in Canada, call loans excepted, even in the year 1929. 


Q: That is not the section that I refer to, sir, but it is all right—A. I am 
sorry. 

Q. You agree that there was less money in Canada in 1932 than in 1929. 
What became of the difference?—A. There was less trading, and circulation 
decreased. 

Q. That would, of course, mean that deflation began, and was instituted by 
a bankers’ policy?—A. I do not know where you get that idea from. That is 
your statement not mine. 

Q. You disagree with that; I mean you disagree with the statement that 
I have just made?—A. I have told you, if you remember, that in the year 1927 
it came to us that people were speculating and we put a check on it. 

Q. Yes. Well, that is another way of saying that very same thing,—you 
put a check on it. I say you put deflation on. I will call it “check” if you 
like—A. Well then, if you will tell me where you come in between deflation and 
inflation. 

Q. Yes, I can give you my idea of that; if I were in the witness box, I would 
gladly do it. 
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Mr. Jacozss: In the meantime, Mr. Chairman, I would suggest that we 
adjourn. 

The CuHarrMAN: Let us go on till one o’clock. 
_ Mr. Irvine: I can understand why Mr. Jacobs wants to adjourn. Nobody 
is stopping him from leaving. 

Mr. Jacoss: No, but this is too much for my weak head. 

Mr. Irvine: I would expect that, too. 

The CuHairman: Let us proceed till one o’clock. 

Mr. Irvine: I do not want to go on now but I shall take it up again when 
you resume. 

The CuatrMan: I sympathize with you, Mr. Jacobs, but do you not think 
we ought to utilize those ten minues? I think Mr. Irvine will soon be through. 

Mr. Irvine: I will not be through for another half hour, Mr. Chairman. 

Mr. Jacogs: Certainly we will not finish at one o’clock. 

The CuarrMAN: No, we will not and probably not at six. We will probably 
have to meet again at eight o’clock. 


By Mr. Irvine: 

Q. Before this interruption, Mr. Chairman, I was trying to get the witness 
to indicate to us what became of the money which was in existence in 1929 but 
which, somehow or other, was not in existence in 1932, and he indicated, I think, 
that the bankers began to check the outflow of credit and, I presume, to call in 
their loans to some extent.—A. Yes, and I was most careful to say to this com- 
mittee that we did that for certain reasons: That we have continually and con- 
tinuously been ready to lend money for the commercial business of the country. 

Q. Yes. Well, I am not suggesting that it was not done very judiciously, 
and that it was not done in the best interests of the country. I just wanted to 
get the information so that we may very shortly see that the banks in Canada 
did curtail credits about the time of the stock market crash which probably marks 
the actual approach— —A. No, I will not accept that. What I said to you 
was that we started in 1927 to curtail loans, the money from which was being 
used for speculative purposes, but that we had continually and continuously 
provided money for the carrying on of the real business of the country. 

Q. Well, sir, I did not go so far as to say that you did not provide money 
for the legitimate business of the country?—A. No, but you were trying, appar- 
ently, to pin me down to one point which I do not accept. 


By Mr. Ernst: 


Q. Could not the whole thing be summed up by saying that you were 
at one time extending credit and later you began to retard credit?—A. For cer- 
tain purposes, to put a stop to speculation. 

Mr. Irvine: I think, Mr. Chairman, in this connection, if I could get the 
actual figures that I asked for some time ago, we would see just how much 
credits had been curtailed by the banks at that time and would, therefore, be 
in a position to know what effect it would have on bringing the depression about. 
Let me ask the witness this question: What effect would reducing credit have 
upon prices? 

The CHAIRMAN: Would you repeat that question, please? 


By Mr. Irvine: 


Q. What effect would a person expect the reduction of credit would have 
on prices?—A. What a banker hoped. If you are referring to what we have 
been talking about, the banks, in 1927, put the brakes on. What we assume 
would happen is, that if the money was not available for speculation, if the 
banks declined to go on, that there would be some check on speculation. 
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Q. Yes, but may I follow that up, Mr. Dodds, and say that the banks 
when they have loaned money for speculation cannot prevent that money from 
being in circulation and affeeting the whole price level, so that if they hold 
back that money, then that will affect the price level in the opposite direction 
whether it is their desire to do so or not, is that not so?—A. I do not follow 
that. What we did was, the advances for the purposes of speculating—if we 
might use that word—on the stock exchange were encroaching on the needs of 
our commercial customers, therefore, we said we would lend no more money 
for that sort of thing because we had to look after our commercial customers; 
that was away back in 1927. 

Q. If you curtail credit do you agree that it would immediately, or very 
shortly, be reflected in lower prices?—A. So that we would have the money 
available for commercial business and Jet that go on in its normal way, we cur- 
tailed the credit for speculating on the stock exchange. 

Q. And that would have an effect on prices and goods generally, would it 
not?—A. That is a matter of theory. 

Q. Well, as a matter of fact what happened after that, did prices drop or 
did they not?—A. I do not think they did, at that time. 

Q. Well, there is a necessity, Mr. Chairman, to get the figures, and the 
date when the prices started to drop, and compare them as of the date the banks’ 
credits started to be curtailed?—A. You will find that 1927 prices continued 
to go up. 

Q. But after 1927?—A. Well, I have been talking about when we started 
to curtail, which was what you asked me, I think. 

Q. Well, you started to curtail in 1927?—A. Yes. 

Q. I must fix that date?—A. I will give you the exact date. 

Q. Perhaps in a few moments we will get to a specific instance where we 
would have to have that information. You would not admit then would you, 
Mr. Dodds, that by the curtailing of credits, through the pressure of economic 
necessity, prices were affected?—A. The bank was not under any pressure at 
the time. As I have recited to you fully, the bank felt that this speculation had 
gone far enough and that it should endeavour to put a check on it. There was 
not any pressure put on the bank, the bank did it of its own free will. 

Q. It was, however, in the sense that you were inspired by the necessity 
of having to do it later?—A. That is not pressure, is it? 

Q. I would say that was intelligent pressure. 

Mr. Hacxerr: Foresight. 


By Mr. Irvine: 

Q. Call it what you like. Let me ask this further question: Do you think 
there is enough money in circulation in Canada now to do what money should 
do?—A. Well, what should money do? You have not told me that. 

_ Q. You told me, sir, that money should be used for the exchange of goods. 
—A. Yes. There is enough money in circulation to-day to provide for the 
goods that are being exchanged. 

Q. I did not get that, Mr. Dodds.—A. There is enough money in circula- 
tion to-day to provide for the goods that are being exchanged. 

Q. Nobody would ever question that, that is to say, if the exchanges were 
made yesterday then it is presumed there was enough money— —A. Just what 
is your question? 

Q. My question is, is there enough money in circulation in Canada to 
facilitate the exchange of the goods produced in Canada and which could 
be consumed by the Canadian people in Canada?—A. I have said that there 
1s enough money to move the goods that are moving, and if there are some 
goods moving you would find there would be enough money to move them. 
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Q. Did you ever see goods move before money moved them?—A. Yes I 
have very often. I have moved goods into my house before the bill for them 
has got to me. 

Q. Yes, but you do not mean to give that as a serious answer?—A. Well 
0. 

Q. That is merely a matter of credit, which is money. As a matter of 
fact, money must move any goods that are moving, whether it is in the form 
of credit or otherwise, must it not?—A. Well, if you say that money is credit— 
and you said that—it is obvious if the goods are moving, and somebody has 
bought them, that they have either paid for them or credit is being given. 

Q. You say money is not credit?—A. No, I was only saying you said it. 

Q. I would like to know what you do say about money, but you would 
not tell me when I asked the question. 

The CuatrMaAn: Mr. Irvine, do you not think that you had better confine 
yourself, as much as possible, to the immediate matter under consideration? 

Mr. Irvine: Mr. Chairman, I resent that. 

The CHatrMAN: We are not now discussing your eleven year old resolu- 
tion on financial credit. 

Mr. Irvine: No, but Mr. Chairman, let me say to you that you are not 
quite fair on that. 

The CHatiRMAN: I want to be fair, Mr. Irvine. 

Mr. Irvine: I am sure you do, Mr. Chairman, but the point that I have 
tried to establish is that there is a relationship between the curtailing of credit 
and prices and J think the witness has agreed with me. Now I want to know, 
in order that prices should be brought up to where they were before, or goods 
sold in Canada, whether there is enough credit, or money—whichever you 
wish—in circulation to-day?—A. I told you, did I not, Mr. Irvine, that there 
was enough money to move the goods that were moving, and if there were 
more goods being moved the money would be available to move them. 

Q. I know you told me that, but I have never yet seen goods start to 
move without there being money to move them.—A. When goods start to 
move, and people want to buy them, then there is enough money to move them, 
but if people do not want to buy them and if the money is in the bank or 
anywhere else, then money won’t move them. Every child in the home wants 
to move goods but they have not got the money to buy them so they don’t 
move. 

Q. Exactly, so you are proving my point that goods do not move if there 
is not enough money to buy them, that is by having enough money in the 
hands of the consumer.—A. Not only that but the wish to buy. 

Q. Naturally. 

The CuarrMAN: Are we not getting into the realm of metaphysics? 

Mr. Irvine: I do not agree there, Mr. Chairman. I think any reasonable 
man reading the evidence will discover that what I am trying to elicit from 
the witness is legitimate and to the point of the inquiry, namely, that he already 
has admitted, and it is true if he did not admit it, that the curtailing of credits 
will lower the price of goods and if you lower prices of goods you will help 
the depression. Now, I want to know whether there is sufficient credits, or 
money, to buy, or move, all the goods that would be consumed by the Canadian 
people, and which have been made ready for their consumption? 

The Cuatrman: Mr. Irvine, is not your statement predicated on the assump- 
tion that there was a curtailment of commercial credits, and that thesis has 
not been established, yet, by this witness? 

Mr. Irvine: No, that is not the answer to my question. 
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The CuHatrMAN: I am asking you a question. 

Mr. Irvine: No, because the question that I am getting at would not be 
very directly affected by commercial credits. 

The CHarrMAN: Well, I suggest we adjourn till four o’clock. 


The committee adjourned at 1 p.m., to resume at 4 p.m. 


AFTERNOON SITTING 


The committee resumed at four o’clock. 


Mr. Irvine: Mr. Chairman, I want to make it understood before I start 
asking questions, that I want to be as quick as possible, and I hope I shall not 
be forced to argue the relevancy of my questions. If you rule them out, I 
shall not argue with you. 


The CuarrMAN: That is a fair understanding. 


By Mr. Irvine: 

Q. I want to inquire about the question that we were discussing before the 
close of the morning session. Mr. Dodds, in your opinion and judgment, how 
much money should be available in a country, at any time?—A. Enough money 
should be available to carry on the commerce of the country. That is the only 
answer I can give to that at the moment. 

Q. Would you say that the actual wealth produced in a country, and the 
capacity of its people to consume, should be factors more important than any 
other in arriving at that conclusion?—A. Would you repeat that? 

Q. Would you say that in arriving at the proper amount of money that 
should be available in a country at any given time, the amount of wealth to 
be distributed within that country, and the capacity of the people to consume 
that wealth, should be factors to be considered, rather than any other? 

Mr. Ernst: Is not that a question on the monetary system? 

The CuatrMan: It is. 

Mr. Ernst: I am not out of sympathy with your views. 

Mr. Irvine: If it is ruled out, all right. 


The CHarrmaN: He just asked if those matters to which reference was 
made were factors? 


The Witness: Factors, yes. 
Mr. Irvine: Shall I proceed with another question? 
The CuarrMan: Yes. 


By Mr. Irvine: 


Q. Have the bankers of Canada been adhering to the gold standard, since 
1927’?—A. As far as I know we are not on the gold standard; we cannot export 
gold, if we want to. 

Q. Do the bankers still adhere to the standard?—A. We believe, ulti- 
mately, we will come back to a gold standard. 

Q. Is it fair to ask why you believe that?—A. Because no better system 
has been found, so far, that I know of. 
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Q. Would you not say that the price level is a more honest, more scientific, 
and therefore a more dependable system than that of the gold standard?— 
A. Well, I believe in the gold standard. 

Q. Do you, or do you not, think that a dollar saved by a working man 
at one time should be exchangeable for the same value of goods at any other 
time?—A. That is, as far as I know, an impossibility. 

Q. It has never been possible under the gold standard, has it?—A. The 
answer is no, I think, to that. 

Q. Do you believe in a thing called sound money?—A. Sound money? 

Q. Yes.—A. I certainly do. 

Q. What is it?—A. Well, I would say the gold standard working properly, 
is sound money. 

Q. Has Canada been upon sound money during the past two years?— 
A. Mes. 

Q. And we were not on the gold standard then, were we?—A. No. 

Q. Then, sound money does not depend upon being on the gold standard? 
In view of the soundness of Canadian money, would the witness please explain 
the difference in exchange between Canada and the United States, since 1931?— 
A. The first part I did not get, sir. 

Q. In view of the fact that our money is sound, has been sound, and I 
believe it is sound, can you explain why the sound money of Canada should 
be so much at variance with the sound money of the United States, since 1931? 
—A. There was more to pay than we were getting in, and therefore there was 

difference between the valuation of the two currencies. 

Q. Would you then explain how it is that with the U.S.A. with more 
gold than at any other time in its history, and Canada definitely off the gold 
standard, by declaration of order in council, our dollar should now be almost at 
par?—A. The reason our dollar is now at par is there is practically, as be- 
tween what we have to pay and what we have to receive, an equality; there 
is equilibrium, in other words. 

Q. I understand, from your viewpoint, the amount of exchange we have 
to pay at any time has nothing to do with gold; is that right?—A. I do not 
think that—the gold standard is not working at all now, so it has no particular 
bearing at the moment. 

Q. That may be the reason why our dollar is now nearly at par. May I 
ask a few questions now in regard to stock exchange financing. How many 
chartered banks in Canada have branches in the city of New York?—A. Well, 
the Bank of Montreal, The Canadian Bank of Commerce, The Royal Bank of 
Canada, the Bank of Nova Scotia, and the Dominion Bank have agencies in 
New York. 

Q. Can you explain the nature of the business done by these agencies in 
New York?—A. Yes; they act as agents for the bank. They put out our 
surplus reserves that we must either keep in our vaults without earning any 
interest at all, or loan the money there, in order that we may earn something 
with it and the people of Canada thereby benefit. 

Q. Have you any idea of the volume of business done by these agencies 
last year in the city of New York?—A. The volume? I do not know just what 
you mean by volume. 

Q. Well, I mean all the business that was done, all the lending in regard to 
any sort of enterprise whatsoever—A. I can give you the net funds abroad 
of all Canadian banks in 1926, 1927, 1928 and 1929, by reading this statement 
that I have drawn up if that will help. 

Q. Can you give it to me for December 31st, 1928, and June, 1929?—A. 
I have not those figures here. No doubt they can be given, but I will 
give you the figures I have, if that will be of any help. 
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Q. All right, sir—A. I drew this up on the basis of the possibility of some 
one suggesting that the chartered banks of Canada have frequently been charged 
with borrowing under the Finance Act in order to send funds to New York when 
the call loan rate was high, the chain of reasoning being that because it would 
have been profitable presumably, to do so, the banks must have done so. 

But the facts show that the movement of funds was in quite the opposite 
direction and the situation.is illustrated by the following figures: 


Annual average of monthly averages 1926 1927 1928 1929 
of the New York call loan re- 


newal rate as reported by Stan- 
dard’ Statisties 3Go.00.9.8 2. 4.50% 4.06% 6.05% 7.61% 


Note: The call rate for brokers’ loans in Canada was 6 per cent from Ist 
January, 1926, till 10th June, 1929, when the rate was raised to 64 
per cent. 

Figures (in millions of dollars) for 


Canadian chartered banks as of 
31st December: 


Netwrnmes, Abroad 294 sb7. 2! Sees 03364 300.1 216 134.3 
So that our net funds are down in 1929 from 1926 to the amount of roughly 
$200,000,000. 


Q. Well, the figures I have here say that on December 1931, all banks in 
Canada had on call and short not exceeding 30 days, New York, $292,693,175; 
whereas in 1929, June 30th, there were $333,285,323, on call and short, and from 
that time onwards, for some time, it continued to go down until December 31, 
1932, there was only $91,491,603. You do not know whether those figures are 
accurate or not. —A. I cannot tell you. But I have a statement of our figures, 
if that would be of any help to you. 


The CHatrMAN: Is that all call loans at home and abroad? 
Mr. Irvine: No, all outside of Canada. 


The Witness: The statement I have shows the Bank of Montreal’s assets 
and liabilities outside of Canada from December, 1925 up to and including the 
figures for the end of November, 1929,—this period covering the time when 
money was in such great demand in New York. It shows that our call loans 
outside Canada in December, 1925, were $151,000,000. Call money in New 
York at that time was worth about 5-3 per cent. During the period from June, 
1928, to mid-summer, 1929, our call loans abroad ranged from $105,000,000 to 
$159,000,000, although call loan rates abroad ranged from 6 per cent to 12 per 
cent, and somewhat higher. We gradually withdrew Canadian funds from the 
New York market during the period when money rates were rising at that 
centre. 

Our net funds abroad, 7.e., the amount by which our deposits outside Canada 
were exceeded by the amount of money which we were employing outside of 
Canada, or in other words, the amount of funds belonging to Canadians, which 
we were obliged to employ in readily realizable form outside the country if we 
were not content to hold it in Canada as additional cash, stood at $116,000,000 
in December, 1925. The trend was downward during the succeeding four 
years, and by November, 1929, our total net funds abroad had been reduced to 
$32,000,000. In other words, we brought back to Canada $84,000,000. 

I have a statement showing the various months and how the figures are 
made up, and if you like I will pass it to the Clerk to be put in the record. 


The CHatrman: That will be all right. 


(See appendix “V.’’) 
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By Mr. Irvine- 

Q. Finally, in connection with the previous question, Mr. Dodds, was the 
principle of call loans initiated for the purpose of being able to loan on margin? 
—A. No. 

Q. Loan and buy on margin?—A. The principle of call loans was initiated, 
as far as we are concerned,—the principle of putting money into call loans— 
was introduced with the idea of having money readily available at any time we 
required it to use in connection with commercial business in Canada. 

Q. The possibilities of being able to turn it over quickly, lends itself to call 
loan business, rather than to any other available outlet?—A. Well you see you 
cannot loan money on call in Canada. We have not the big money market here 
like we have elsewhere. ' 

Q. I am speaking in regard to trade?—-A. Yes, quite true. I was going 
on to say, therefore, we have to put the money somewhere where we can get 
it readily, if we require it. 

Q. What interest did you receive on call money in New York, in 1928 and 
1929?—A. I explained that. 

Q. Five and a half per cent?—A. What year? 

Q. 1928 and 1929.—A. In 1928 and 1929 it ranged from 6 to 12 per cent, 
and somewhat higher; but all that time during that period, when call money 
was worth more in New York, when we were getting more for it, we were bringing 
it steadily back to Canada. And in fact, in those years I have mentioned, 
we brought back no less than $84,000,000. 

Q. I suppose some of the money that you had in New York was used to 
buy on margin?—A. Well, people who had bought stocks and wanted to carry 
them, came to the bank and borrowed money. Money, in that sense, was used 
to finance it. 

@. You have no regulation, I suppose, by means of which the values of 
stock would be placed on an earning basis?—A. What is that? 

Q. On the basis of what they could earn, actually?—A. As I pointed out 
in connection with the call loans in Canada, I read a letter in which I showed 
that we did not usually loan. money against stocks that were not paying 
dividends and were speculative. We did not wish to loan money for that 
purpose at all. In fact, in Canada, we declined to take them and, as you remem- 
ber, we did not want to see them reappear. In New York we have never lost a 
dollar on loaning money that way. All the loans were fully margined at all 
times, and as I say, we have never lost a dollar. 

Q. Do you think that Canadian bankers are justified in using Canadian 
depositors’ money, in New York, to finance the “racketeers and jackals,” so 
called, of civilized society while Canadian schools are closed, and Canadian 
homes suffer, through lack of money?—A. Well, the two things have no bearing 
on one another. As every one must know, we have to keep a certain amount 
on reserve, cash or its equivalent on reserve. We cannot loan that money here. 
We, therefore, have to keep it somewhere where it is readily available. It would 
not, as you know, and as I know, and as everybody knows, be readily available 
if we were to loan to schools that were unable to repay. We have to bear in 
mind the whole time that our depositors’ money must be kept safe. 

Q. I should like to ask a few questions with regard to consumers’ purchasing 
power as a means of affecting the depression. Would the witness describe the 
process by which the credits created by the bank reach the consumer?—A. I 
think it is outside of this question, myself. I do not see what it has to do with it. 

Q. I do not want to press it, but, Mr. Chairman, I want to get it. I can 
indicate perhaps, what I mean. I think most loans in Canada, and in other 
countries using the same financial system that we do, are made for the purpose 
of production, and, therefore, can only go to the consumer in the form of wages, 
or salaries, for having engaged in that production. That is what I wanted the 
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witness to describe to us?—A. Well, do you mean when we loan money, what 
happens? We loan money to somebody, and they pay for goods, which, 
presumably, the consumer gets. So they put the money out in wages, and the 
wage earner spends the money, and so on. 

Q. Then, I want to ask if you think that the money obtained by workers 
in an industry, say any industry you like, in the form of wages and salaries, 
buys the entire output of the industry; can it do it?—A. I do not know that the 
money we happen to loan to a leather man, if I understand you correctly, goes 
to the people in the industry, so that the people in the industry buy the whole 
of the leather products. Is that what you are getting at? 

Q. Suppose a boot and shoe factory puts out a million pairs of boots next 
year, and it pays the ordinary wages to its employees, and salaries to its officials, 
and so on, would the monies thus paid out be sufficient to buy all the million 
pairs of boots and shoes made by that factory?—A. What about the buildings 
and everything else that have to be paid for? 

Q. Exactly. It cannot be done then, can it? If there is not enough money 
paid out for them to buy the boots where will it be paid out?—A, Well, I think 
that is away out of the present subject matter. 

Q. If you think so, I will stop. I will pass on. Do the banks of Canada, 
then, ever make loans for consumptive purposes? 

Mr. MacMrinuan: Do you mean internal consumption? 


The Witness: I do not know what you mean. Explain what you mean. 
By Mr, Irvine: 


Q. Do you ever lend money to people to buy goods with?—A. Of course. 

Q. Would you say that the money that is loaned to buy goods would con- 
situte the major portion of the loans made by the banks of Canada?—A. We 
lend money in the ordinary sense to buy raw materials, to pay wages— 

Q. Exactly. That is what I think. That is not for consumptive purposes; 
that is for production purposes?—A. I was telling you what we do and, there- 
fore, it follows, I assume, it is not all for consumptive purposes. 

Q. What I wanted to be sure of was that it was the general method. I am 
not even criticizing. Information is all I am asking?—A. Yes. You just want 
to find out. 

Q. I do not know that I need to pursue that question, since it was manifest 
that it was away off the point, Mr. Chairman, and out of order, though if I had 
time I would like to show you how it was in order. But we will do that some 
other time. Have the bankers of Canada given any thought to the problem of 
getting money into the pockets of consumers sufficient to buy the output of 
goods in Canada?—A. The banks have been so busy running their ordinary 
business in the last four years that they have not got down to a lot of these 
theoretical things at all. 

Q. I just want to say, Mr. Chairman, that it is not theoretical to find out 
how to move the goods sitting on the shelves of the warehouses in Montreal into 
the bellies and under the feet of the people of Canada; that is not a theoretical 
question; it is a very, very practical question, 

Mr. Ernst: The point is whether this is the place to find out the answer 
to your question. 


Mr. Irvine: If this is not the place to find out there is not any place where 
it can be found out. We are enquiring into the banking system, and I am form- 
ing the relatively fair question as to what the banks have done and might do to 
try to alleviate the depression, or give us prosperity. I am suggesting, Mr. 

Chairman, that the best way to get prosperity is to try to get money into the 
pockets of consumers in order to buy goods. 
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The Witness: Yes, but unless the consumers want to buy the goods what 
is the good of having the money there. There is money in a lot of these gentle- 
men’s pockets here, but if they do not want to buy a thing they will not buy it, 
and that is the end of it. 


By Mr. Irvine: 

Q. Now, that is theoretical?—A. It is practical. It is essentially practical. 

Q. I do not desire to enter into theory at all, Mr. Chairman. Let me ask 
this: can you explain this to the committee—how the bankers of Canada, while 
holding to a gold standard theory, and financing production only—how they 
propose to get the necessary increase of purchasing power to the consumers, 
because they are not getting it now?2—A. My answer is, I cannot tell you. 

Q. Did you ever hear of the Douglas proposals in this regard?—A. Yes, 
and I believe that everyone had an opportunity of expressing views upon the 
Douglas proposal to the Royal Commission on banking; but I do not see that 
that august body seemed to have paid much attention to it, and thought it not 
worth while to go at any great length into it after it was represented to them. I 
have paid no further attention to it since I saw that it did not interest them. 

@. Would you oppose a proposal to issue currency and eredit for internal 
use based on the aggregate wealth produced in Canada from year to year, and 
to use gold exclusively for international dealings?—A. I certainly would. But 
give me that question again. 

Q. Would you oppose a proposal to issue currency and credit for internal 
use?—-A. We have currency and credit for internal use. 

Q. On the basis of the aggregate wealth produced in Canada from year to 
year, and to use gold exclusively for international dealings?—A. Yes, I am 
opposed to that. 

Q. Why?—A. Because with regard to that, if you are going to base some- 
thing on that, it would probably result in inflation, and I am against anything 
of an inflationary nature, in the ordinary way. 

Q. Again, I am not arguing, Mr. Chairman. Just a few questions on debts, 
and then I am through—maybe five minutes more or less. Is it possible by the 
present system to carry on without both individuals and governments going into 
debt?—A. If you want to carry on business, there are always people that will go 
into debt. They borrow the money in order to enable them to do all the things 
we are talking about. So that people are constantly going into debt, and unless 
people go into debt, generally speaking, I think that the business of the country 
—our business at all events—won’t be very good, and I do not think the business 
of the rest of the country will be. 

Q. I am glad that you pointed that out, because afterwards we would have 
to find out what the banks are there for?—A. That is why I answered that way. 

Q. The question is that it is impossible for either individuals, or govern- 
ments, to carry on business in this country, to-day, without going into debt?— 
A. No, I think that whilst they have to spend money—governments and so on— 
it is not necessary for them to keep on going into debt; they should balance 
their budgets in some way and keep from going further into debt, 

Q. Then, of course, the next question is, if the governments always balance 
their budgets, and families always balance their budgets, what would the banks 
be doing?—A. They would be lending money against goods moving around. 

Q. You cannot lend money, can you, without creating debts?—A. You 
cannot; no. 

Q. No. I thought not. What is the amount of the international debt to-day, 
do you know?—A. No. 

Q. Have you any idea of the amount of debt, private and public, in Can- 
ada?—A. That is a matter of public record. It can easily be found for you, 
I am sure. 
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Q. The public record, I might suggest, is not very accurate. For instance, 
we are only guessing at private debts, and not any too sure about the public 
ones, apparently. But let me ask this question: we can, I suppose, get the 
figures of the debts. It will be admitted that we have a very high debt. Let 
me ask this, suppose we stopped borrowing from this moment and balanced our 
budgets—both private and public budgets, lived within our means entirely, did 
not pay any interest on the principal of debt now hanging over us, say for the 
next twenty years—what would our total debts public and private, be then, 
supposing they are 18 billions now, as I think they are?—A. You tell me, I could 
not tell you. 

Q. You could very easily. At 5 per cent interest, without compounding, 
they would be 36 billions. Now, in twenty years, without borrowing any more 
at all, do you believe we can pay these debts?—A. I believe we can pay our 
debts in the course of time, yes, if people do as I say, balance their budgets. 

Q. I was trying to assume that we did that, Mr. Chairman?—A. It is just 
an assumption, so far, and we are a long way from it. 

Q. We will be a further way from paying them still, if we do not. My 
point is that debts create more debts. They are reproductive. They reproduce 
faster than rabbits?—A. That is going some. 

Q. Yes, it is. Let me ask this question, in that connection, and that will 
probably finish what I have to ask: would you be prepared, as a banker, to 
accept the responsibility that, if we followed the bankers’ advice and retained the 
present bankers’ system of finance, the system will provide ultimately for its 
own liquidation?—A. I do not propose to go into liquidation. As there always 
have been, there will be uses for such people as bankers. : 

Q. Quite so. I am not disputing that. Do you agree that the deflation 
which the bankers, probably compelled by circumstances, carried out during 
the last few years has had the effect, through the lowering of prices, of largely 
increasing the debts, say, of farmers?—A. You assume so much. You assume that 
the banks started in to deflate the country, as you call it. I do not know where 
you get that notion. 

Q. I may say, Mr. Chairman, that the figures which I tried to get, earlier 
in the day, but were not available at that time, would amply justify my state- 
ment that deflation took place. I might say that Mr. Spencer has the figures, 
and will put them on record when he questions the witness; and that will indi- 
cate—I am not assuming anything—that deflation took place; and I am not 
saying it should not have taken place under the system. In the opinion of the 
witness, would it not be just to so arrange matters that a bushel of wheat would 
pay the same amount of debt, in 1934, as it did, in 1929?—A. Well, you ask a 
question like that about a bushel of wheat. One year a farmer is going to have 
thirty bushels of wheat and the next year he might have ten bushels of wheat, 
and he will do the same amount of work in each year. Am I to understand 
that you think the man should be able to buy three times as much one year, 
when he is being blessed with a bountiful harvest, and lots of rain, and no pests? 
Am I to assume that you think that same bushel of wheat should buy the same 
amount of goods? One year he would be able to buy three and the next year one. 

Q. No. My question is directed to you, sir, on the basis of the fact that we 
must, or should, have some control of finance, and we have not any such control? 
—A. No. That is exactly it; we have not. Neither have we any control of 
how much wheat a farmer will grow, and, therefore, you can have no control 
on how much his spending power is going to be. 

Q. I do not like to argue, but I think we can afford to set aside that objection, 
and ask the question this way: is a bushel of wheat not worth a bushel of wheat, 
at any time, or should it not be? Why should it be worth so much more, to-day, 
and less, to-morrow?—A, A bushel of wheat is worth a bushel of wheat, but it 
will not buy the same thing always. 
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Q. That is the point I am getting at?—A. I realize that. 

Q. And is not the reason why that is so, in many cases, the fact that the 
monetary system has been altered—that values have been altered. 

The CHatrmMan: Price levels have gone down. 

Mr. Irvine: All right. It is another way of saying it. Price levels have gone 
down, but why have price levels gone down. 

The CuatrmMan: Is there not such a thing as the law of supply and demand? 

Mr. Irvine: Are you asking me? _ 

The Witness: There is just one thing J wanted to say. You referred to an 
address of mine in Winnipeg, and I am sure you wanted to be fair. 

Mr. Irvine: Surely. 

The Wirness: But you indicated that I said that savings deposits are a 
measure of loans. What I said—I have a copy of it here—you will recall that 
I drew attention to the fact that we also had our capital and reserve—J said, 
“As savings deposits are a requisite to and (roughly speaking) a measure of 
loans, these deposits are greatly sought as an indirect source of profit.” 

Mr. Irvine: Your back door was in the “roughly speaking”? 

The Witness: Yes. 

Mr. Irvrve: I wish to thank the witness. 


By Mr. Willis: 

Q. Might I ask, Mr. Dodds, how many rural branches you have in your 
bank, in Western Canada?—A. I can get you the figures. 

Q. In any event, you have a number but not many?—A. We have a great 
many. 

Q. In connection with those smaller banks, Mr. Dodds, in rural Western 
Canada, what restrictions do you place upon your individual manager?—A. 
In smaller branches. 

Q. Yes, in smaller branches. For instance, you have a branch in Hartney, 
Manitoba.?—A. Yes. 

Q. And I think you yourself were manager, at one time, at Reston?— 
A. That is right. 

Q. I think probably it was responsible for your great rise?—A. I am sure 
it did me good. I now have the figures giving the number of branches. The 
Bank of Montreal has 36 branches in Manitoba; 51, in Saskatchewan; and 
55, in Alberta. 

Q. How many rural branches?—A. That I am afraid is not here, but we 
have a good many. You were asking about restrictions. 

Q. The restrictions which you place upon managers in those smaller 
branches, such as Hartney?—A. I cannot-just tell you what the limit is to the 
manager of our Hartney Branch. There are sometimes cases where limits 
depend not only on the locality but on the manager there—on his ability to 
lend money. It might be a fair assumption that the manager of a bank in a com- 
munity about the size of Hartney would have a limit of about $1,000, or $1,500. 

~Q. Do you put on him a total limit for the year, or for the season?—A. 
There is no total limit at all. 

Q. There is no total limit?—A. No. 

Q. It is just the limit to the individual?—A. That is right. 

Q. Well, what instructions do you give him, in regard to loans? I mean 
does he have to report his loans to Head Office to get sanction, above a certain 
figure?—A. That is what I thought you were getting at. The manager has the 
right, has the authority, to make loans for productive purposes, and so on, in 
ee like that, we will say, for a thousand dollars, without reference to Head 

ce. . 


_ Mr. Macmintan (Saskatoon): On his own initiative?—A, On his own 
initiative. 
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By Mr. Willis: 

Q. Is it not a fact that these restrictions have changed recently? 
is quite untrue; they have not changed at all. 

Q. Then I have been given incorrect information on the matter?—A. Well, 
I am sorry, but I think you will accept my word that we have made no change. 

Q. Is it not a fact, Mr. Dodds, that within that district, for instance, where 
you were one time manager, there used to be lines of credit and they do nct 
exist now?—A. Well, there would be a line of credit in the sense that a man 
would walk in to the manager and ask for a line of credit, and tell him that 
he would want so many hundred dollars for putting in his crop in the spring, and 
so many hundred dollars later on, and so much when he was threshing, and he 
would say “Am I all right for that?” and the manager would say ‘“ Yes” or 
“No” as the case may be; sometimes it would be “no.” and if he wanted 
more than a thousand dollars, if he was a big operator, the branch manager 
would have to show, to his Head Office, that the amount would be forthcoming 
at the end of the time or period for which the money was required. 

Q. Is it not true in those smaller places, for instance the place 1 come 
from, that some men there had a line of credit up to ten thousand dollars and 
they cannot get it now?—A. Farmers. 

Q. Yes, farmers?—A. Well, I do not ever remember, in all my experience, 
lending money to farmers up to ten thousand. 

Q. Yes, but the line of credit was there; I am suggesting the line of credit 
was there if he desired to use it, which is not there now?—A. Well, it is possible 
that one of the banks which could no longer continue in existence loaned money 
that way. You had the Union Bank there, had you not? 

Q. Yes?—A. Well, it is no longer in existence. 

Q. No; we have a stronger one in its place though. Is not this a fact, Mr. 
Dodds, or is it a fact, in connection with your branches that where he once 
need only report a loan of a thousand dollars, or over, latterly he had to report 
loans for sanction of $500; and latterly again he had to report loans of $300; 
he did not even have discretion up to $300.—A. That is not correct. What I 
think you have in mind is, that in a number of our branches they can lend up 
to, we will say, $500, or $1,000, or $1,500, but when the manager made the 
loan and the money was withdrawn, he had to report the details of it, That 
might be what you have in mind. 

Q. What I have in mind is precisely this—and I have talked to bank 
managers with the Royal, the Bank of Commerce, the Dominion and the rest— 
and they tell me that where formerly they had a credit of $1,000, or could lend 
up to $1,000, that that has since been brought down to $500, on instructions 
from Head Office, and was afterwards brought down lower even than that.—A. I 
cannot say what has happened in other banks. All I can tell you is to the best 
of my knowledge it did not happen with us. However, it might have happened 
in some case where a manager had a limit of a thousand dollars he would take 
full advantage of it. 

Q. Have you certain banking policies, Mr. Dodds, for certain districts, that 
is to say, where a district has had crop failures for one or two years would you 
have a different policy there than you would have in a district where there have 
been good crops.—A. Our general policy is to lend all the money we can for 
farming purposes where we know we are going to get it back. In districts where, 
year after year, they are hailed out and the man’s position is getting worse, or 
he is dried out, and so on, naturally the manager will not lend so much money 
and I suppose he gives the best excuse he can. I do not know just what they say. 
They often blame Head Office, naturally. 

Q. For instance, men come to me, in my present unfortunate position, with 
stories with regard to the bank that they have 200 acres of wheat standing out 
there ready to cut and cannot buy binder twine, and that the bank will not 
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advance them $50, for the binder twine—A. Even that is possible, with all the 
legislation that Provincial Parliaments have enacted it has made it difficult for 
farmers to get credit and, of course, there may be a thousand and one other 
things to take into consideration. 

Q. Without those features, in the ordinary case where a farmer, perhaps, 
has 200 acres of wheat standing out in the field ready to be cut and there is na 
creditor in the picture, outside of the usual taxes and perhaps the mortgage 
company, in some cases the loan would not be made.—A. Well, if you say that 
you know of such cases all I can say is that I would like to have the details, 
because if there are only those things that you mention and there is that 
standing crop of 200 acres and a man cannot get $50 to get binder twine, and 
so on, I would want to know what his character is to start off with. You referred 
just now, Mr. Willis, to restrictions and so on. You perhaps noticed, in the 
report of the Royal Commission, that 99.64 per cent of the loans on the Prairie 
Provinces are never referred to Head Office. 

Q. Because they are of the smaller character, but is it not a fact that in 
a district which has probably not had good crops there are restrictions——A. We 
have no definite restrictions about this part of the country, and so on, but 
naturally if the record of that part of the country is that the farmers are not 
going to get crops and they are saying they will repay from the crops, you are 
going to be more conservative in the amounts you lend than if it was a well 
known crop district. 

Q. So that there might very well be restrictions there in regard to districts 
where there were no crops, or poor crops, whereas there are no restrictions for 
districts where there are good crops.—A. There are no definite restrictions other 
than that the manager who is there knows that the conditions are such that it 
is possible he may not get his money back. I do not want to get at cross- 
purposes; I will try to answer whatever you want. 

Q. All I want to show is that in regard to those Head Office instructions 
they become definitely of this kind: Restricting the manager’s power to lend 
money for this purpose down to $300 alone—A. No. 

Q. Well, I can read English, Mr. Dodds——A. Well, I would like to see it. 
I am only answering for my own bank, and J say that to the best of my 
knowledge I believe there is no such thing in the Bank of Montreal. There 
may be, but I do not know of it, and if you know there is, I wish you would 
tell me. You can tell me here, or afterwards, if you like and I will inquire 
into it, personally. Personally, I say in the meantime, that until it is proven 
to me, I doubt it. 

Q. What value do you put on what you might call the moral obligation? 
By that I mean precisely this, that whereas a man has gone along for ten 
years and paid his debts and has been a successful farmer, what value do you 
put on that?—A. Well, I put the biggest ‘“C” there is to every such loan ever 
made, and if your loans are to be good the first thing is the moral obligation, 
character. 

Q. In regard to the question of security for a loan, what security does the 
usual rural manager take on loans, say, to a farmer?—A. He just takes that 
character we have been talking about. 

Q. You do not need to commit your branches or the branches of other 
banks.—A. Just let us stick to mine. 

Q. Would you not suggest that he was a good manager who said firstly, 
that if you want to borrow a thousand dollars we will make a note, and 
secondly— -—A. Well, we always have a note. I thought that was assumed. 

Q. And secondly, we desire you to bring in your title deeds to the two 
sections of land which you own, showing clear title—A. Well, that is not 
security. 

Q. That is not security?—A. The borrower cannot mortgage his farm, if 
he has not got the title deeds. 

(Mr. Jackson Dodds] 


BANKING AND COMMERCE 311 


Q. But usually he is asked for that?—A. Not usually. It is an evidence 
of good faith, that is all. 

Q. And thirdly, is it not a fact, Mr. Dodds, that most managers—or at 
least a number of managers—on top of that would ask for a chattel mortgage 
on the man’s goods?—A. Well, I think it might invalidate the loan, if he did. 

Q. You have to be careful, that is true——A. Well, there you are. 

Q. But, Mr. Dodds, I am coming to this, that in regard to loans from 
banks one of my criticisms in regard to farm loans is that you do take 
all the security the man has?—A. Well, we are ready to release it as soon as 
he pays off. 

Q. I agree with you, but your policy is to get as much security as possible; 
that is the policy of what might be called good bankers?—A. I never refuse 
security that is offered to me. 

Q. Would you refuse to ask for it?—A. Sometimes. 

Q. I have found this to be the case, Mr. Dodds, in connection with rural 
managers, and I found it to my sorrow— -—A. I am sorry. 

Q. —that they do not accept the security of the man as a moral obligation 
without saying, “well, after all, we do not know that this crop is going to be 
taken off, this man may be all right but we do not know whether hail is going 
to come or not”; and they do not accept the security of his title deeds to a 
great degree due to the fact that they say, “well, we do not know what the sale 
for this will be when we would have to deal with it.” That is the point where 
I come in, Mr. Dodds; they come to me with the note and I say “what are you 
doing with this note?”, and they will say “well, the bank manager sent me up 
and said if he gets your endorsement he will be glad to lend the money.’— 
A. Well, I must congratulate you on the high character you must have in 
your district. 


The CHatRMAN: I think we have all had that experience. 


By Mr. Willis: 


Q. Mr. Dodds, would you mind moving into my district?—A. I imagine 
you would be a very good neighbour. 

Q. Then, Mr. Dodds, the next thing that I have found is this, that I go 
down with this gentleman to the banker and I say to him “Mr. so and so, why 
is it that you will not lend this man this money, he is a good farmer in this 
district and has been here a long time, he is worthy and intelligent, and in 
the past he has paid his bills.” He turns to me and he says, “‘the reason I will 
accept your endorsement is because you have got a salary’—indefinite as that 
may be.—A. Oh, I think it is your character. 

Q. I am sorry to differ with you on that, Mr. Dodds, but those are the 
restrictions which we find, and the general criticism is made—and I have tried 
to check it up as well as possible—that in those districts where there were no 
crops loans will not be made——A. Well, if there are not crops then you cannot 
expect loans to be made. If you realize there are not going to be crops then 
you are not going to lend the money. 

Q. May I point this out to you—and I say it is unwise on the part of the 
banks—we have in Manitoba what you might call the north and the south, 
and in the south of Manitoba in 1925, 1926, 1927, and 1928, we had far better 
crops than they had in the north. Then it turned. The crops in the north were 
very good for 1930, 1931, and 1932, much better than in the south. Now, you 
gave out ample to the north, and perhaps afterwards when we do not need it, 
you will probably give us all the credit we want.—A. As I told you once before 
me we are not infallible. I wish we could guess where the crops are going 
0 be. 
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Q. But does that not heighten the depression, Mr. Dodds?—A. No. I think 
that money is loaned unwisely, that is, where it is not going to do anybody 
any good to put it out, and where there is a chance that the money will not be 
repaid—letting men go and buy things which they cannot afford to buy. For 
instance, if you go into a district where it has been dry up to the middle of 
June and a farmer comes in, in July, and says “I have got a good crop,” the 
manager quite naturally thinks to himself “ well, how much of that crop is he 
likely to cut?” 

Q. My difficulty is this, Mr. Dodds, my great criticism against the banks is 
that they come to me at that time and I go out and look at their crops and 
I endorse their note-—A. That is where your salary comes in. 

Q. Again indefinite as that may be. You are lending other people money 
it is true, but in the way in which you are lending it, the restrictions which you 
are setting up, you are making it more difficult for those people to carry on, 
and you are giving credit where credit is in reality not as necessary as it is 
in other places with an equal chance of return. As I pointed out there is a 
failure in one place one year, the south goes down and the north comes up, and 
another year the north goes down and the south comes up.—A. Yes, and we take 
those reasonable risks, but when it gets past a certain point we go no further. 
Our greatest desire, our greatest thought, is to help the farmer and to help 
production, and I have spent a good many years of my life trying to do it, with 
some success, and I realize there are young men who are taking similar trouble 
as you have taken yourself, but with 3,900 managers in Canada, some with 
experience and some without, there are bound to be mistakes; but, by and large, 
I think they are all trying to help and, as far as we are concerned, we have 
encouraged our superintendents and others to make reasonable loans. 

Q. May I suggest, Mr. Dodds, that the desire of the general manager is well 
concealed by the branch manager.—A. I know, but these fellows are young men. 
I was a young branch manager myself, and you get a man of your importance 
coming into the office— 

Q. Mr. Dodds, would you put that in writing now. 


The CuarrMAN: It is on the record now. 


The Wirness: And he, in the manager’s judgment, is being ill advised in 
endorsing the note, he does not want to say to you, Mr. Willis, you are making 
an ass of yourself—or whatever his thought may be at the moment—and he 
probably blames it on the superintendent, or the inspector, or whoever he may 
think of at the time; managers really are all human. 

Q. May I suggest again, Mr. Dodds, that my criticism of the bank managers 
is, that generally speaking I go to them and I say “ You are making an ass of 
me” because they send those men to me at a time like that?—-A. Of course, 
every man who wants you to endorse his note says the bank manager sent him 
to you. 

Q. Sometimes I have checked up and found it is so—A. As I said a moment 
ago, Mr. Willis, it is your character. 


Mr. Wits: I can see, Mr. Dodds, why you are general manager. 


By Mr. Vallance: 


Q. Mr. Dodds, is not the ability of a farmer to borrow determined first of 
all by the statement that he can give to the bank?—A. First of all it is deter- 
mined by his character. 

Q. All right—A. And secondly it is determined by the state of his balance 
sheet and the information given by the applicant as to what he is likely to 
produce. 
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Q. I want to give you a case. Going back to 1927, 1928, or 1929, a farmer 
walks into a branch bank, in the Province of Saskatchewan, he gives his state- 
ment, and he asks for a certain line of credit. The branch manager may have 
the right to extend to him credit up to a thousand dollars, as many of them 
have, especially in the Bank of Commerce, I happen to know that. Well now, 
he gives the manager the statement which entitled the manager to give him 
$2,000, at a time, in 1928. The same farmer walks into the same bank, in 
1932, and he gives the same statement, with probably 50 per cent more available 
assets, but he cannot get $2,000. Why?—A. In the first place he cannot give 
the same statement, if I may say so. His land probably is not worth as much 
to-day; his cattle are probably not worth as much to-day; the grain that he 
has to sell is not worth as much to-day. He must have made tremendous 
progress between 1928 and 1932, if he is actually worth as much to-day as 
he was then. 

Q. Well, just go a little further back and take 1919-—A. Anywhere you 
like. 

Q. Going back to 1919 then—and by the way that was the year that we 
issued the last Victory Loan for the Dominion of Canada—and let us assume 
I am a farmer, and I might tell you 1 am—I walk into a bank and give a 
statement to the bank manager and J ask for a certain line of credit. The 
bank manager looks it over and he says, “yes, that is a pretty good statement, 
you are entitled to that line of credit.” I ask you as a banker, suppose, for 
instance, that I have said to the bank in 1919, “I will take 75 per cent on 
the dollar for my statement,” which anyone who knows values in 1919 would 
agree that I could have got, but suppose instead I have bought Victory Bonds, 
what would my position be to-day with a Victory Bond, would it still be worth 
100 cents on the dollar?—A. It would. 

Q. Well, where is the asset that I had?—A. Well, the asset you had you 
have still got, you did not sell it for the Victory Bond. If you had sold it for 
the Victory Bond you would have 100 cents on the dollar. 

Q. Don’t you see, Mr. Dodds, what the farmer says to me. That simply 
because he was foolish enough to leave his money in agriculture, or to leave 
it in industry, that is the only reason why the Victory Bond is worth 100 cents 
on the dollar to-day. Mr. Chairman, I have been endeavouring for a good 
many years to get an answer to that question because it is asked frequently 
of me in Western Canada to-day. 

Mr. Lawson: I can answer it. 

Mr. VauLance: Well, possibly Mr. Lawson can answer it, but I would 
much rather Mr, Dodds would answer it. 

Mr. Lawson: The reason he left it in farming is because he thought he 
could make more money out of it by leaving it there. 

Mr. Vautance: No, Mr. Chairman. It is easily seen my good friend comes 
from Toronto. However, that is the question the farmers are asking me to-day. 
If a farmer walks into a bank to-day with 50 per cent, or, in some cases, 100 
per cent, more available assets he cannot get the line of credit that he got 
when he had 50 or 100 per cent less available assets, and he wants to know 
why it is that he cannot get it. 

The Wirness: I perhaps should just say that our policy has been just the 
same, we have not changed; the prices of the farmers have changed, but our 
policy has not changed. 

Mr. VaLuANce: Well then, probably the reason why the farmer finds him- 
self in the position he is in to-day is simply because of the condition the witness 
has pointed out. 
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The Wrrness: No. I suppose when he could have sold at that time a 
whole lot of people were willing to buy. Now they are not. 


By Mr. Geary: 


Q. Can you tell me, as of any date you have, the amount of your loans 
outstanding?—A. Say that again, Colonel Geary, please. 

Q. Can you tell me, as of any date you have, the amount of your loans 
outstanding.—A. I will have to read those figures across. At the date of the 
31st of January, 1934, we had Call and Short Loans (not exceeding 30 days) in 
Canada on stocks, debentures, bonds and other securities of a sufficient market- 
able value to cover $5,772,726; Call and Short (not exceeding 30 days) Loans 
elsewhere than in Canada on stocks, debentures, bonds and other securities of a 
sufficient marketable value to cover $25,459,915; Other Current Loans and 
Discounts in Canada $193,810,064; Other Current Loans and Discounts else- 
where than in Canada after making full provision for bad and doubtful debts 
$6,795,022; Loans to Provincial Governments $5,295,339; Loans to Cities, Towns, 
Municipalities and School Districts $33,779,321; Non-current Loans, estimated 
loss provided for $3,831,791. 

Q. About $275,000,000, is it—A. Roughly $275,000,000. 

Q. That is what I make it about. Then can you tell me what your savings 
deposits were as of that date—A. Deposits by the public, payable after notice 
or on a fixed day in Canada $379,746,146; Deposits elsewhere than in Canada 
$60,866,345, which is $440,000,000 roughly. 

Q. Well then, the figure you gave me, $379,746,146, are those classed by 
you as savings deposits——A. Some of them are savings deposits and some are 
deposit receipts, but they are all deposits that are payable after notice or on 
a fixed day. 

Q. Well, to shorten it, are deposits arising from loans included in that 
amount?—A. Well, deposits arising from loans are temporary deposits—people 
do not borrow to put money in savings or on deposit receipt. The proceeds of 
those loans will be found in the column headed ‘‘Deposits by the Public, payable 
on demand in Canada, $126,922,556.” 

Q. Then when you use the language that your loans outstanding are roughly 
speaking based on your savings deposits—A. I said savings deposits are roughly 
speaking the measure of loans; these deposits are accordingly set as an indirect 
source, that is to say, roughly speaking we can lend against our savings deposits 
and carry loans up to the extent of those figures I have given you. 

Q. Your lending is, roughly speaking, somewhere of the amount of your 
savings deposits——A. Well it would be if we could lend the money, Colonel 
Geary. 

Q. But you do not include in your savings deposits credits that arise on 
deposits by virtue of loans made by you—A. No. 

By Hon. Mr. Morand; 

Q. Mr. Dodds, just following along the line of questions asked by Mr. 
Geary, is it not true that every time you make a loan, indirectly, you increase 
your deposits? Might I put it this way: You make a loan of $1,000; the man 
spends that thousand dollars and it returns to you, or other banks, in the shape 
of deposits, so to the extent that loans are increased in the country deposits are 
increased, generally speaking, either savings or current, is that true—A. When 
we make a loan presumably the man wants to pay somebody and it does not 
stay very long; presumably it goes to somebody, and as loans are made 
obviously— 

a There is a deposit made and your savings or current accounts increase 
—A. Yes. 

Q. Now then, during the War there were tremendous borrowings by the 
government more particularly; as this money was spent it got into the hands of 
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merchants, and went out as wages, and so forth, and to the extent that there 
were borrowings your savings increased more or less in direct ratio, I believe 
vai true, is it not?—A. I was not here in the War, but I assume such sav ings 
wou 

Q. That would be the natural thing; therefore when the savings increased 
that man could purchase more government bonds, and again on these he could 
borrow further. I think that was a common thing during the war, it was with 
me—speaking from experience; was that, or was that not inflation? —A. There 
was inflation at the time of the war. 

Q. There was inflation at the time of the war; in other words, could you 
give us any idea the extent of the inflation, say from 1914 to 1920?—A. No, I 
am afraid not; I have not the figures. 

Q. Multiply ten times?—A. That is a theory which a lot of people seem 
to hold, that because a bank has a dollar on deposit they could lend $10. Noth- 
ing is further from the truth, despite what theorists and others say. The bank 
can only lend the money it has on deposit. 

Q. You are very very clever, sir, in the way you put your answer?—A. 
Thank you. 

Q. That theory may be held now in a direct way, but the fact of the matter 
is that as the loans are made the deposits increase, and as the deposits increase 
then greater loans are made; I think that was very evident during the war?—A. 
Well, quite often a loan may be made, a deposit increased, and ‘then that man 
pays that money out to somebody else, "and he repays a loan. 

Q. To that extent, of course, there is no increase—if it is a loan paid?—A. 
That is just it. 

Q. However, it is quite evident during the war that there was a very 
marked inflation, and in 1921 there was a definite inflation; can you tell us how 
the deflation was started at that time, do you know? You would not hazard 
any opinion as to that? And then from 1924 to 1929 again there was a marked 
inflationary period?—A. Well, there was a great expansion of business all over 
the country, and it seemed to us—as I explained before to-day—that in some 
cases it was going too far, speculation in stock, for instance; and we would 
put the brakes on that to enable us to lend money which was required in com- 
mercial business. 

Q. What I am driving at—I am not a lawyer, sir?—-A. Neither am I. 

Q. My questions may not be as direct as I would like to have them. What 
I am trying to get at is this: by virtue of the inflation—and that inflation dur- 
ing the war is, I think, admitted—during that period a considerable increase in 
savings was created, and by virtue of that savings there was more credit; did 
that, or did that not, increase the price of goods generally?—A. I am afraid, 
sir, it did. 

Q. As a matter of fact, prices increased. 

Mr. Lawson: Ask him, what about the demand for goods at that time. 


By Hon. Mr. Morand: 


Q. Yes. Was the demand any greater than it is at the present time; there 
is tremendous demand now, without the ability to buy, at that time there was 
demand with ability to buy?—A. I do not know that there is a very great 
demand at the present time, I have not heard about it. 

Q. I am afraid you will have to leave Montreal, Sir; there is a big demand 
in my city, but no opportunity to buy—not a demand, but a “want”. But I am 
not going to carry that any further. In my own mind Tam quite convinced that 
the greater the amount of the savings, the greater the amount of the loans, and 
the greater the amount of loans the creater will be the amount of savings, and 
the greater the savings the higher will be the prices paid for eoods?—A. Not 
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necessarily, Mr. Morand; you might have a greater amount of savings, we 
have large savings now, but there is no demand for the money; the man who 
has money is hanging on to it. 


The CHatRMAN: Do you think there is a direct ratio between the two, the 
amount of savings and the amount of loans; take the case of a loan paid to A, 
he pays B, who turns around and repays his loan back to the bank. 


By Hon. Mr. Morand: 


Q. That is true, so long as you are in an inflationary period. But in a 
period of deflation demand for loans is not so great. That is what is happening 
now. I notice that you read, during your statement, a number of letters to 
your managers; I believe they started around 1927 and on to 1929, advising 
the cutting down of loans for certain purposes; first of all I believe they were 
on stocks and bonds?—A. That was the only thing I could see in here—loans 
to brokers, loans for other than business purposes. I do not want that to be 
confused with anything else. 

Q. I understand. May I ask this question; was that a concerted action on 
the part of all the banks?—A. Absolutely no. There has been no concerted 
action in these matters at all. I thought I had made that quite clear, as I said 
somewhere in this. “Whilst there was no concerted action, the foregoing may 
be taken as an illustration of the steps adopted by banks, even before the 
deflation began.” 

Q. There was no concerted action?—A. No. I pointed out, I think quite 
clearly in this memorandum of mine, that I told our managers I expected we 
would lose business, I expected we would lose the profit on doing that business, 
and I believed it was in our own interests, and in the interests of the country at 
large; in other words some other bank would take the business. They were 
not all acting together. 

Q. Well, Mr. Dodds, I am not very familiar with the action of banks, but 
is not this true: if one of the large banks cuts down on its credits and it becomes 
known at the clearing house, are not the other banks forced to do so too?—A. 
No, they certainly are not forced to do so. They have the greatest opportunity 
of increasing their business thereby. 

Q. But they cannot increase their borrowings?—A. Why can’t they? 

Q. They cannot meet their payments at the clearing house?—A. They might 
not all have money to loan. 

Q. They have right now. Is it just a coincidence that during the period of 
inflation prices went up, and during the period of deflation credits began to be 
pulled in and prices went down?—A. Wait a minute, you are getting these 
two things mixed—when credits began to be pulled in—, by whom? 

Q. By the only people who can give them?—A. That is not the process 
at all, as I took the trouble to explain; people will not borrow money. There is 
not as much money needed for business to-day. The banks are looking for 
good commercial business, we have advertised that. We have told everybody 
that we are anxious for good commercial business. 

Q. I am not going to argue the point, but to me it is so evident that there 
are hundreds of thousands of people wanting for the things they need; and there 
are thousands and thousands of people who want to do business. It is to me 
simply ridiculous to say that people have ceased to want credit, that people 
don’t want to do business, that they do not want more money?—A. I am sorry 
you have that view. I cannot help it if you do not agree with me. 


By Mr. Jacobs: 

Q. What is the “rest” account of the bank?—A. The “rest account” is the 
money—I can give you the answer if you will give me the time just to look in 
here, I can give you the exact figures of the reserves, or the rest account of the 
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banks; about $162,000,000 of which $103,235,000 was paid in by shareholders as 
cash, as premium on stocks, when new issues were made; the balance represents 
earnings set aside from time to time over a course of years, in the case of the 
Bank of Montreal, 115 years. 

Q. And the amount at present is what?—A. Of all of the banks? I cannot 
tell you, because I am informed some of the banks have reduced their reserves. 

Q. Does that apply to the Bank of Montreal?—A. It does not. 

@. It does not?—A. No. 

Q. There has been no diversion from the rest account to the profit and loss 
account?—A. No, sir. 


By Mr. Spencer: 


Q. Is not the amount of the reserve $132,000,000; I looked it up to-day ?— 
A. I beg your pardon. 

Q. Is not the amount of the reserve $132,000,000?—A. I was giving the 
figures, as I said before, before the reduction was made; at the time this address 
was made. The reserves of the bank to-day are—let me see— 

Mr. Irvine: While the witness is looking that up Mr. Chairman, I suggest 
you might give him a rest and bring some other bankers on, and bring him back 
again. 

The CuairMan: I suggest it would be better for him in the long run if he 
were to continue. 


The Wirness: The amount of the reserve is $132,500,000. 


By Mr. Jacobs: 


Q. You said, in your balances in New York you have not lost a dollar?— 
A. That is right, I said on our balances in call loans in New York. 

Q. Yes, I suppose the same cannot be said with regard to your balances in 
the western provinces?—A. No, sir, it cannot, nor in Montreal. 


By Mr. Spencer: 


Q. Or in Montreal?—A. Or in Montreal; we have lost some money in 
Montreal, as I said. 


By Mr. Jacobs: 


Q. You said this morning that you took occasion in 1927, 1928, and 1929, 
to notify the public through the president’s address, and through the general 
manager’s address, that there might be danger if they persisted in the way in 
which they were going?—A. Yes. 

q Re That, I suppose, was to be applied to the people of Canada as a whole? 
—A. Yes. 

Q. The address was a general address?—A. Yes. 

Q. Well, during that period from and after 1927, is it not a fact that very 
large issues were put out, particularly in Montreal, Toronto, and other large 
cities, for industrial enterprises; and that the people who were responsible for 
the putting out of those issues received the support of the banks, because such 
issues could not be put out without the banks and their subsidiaries, they were 
largely directors of these very banks who were sounding this warning to the 
people generally—when I say directors, I do not mean particularly that they 
were acting as directors of the bank, but through this inter-locking system 
whereby thirty of forty people control the entire finances of the country, they 
were largely responsible for the collapse which came in 1930, and later?—A. 
No, I do not think so. I do not see any connection with the banks and the 
putting out of these issues, a great many of which were put out by investment 
bankers. 
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Q. Apparently the note of warning that you were sounding had not reached 

the ears of these gentlemen who happened to be, at that time, directors of 
banks?—A. Well, I do not know that they were directors of banks. 
_ Q. I think we all know that, except yourself, Mr. Dodds; how could an 
issue go over successfully, in this country, unless it had the support of the 
various pundits of commerce and finance throughout this country?—A. I do not 
think all the pundits of the country are in the banks. 

Q. The “ Mystery Men?”—A. I am sorry I cannot agree with you. 

Q. I would like to know of any of them that were not directors of banks 
on any list published at the time of the men backing these issues?—A. I think 
that is a matter which can be turned up, I do not wish to mention anybody’s 
name in that connection. 

Q. No, I do not wish to name them either; but it is public property. 


Mr. Irvine: Keep it quiet. 


By Mr. Jacobs: 


Q. What I am trying to put before you is this, Mr. Dodds. That you 
were warning the public generally, and the people under your own roof, so to 
speak—but the banks generally do not seem to have given very much attention 
to the warning because they went on—you will admit that there was nothing 
done in the way of stopping this mad speculation other than the mere statement 
of the general manager, or the presidents of these various banks, it did not have 
much effect, as a matter of fact, the speculation increased?—A. I was talking 
about speculation in stocks. You are talking about something else. So far 
as corporation issues are concerned, since 1924—and when you ask me a ques- 
tion about our own bank, we were connected with 21 issues altogether; our 
name appeared in connection with 21 issues. Ten of these were Canadian 
Pacific, four were Bell Telephone, five Shawinigan Power, one Canada Steam- 
ships and one Penman’s. Only one of these is in default. 

Q. One issue?—A. One. 

The CHairmMan: A pretty good record, isn’t it? 

Q. No Pulp and Paper issues?—A. No, thank you. 

Q. Out of the goodness of your heart, you allowed other banks to handle 
those! 

Q. Now, do you know that after these warnings were given by you, specu- 
lation never was so rife in the history of Canada as it became then?—A. As 
I pointed out this morning, if all in this room decide they want to do something, 
one man cannot do much to stop them, they would not take any notice. The 
same applies where the bank manager told a man not to speculate. We will 
say he told him in 1927, and that man missed his market; and then he told him 
the same thing in 1928, and the man would say, “ look what I would have made, 
if you had kept your advice to yourself; I would have made so many thousands 
of dollars.” Then he decided to get in, and he went in, and lost everything. 
You can tell men lots of things, but you can’t force them to pursue a line of 
action. 

Q. It was merely a voice crying in the wilderness?—A. Yes, you know 
these people. 


By Mr. Smith (Cumberland): 

Q. There are two questions which I would like to direct to Mr. Dodds: 
the basis of the criticism frequently heard with respect to the policy of Cana- 
dian banks in periods of prosperity, and the converse, in periods of depression. 
I realize, Mr. Chairman, that the information on these questions has been given 
in part, piecemeal, by Mr. Dodds to other gentlemen, but not with sufficient 
continuity to lend any completeness to the reply. The first question is this: 
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that in a period of prosperity the banks are, shall I say, generous—perhaps 
not generous, free—with their credit, especially with respect to speculative 
borrowing; they make credit easy, thereby enticing the borrower to take advan- 
tage of the bank’s services. That is the first question. The second one 
is:— —A. Wait a minute, hadn’t we better take these questions in instalments? 

Q. I would like to put the second one, and you might elaborate on them, 
if you don’t mind?—A. I will do whatever you wish. 

Q. The second one is: in periods of depression, or perhaps on the verge of 
depression, or contraction of business, the banks freeze-up on their credit; 
thereby undermining public confidence, and really intensifying the serious situa- 
tion about to be ushered in by the depression?—A. That is what we have been 
talking about all morning. 

Q. As I said, it was piecemeal and not of sufficient completeness to lend any 
continuity to it to follow it?—A. You will permit me when I say if you would 
write out that question, or have it written out, it would enable me to answer it 
better than to try and answer it, by trying to remember what you said. I 
remember the first one of the words was “enticing.” I don’t remember enticing 
anybody to borrow money at any time. 

Mr. Jacoss: “Inducing.” “Enticing” is a word that is used on slightly 
different occasions. 


By Mr, Ernst: 
Q. I have just one or two questions that I would like to direct to Mr. 
Dodds— —A. I would like to try and answer the previous one, if I can. 


By Mr. Smith (Cumberland): 


Q. I will put it this way, Mr. Dodds, that the banks are too free in periods 
of prosperity and too tight in periods of depression?—A. That is the charge, 
now, of the banks being too free in times of prosperity. In times of prosperity 
there are lots of goods to move, goods are turned over and money is being loaned 
to provide the wherewithal to get the raw materials and business is turning over 
pretty quickly; the banks are being repaid and the money comes back, 
and then people start, as I pointed out, to think that a new era has come, and 
they start speculating. I admitted that the banks then tried to put the brakes 
on, to stop speculation, which was the danger signal; and we did our best to 
stop that, with what little success, Mr. Jacobs has explained. 

Now, in the other times, just the reverse applies; people foresee prices going 
down; they stop borrowing. They do it. It is not a case of the bank putting 
on the pressure, except in such cases where it is perfectly obvious that prices 
are going down, and that the men must put their houses in order. Nothing 
will stop it, if the masses decide they won’t borrow—they won’t buy, rather. 
People won’t borrow to do business. It is not fair to try to put it on the banks. 
You and IJ and everybody else are to blame, if anybody is to blame. 

Q. The criticism is not a fair criticism, then?—A. I don’t think so. 


By Mr. Ernst: 


Q. Just one or two questions; the first which I think is elementary is: The 
banks as such, do not create the country’s monetary system?—A. Correct, 
Parliament does. 

Q. Parliament creates the monetary system, and the banks operate or 
conduct the banking business within that monetary system?—A. That is so. 

Q. And the banking business, in essence, is borrowing money from one 
portion of the public to loan it to another, from a banker’s point of view? They 
get money on deposit?—A. Yes. 
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Q. That is the theory behind it . 
Mr. Irvine: That is theoretical. 
The Cuairman: I think it is practical. That is what they do. 


By Mr. Ernst: 


Q. We come to the period for a certain time—I suggest up until 1926—the 
banks were actually to some extent increasing, or inflating, credits, both for 
stock-buying and for other purposes?—A. I don’t say the banks were increasing 
or inflating credits, 

Q. Well, I am not saying that they should have had any pre-vision at that 
stage of the affair?—A. Business was being done; money was required for the 
turnover of goods; goods were being sold and banks were providing the money. 

Q. And they were also providing money fairly generously up until this time 
for stock market purposes; some banks were, I am not saying your’s was?—A. I 
think it is fair to say that we were providing money for use, loaning it on call 
on the stock exchange which is a perfectly legitimate way of using money. 

Q. Oh, yes, I am not suggesting it is not?—A. And when it came to a certain 
period where it was evident to us, though it was not to other people—it was not, 
for instance, to my friends who wanted to go on speculating and thought we 
were fools to stop them—when the banks came to that conclusion, they tried 
to put the brakes on, with the result, in many cases, of very much abuse of the 
banks, 

Q. So that you would have a certain restriction of credit in that one direction 
starting, with your bank, from 1926?—A. 1927. 

Q. 1927; that is from the speculative standpoint?—A. Yes. 

Q. Now, there has also been, since that time, a restriction of credit for 
business purposes?—A, I don’t admit that there has been any restriction. 

Q. Let us arrive at it in a different way: Your loans would be smaller for 
business purposes to-day than they were in 1928 or 1929?—A. Yes. I have a 
very good example; for instance, in the wheat pool we have been talking so 
much about, if there are 100,000,000 bushels of wheat to move, and wheat is 
selling at $1 per bushel, we would require $100,000,000 to move it. If wheat 
was selling at 56 cents, we would require $56,000,000. 

Q. You have arrived at the point which I wished to make; the suggestion 
has been made in the committee that the restriction of credit for business pur- 
poses was responsible, in some measure, for the fall in prices, in that the two 
coincide, Is not the reverse the case, that when you get a fall in prices, from 
a banker’s standpoint, you cannot give as much credit?—A. If you get a fall 
in prices, so much credit is not needed. 

Q. It is not needed, and also would be unsafe from a banker’s standpoint 
to give more than the security justified?—A. Obviously, if you are loaning a 
man money to buy things that cost a dollar and they fall to 50 cents, you are 
not going to loan him a dollar. 

Q. Naturally; so that from a banker’s standpoint—and your business is to 
operate a bank from a banker’s standpoint—the bank could not put any great 
amount of money into circulation, by way of credit, unless there is a rise in 
prices?—A. Well we put all the money that is necessary to handle the business 
of the country. 

Q. Naturally; and if you put more than that, you would be endangering 
your own business. That is a fair way to put it, is it not?—A. I think I can 
accept that, yes. 

Q. There is one other thing which I do not think has anything to do with 
this inquiry, but you expressed a view about inflation. As far as the banks are 
concerned, whether it is inflation or not, it would not affect the banking business 
as such; it may have repercussions on it, but banking will still be banking?—A. 
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Generally, when there is a period of inflation, bankers are making some money, 
lots of money being used and they are great days, according to a lot of people. 
Q. We differ in our views in that one respect. 


By Mr. Beynon: 

Q. I would like to ask a question or-two of Mr. Dodds, dealing with a 
couple of points raised this: morning in the discussion by Mr. Irvine’s of the 
Power resolution. Mr. Irvine stressed the point this morning that immediately 
you begin to restrict credit to speculators, the prices begin to fall. Is it not a 
fact that during that period of speculation these speculators were making—some 
of them—a lot of money, actual money or paper money? 


The CHAIRMAN: Paper money. 
The Wirness: Yes. 


By Mr. Beynon: 

Q. Some of them both, some one kind and some the other; and having made, 
or thought they made, a considerable amount of money, people went out and, 
perhaps, bought a high-powered automobile, where they didn’t have one at all, 
or sold the old one and bought a new one?—A. I think there are lots of gentlemen 
here who can vouch for that, who can say that you are correct in that. 

Q. And they would buy a radio, and perhaps a frigidaire, and an oil furnace, 
and a fur coat for the wife, and so on?—A. Yes. 

Q. When you began to put the brakes on speculation, it would stop that 
kind of buying, would it not?—A. Well, I don’t admit that at all. What I 
think you are trying to do—I don’t mean you are trying to do it but I think 
the words are something that Mr. Irvine perhaps put into my mouth—I said 
we stopped speculation of that kind, did our best to stop it and did not stop it 
eventually; and that we wanted the money for the commercial business of the 
country. 

Q. Quite so; but I say it would have had an effect on these people who, 
through speculation, were making money with which to buy things they never 
had before; if the speculation were stopped, they could not buy them?—A. If 
they were no longer making a profit, they would not be able to buy them. 

Q. If you had felt this speculation could go on for ever, these people could 
go on buying these extra things; you would have been very happy, too?—A. 
There would be no end. 

Q. Yes; I say if you felt it could?—A. I didn’t say that. 

Q. No, but I say that would be true?—A. Well, if the thing could go on 
for ever without ever bursting. 

Q. You would be quite happy to have it go on?—A. I would not, no; I 
think there would be a catch in it somewhere. 

Q. However, to that extent I assume it would reduce prices, and I assume it 
because it is buying that is promoted by this speculation itself; and production 
going ahead at the rate that it was before, there naturally would be a surplus 
of goods because these speculators could not buy all these goods that they had 
been buying?—A. Of course, business men would begin to see that there was a 
falling-off; and when it fell off there would be less money needed and go on. 

Q. Then was there not another factor that entered into the fall of prices 
at that time; just along during that period there had been a very great move 
in instalment buying, had there not? People had purchased automobiles and 
radios and refrigerators and all this sort of thing on the instalment plan?—A. 
Yes. One of the big companies—one of the biggest in the world—engaged a 
professor of Harvard or somewhere else to show what a wonderful thing it was 
to go into debt and buy automobiles. 

Q. Yes, and after a while their supplies of clothing and food and everything 
else began to run low; and when they went to replenish them, their instalments 
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were such a burden upon them that they could not replenish what they had to 
buy?—A. Yes. It is the old story, where people get to the stage where they 
say, “Shall we have a pot of jam or a gallon of gas?” and they bought the gas. 
Q. Would you say as a banker, that that had a good deal to do with the 
fall of prices?—A. Yes, there would be less people buying. 
Q. That is, they had mortgaged their future, and when the future arrived, 
they could not buy?—A. Yes, that is it. 


By Mr. Geary: 


Q. Mr. Coote was just about to ask some questions but was good enough to 
allow me—if Mr. Dodds would make these same answers that he gave him. He 
said that the popular impression—I think he put it that way—that banks loan 
to the extent of ten times the amount of their deposits was entirely fallacious, was 
entirely a wrong impression; that the banks do not lend to the extent of ten 
times the amount of their deposits?—A. No. 

Q. Is that correct?—A. Just a second— 

Q. I would like you to elaborate that. You know what I am after, will you 
elaborate that in a few sentences?—A. The answer I gave to that on one previous 
occasion was that there is a curious idea in the minds of some that a bank can 
lend eight or ten times the amount of its cash deposits. Dr. Phillips says that 
savings deposits have almost no multiplicative importance as a basis for loans, 
and further that banking is profitable not because an individual bank can lend 
$10 as a result of receiving $1 on deposit, which he states is not true, but 
essentially because a bank can normally lend an amount roughly equal to its 
savings deposits. As savings deposits are a requisite to and, (roughly speaking) 
a eee: of loans, these deposits are greatly sought as an indirect source of 
profit. 


By Mr. Spencer: 

Q. If you put the word “currency” or ‘‘notes” in place of “deposit,” would 
that be true?—A. As a result of receiving one dollar in currency—if we said, 
“An individual bank can lend $10 as a result of receiving one dollar in currency 
or notes’? 

Q. Yes?—A. It would not make any difference; it would be the same thing. 


By Mr. Coote: 


Q. There are a few questions I would like to ask Mr. Dodds in his capacity 
as chairman of the Canadian Bankers’ Association?—A. I am president. 

@. You have been on the witness stand a long while?—A. Well, I am as 
fresh as you are, I expect; you have had to listen to me. ‘ 

Q. My first question is directed to the $35,000,000 loan that the government 
got from the banks, perhaps a year ago. I understand that the banks at the 
same time agreed to borrow from the government $35,000,000 under the Finance 
Act?—A. Yes. 

@. Would Mr. Dodds tell us whether this was discussed by the Canadian 
Bankers’ Association?—-A. My recollection is that we came to Ottawa—I don’t 
think on that matter but on some matter—and it was discussed with the Prime 
Minister who wished us to carry out this transaction. 

Q. Would you consider that a measure of inflation?—A. Do I think that 
was a measure of inflation? 

Q. Yes?—A. Yes. 

Q. And don’t you think it was a good measure to take, in view of the 
deflation which most people agree had taken place before?—A. No, I don’t. I 
never thought it as a good thing. I was agreeable to doing it, because the Prime 
Minister wanted, if I might use the expression, to “try it on the dog” and see 
what happened. 

Q. My next question would naturally be, what happened?—A. Well, as far 
as we are concerned, we got $9,000,000 we didn’t want at the time. 
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Q. Didn’t you make a one per cent profit on it?—A. We didn’t make one 
per oY because it was our practice to keep a percentage of all our liabilities 
in cash. 

Q. What percentage of your liabilities do you usually keep in cash, roughly 
speaking? I don’t want to tie you down?—A. Roughly, about 125 per cent, 
somewhere around that. 

Q. Then you got a profit of one per cent, we will say, on 874 per cent of 
that amount?—A. There was a profit in it, yes. 

Q. So that you really could not have been said to have assumed any loss 
at all?—A. I don’t suggest it. 

Q. And your business is to make profits for the bank, I take it?—A. Yes. 

Q. What objection would you have to the transaction?—A. Because I think 
it was inflationary; as I said before to-day, I object to inflation. I would 
rather the transaction had not gone through. 

Q. You would not approve then of carrying the process any further, that 
particular process of financing?—A. I certainly would not. 

Q. And the reason you would object to it, would it be correct to say, 1S 
because it is inflationary?—A. Yes. 

Q. Did the Banker’s Association, between 1926 and 1929, at the time you 
were issuing warnings to your bank managers, discuss this matter as an 
association?—A. No. 

Q. That is, the advisability of curtailing credits?—A. No. When I say 
“No” I was not there, of course. I was not a member of the Association, but 
I have seen all the minutes and it was not so; but I was not there. 

Q. You were in the committee, of course, Mr. Dodds, when we were 
discussing the $60,000,000 loan to the C.P.R.?—A. Yes, I certainly was. 

Q. And the necessity of the government guarantee for that?—A. Yes. 

Q. Do you know if there are other institutions in Canada that would be 
in a similar position to the C.P.R. in that regard, I mean so far as difficulty— 


The CuatrMAN: Do you think you ought to ask that question, Mr. Coote? 
Mr. Coorn: Perhaps I might follow it with another, then. 


The CuHatrMAN: There may, or there may not be, but do you think you 
ought to ask that question? 


By Mr. Coote: 


Q. Well then, I will ask this question, Mr. Dodds: You are familiar with 
the Reconstruction Finance Corporation in the United States I presume?— 
A. Yes, I have heard of it. 

Q. And have you heard that they have made loans of $3,920,000,000?— 
A. Yes. I have not heard what the end will be though. 

Q. Do you imagine, from your experience as a banker, that there might be 
use for such an institution in Canada?—A. J do not think there is any need 
for such in Canada. 

Q. There are one or two questions I would like to ask you out of the 
statement you made this afternoon. The first one is, do you object to any 
legislation that has been passed by Provincial governments in Canada with 
the idea of protecting farmers or other people in their homes or holdings?— 
A. A lot of things are done in the name of charity that I would not do, I 
think in endeavouring to do something for the farmer Provincial governments 
have done, in many cases, a great deal of harm to the farmer, and I think that 
if the government stands by to see that creditors are not unreasonable, this 
business of hemming people in so that there is no credit obtainable by farmers 
would be overcome, if they did not bring in a lot of these Acts. 

Q. Could you give me some suggestion as to how governments could stand 
by to see that that was done?—A. Well, they have been standing by; if they 
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thought that people were putting others off the land, and so on, why then they 
might consider it, but they assume in many cases, for instance, that the banks 
a going to take all sorts of action that they never take or never think of 
taking. 

Q. Well, if you could tell me I would like very much to know if there 
are specific cases of legislation which you object to, and if you do not care to 
answer that now I will be glad to have you consider it and perhaps tell the com- 
mittee later?—A. I object, in a general way, to all these pieces of legislation 
which put in between a debtor and his creditor prior liens, and there are prior 
liens galore, as I think was explained here somewhere. At all events, if they 
are not before us now it is easy enough for us to get a list of all prior liens. 

Q. Do you object to all prior liens, is that your suggestion? —A. How can 
you object to certain liens. For instance, liens for taxes and so on, no one 
objects to those. 


Mr. Lawson: Mr. Dodds is merely pointing out that they are obstacles 
to bank credits. 


By Mr. Coote: 

Q. A statement was made by a bank representative, according to press 
reports, at Winnipeg, before the Royal Commission on banking, to the effect 
that the banks have incurred large losses in Western Canada within the last 
few years. Would you subscribe to that statement?—A. Yes, but to please our 
Hastern friends, so that the West should not have all the benefits of this, I would 
also say that losses have also been made in Hastern Canada. 

Q. Well, Mr. Dodds, why have the banks suffered those losses?—A. You 
are not really asking me why they have suffered them? Are you really serious 
in that? 

Q. Yes I am, Mr. Dodds. [I will tell you why, because the same statement 
was made in this committee ten years ago and I tried to get a statement of 
the losses and could not get it—A. Well, why they have made the losses is 
because people have not repaid them. 

Q. Was that due to poor management on the part of a bank, or what was 
it due to?-—A. A certain amount of it, yes, but that is not all. It is generally 
what naturally follows in times like these when farmers and everybody else 
cannot pay their debts that they have been contracting. 

Q. Well, is it, or is it not, a fact that the most of it was due to the fall 
in price of farm products?—A. A good deal of it. 

Q. Well, did the banks take any steps to improve prices, or to keep prices 
from falling?—A. Well, when the price of wheat fell you know as well as I 
do that it fell outside of Canada, and that made the price fall here. What 
could the banks do? Perhaps you could enlighten me, what could the banks 
do to keep up the price of wheat? 

Q. Well, perhaps I may in a minute, but might I ask you one or two ques- 
tions before that? Did you discuss it with the government as a Bankers’ 
Association or Bankers?—-A. What, Mr. Coote? 

Q. This matter of keeping up prices, the difficult situation we were facing 
because of these low prices?—A. No. When we have been in Ottawa every- 
body from time to time has spoken of these prices, but to meet and discuss 
them, no. 

.Q. Take wheat for instance. The price of wheat could have been raised 
if our currency had been allowed to depreciate further in gold countries, could 
it not?—A. You would not have got any more for the wheat in Liverpool. 

Q. No, but we would have got more in Canadian funds——A. Of course, if 
you adopt the Russian or German practice of inflation to such an extent that 
money is worth next to nothing, why in something that is called dollars you 
will get more. 
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Q. If the Canadian farmer had had the same advantage so far as depre- 
ciation of currency is concerned as his Australian competitor had would you 
~ not have been able to collect more of your loans in Western Canada?—a. I 
believe that question was debated in the House of Commons and the answer 
was, no doubt, given there. 

Q. Yes, Mr. Dodds, the question was debated but I do not think we ever 
got any answer, and we are trying to get an answer from a banker who knows 
something about money——A. Obviously if there was tremendous inflation of 
currency— 

Q. Would you say that there was tremendous inflation of currency in 
Australia?—A. There was an inflation of currency there. 

Q. Well, was it too much inflation in your opinion?—A. Well, we have not 
come to the end of the time yet; they have only just started on this thing. We 
will wait and see. 

Q. Well, have you taken the trouble to get any information as to com- 
parative price levels in Australia and Canada?—A. No I have not. 

Q. Well, are you aware that in Canada in 1932 the index figure of prices 
for farm products stood at 77, that is, using 100 as of pre-war, 1913, whereas 
in Australia it stood for the year 1932, I am told, at 110 on the same basis?— 
A. Well, if you say so, I will accept it. 

Q. Well, if we had adopted such a policy in Canada would it not have 
made conditions much easier for the banks in Western Canada and for the 
producers?—A. It might have at the moment, but, as I say, I do not know 
what the final outcome will be. 

Q. Are you aware of the fact that Australia abandoned gold in the year 
1929?—A. Yes. 

Q. And are you aware that our Australian competitors had an exchange ad- 
vantage of as much as perhaps 50 per cent over the Canadian producer?—A. I 
do not know the figures but I will accept them, if you have them. 

Q. Perhaps I should not have used that figure; I am not sure myself 
as to the particular figure, but you are aware that sterling was at a premium 
of 30 per cent in Australia?—A. Yes. 

Q. And that must necessarily be an aid to the Australian farmer to pay 
his interest?—A. Well, I suppose if they went on inflating and got it away up 
to 200, 300 or 400 per cent they would all be rich, according to this argument. 

Q. Well, without going that far?—A. Oh, no, go that far, Why not make 
them rich when you are about it. 

As Q. That is your suggestion?—A. That is what I am saying, let us be good 
ellows. 

Q. Why not, if you consider that money is a measure of value or should 
be?—A. Well, we have gone into the question of money, I think we discussed 
the question. I said that money was a medium of exchange and a measure 
of value. 

Q. Yes. Would you agree with this statement from the Macmillan report 
in England, page 94, paragraph 211:— 

The task of the monetary system, as we see it is, therefore, to 
balance, so far as it can, by changes in the quantity and terms of credit, 
the effect on the price level of certain fluctuating factors, which, whether 
we prefer to call them or their underlying causes monetary or non- 
monetary, are largely outside the direct control of the monetary system. 


A. Well, I cannot say whether I agree with that or whether I do not, but I 
disagree with a great deal that is in the Macmillan report, and a great many 
of the people who were on the commission disagreed with it. 

Q. Well, I was referring to the English report?—A. Yes, I realize that. 
That is what I am referring to. 
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Q. Perhaps you would agree with this paragraph in the English report, 
page 114, paragraph 267:— 

We are emphatically of the opinion that, even if a further fall of 
wholesale prices be avoided, their stabilization at approximately the 
present level would be a serious disaster for all countries of the world 
alike; and that the avoidance of such an event should be a prime object 
of international statesmanship. 


Do you agree with that, as to the necessity of raising price levels?—A. Where 
is that to be found. 

Q. Paragraph 267, page 114A. I think you are incorrect there. Para- 
graph 267 is not about that at all. Page 114 is all about who appeared before 
the Royal Commission. 

Q. Well, possibly my stenographer may have made a mistake in the page 
but that is supposed to be it, and if I have it incorrect I will just ask to have 
the question left out, it can be asked again, 


The CuHatrmMan: The question is dropped for the moment. 


By Mr. Coote: 


Q. I have here just one question arising out of a statement of the Rt. Hon. 
Mr. McKenna, at the meeting of the Midland Bank in January, and he is 
talking of the increase of bank credit which has taken place in England in the 
last year or two. He says:— 

So much additional purchasing power has been put at the disposal 
of the public by the action of the Bank of England in buying first secur- 
ities-and later gold. We have seen a revival of business and a return to 
employment, accompanied by a comparatively slight rise in the price 
level; but as the recovery has not been attended by any of the dreaded 
horrors of uncontrolled inflation, none recognizes it for the deliberate 
inflation which it really is. 


Would you object to that much inflation?—A. I do not agree with a lot of 
things that Mr. McKenna says. I think Mr. McKenna says things that will 
provoke discussion and draw attention to his bank, and that a lot of people 
do not agree with what he says. We can quote from other people who will not 
express the same views and have the same understanding. 

Q. I would remind you, and I think it is correct to say, that at the Imperial 
Conference at Ottawa a great many of the statesmen there stressed the neces- 
sity of a rise in price levels. I would ask you if you agree with that?—A. 
We all want to see prices up, I think. 

Q. Well then, have you any method, or do you know of any method, of 
raising prices, Mr. Dodds, except a measure which you would call inflation?— 
A. Well I do not think I have to bother my head with that now. I refer you to 
the preamble in the Act to incorporate the Bank of Canada. 

Q. Mr. Dodds, might I ask you this, if you had not seen the preamble to 
the Bill in question then how could you answer my question?—A. Ah, but I 
have seen it, Mr. Coote. 

The CuamrMAn: Are you about through, Mr. Coote. 

Mr. Coors: I have a few more questions, Mr. Chairman. 

The CuatrMan: It is quite evident, I think, that this inquiry will extend 
at least into another day. I am sure the witness is very tired and the members 
of the committee, too. I would suggest, therefore, that we adjourn to the 10th 
of April at 11 o’clock in the morning to cover the Easter recess. 


The committee adjourned at 6 P.M., Tuesday, 27th March, 1934, to resume 
on Tuesday, 10th April, 1934, at 11 A.M. 
{Mr. Jackson Dodds] 
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HousE OF COMMONS, 
April 10, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 o’clock 
a.m., Mr. R. B. Hanson presiding, 


The CHAIRMAN: Gentlemen, we have a quorum now. Will you please come 
to order. You will recall that when we dispersed on Tuesday, March 27th, Mr. 
Coote was concluding his examination of Mr. Dodds. I know of no better course 
of procedure than that we should follow that examination out to its logical 
conclusion. After Mr. Dodds is discharged, Mr. Patterson, of the Bank of Nova 
Scotia, will be called as a witness. 


Mr. JAckson Dopps, recalled. 


Mr. Coote: Mr. Chairman, before asking Mr. Dodds a question, I think the 
committee will remember that I quoted a paragraph from the Macmillan com- 
mittee’s report and, apparently, I did not have the right page number. The mis- 
take was in referring to the Canadian report. The page number, which I gave at 
page 326 of the minutes of evidence, will be correct if you change “Canadian 
report” to “English report.” That will make it clear. That is in the sixth line. 
It should read “English report” and it will then be found that the other refer- 
ences are correct. 


The CHAIRMAN: The correction will be made in the revised edition. 


Mr. Coors: On page 324, is reported a question which I asked Mr. Dodds 
regarding the effect on the price of Canadian commodities, if our currency had 
been depreciated as was the case of Australia, in the year 1931-1932. Mr. Dodds, 
in his answer, saw fit to say: “if you adopt the Russian or German practice of 
inflation, to such an extent that money is worth next to nothing, why in some- 
thing that is called dollars you will get more.” I would like to ask Mr. Dodds 
this question: when I suggest depreciation such as took place in Australia, is it 
fair to drag in the example of Germany. 


The Witness: Well, I have no doubt that Germany did not start out to 
inflate in the way that it finally ended. These things start out with the idea of 
doing a little inflating and so often they get out of hand; therefore, I made the 
comparison with one of the latest countries to inflate to any great extent and 
_ pointed out the result. 


By Mr. Coote: 


Q. Might I point out that Germany was a vanquished nation; she was bank- 
rupt; she had fought a four year’s war; she was bankrupt not only in money, but 
in goods; she was faced with large reparation payments, the necessity of paying 
off a lot of soldiers; her country did not have a stable government; so that I feel 
justified in asking, is it a fair answer to suggest the case of Germany?—A. In 
the old days France inflated, and there were the assignats—mentioned in my 
Winnipeg address—I haven’t got it here but inflation went on until these things 
were worth nothing. 

Q. France depreciated her currency, after the war?—A. I was not referring 
to that particular time. France, I assume, did inflate her currency, with the 


result that is known. 
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Q. And that depreciation of French currency would, at least, show roughly 
what took place in connection with Australian currency?—A. Yes; but as I have 
pointed out these things start in a small way—France started out to have a 
little inflation, and wound up with a lot of it. Australia started, and I do not 
know what the end will be. I cannot tell you. 

Q. I suppose you will admit that French currency during the last couple 
of years has been regarded as one of the soundest in the worla?—A. It is on the 
gold basis. 

Q. Yes, and that makes it sound, does it not? Is not that your understand- 
ing of sound money?—A. I would say it was sound. 

Q. It has been sound?—A. Yes. 

Q. Therefore, if we were as careful as France we might depreciate our cur- 
rency and still keep it sound?—-A. Yes, but who is going to say that we will be 
careful, and what will happen? France went its own way with regard to cur- 
rency. I know what the view is of the poor people there who had francs before 
the inflation took place. I know also the view of the German who had marks 
and saw them dwindle away to nothing. You are talking about whether it is 
sound now on the basis it is? 

Q. I will come back to a subject that is, perhaps, of more direct importance 
to myself and to the people I represent, and that is the question we discussed the 
other night, and, as you say, we hardly finished it: the price which we would 
receive for our export commodities, if our currency were depreciated. And in 
your reply I think you said we would get just the same amount of money for our 
wheat in Liverpool. As a matter of fact, Mr. Dodds, you are quite aware, I 
suppose, that the Canadian farmer does not sell his wheat in Liverpool?—A. 
Well, I always thought the wheat pool sold their wheat in Liverpool. Where 
do they sell it? They sell it in London, if you like; I do not care where you say. 

Q. Does not the Canadian farmer sell his wheat for Canadian currency?—A. 
The wheat pool was a combination of the farmers, and the farmers desired to 
market their own grain, and you know and I know that they went to England 
to sell it, and the price they get is based on the Liverpool price. Of course, the 
actual fact is Just as you say—the farmer in Canada gets paid in Canadian 
dollars. 

Q. And his debts and interest and taxes, his insurance premiums, are all 
payable in Canadian dollars?—A. Yes. 

Q. The goods which he wishes to buy for his operations are priced in Cana- 
dian dollars?—A. Priced in Canadian dollars, and conceivably they are bought 
in England or somewhere else. 

Q. A very small percentage would be bought in England, would it not?— 
A. I do not know what the figures are. 

Q. Let us come back to the case of Australia, so as to get comparisons— 
and I hope the committee will bear with me in this, because to me and my con- 
stituents it is the most important matter that has affected us since the Bank Act 
was last revised—I refer to the question of monetary policy. I have here the 
Commercial Intelligence Bureau Report of October 15, 1932, and in that report, 
at page 612, by one of our Trade Commissioners, I find this statement in regard 
to the price of wheat:— 


With the rise in prices, growers have been selling their stored wheat 
very freely, in many cases obtaining 3s. net per bushel at country railway 
stations, plus the government bounty of 44d. (Both in Australian cur- 
rency.) 


Now, you are, no doubt, aware that that would be a much higher price, in their 
currency, than the Canadian farmer was getting?—A. I will accept that. 
Q. I think it would be fair to say that the top price that would have been 
received by a farmer in Alberta at that time would have been 36 cents per bushel? 
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—A. I have to accept—I am quite content, if you say it is so, to accept it. I 
cannot answer that, obviously. 

Q. I am going to venture the statement that most of the difference in the 
price of wheat in the two domestic currencies was due to the depreciation of 
Australian currency in England. 


Mr. Stantey: That is your statement. 


By Mr. Coote: 


Q. The difference in the price of wheat as expressed in the domestic cur- 
rencies of those two countries was largely due to the fact that the Australian 
pound was depreciated in England, and the Canadian dollar was appreciated ?— 
A. I do not know whether it was at that time—lI do not know just how the Cana- 
dian dollar was to the pound; but the first part answers it, if I accept that. 

Q. As the result of the difference in price in these two countries, 100 bushels 
of wheat would have paid twice as much debt in Australia as 100 bushels of wheat 
would pay in western Canada?—A. As I said, I have to accept this statement. 
I cannot be responsible for these statements, but if Mr. Coote has worked it out 
and says that is so, subject to nobody checking him, I am perfectly satisfied, 
and I am sure he would not wilfully try to trip me into something— 

Q. To make it perfectly clear: I am only asking Mr. Dodds whether that 
is the general fact. I am not asking him to accept these figures. This is the 
question I am trying to get at: did it not make it impossible for the wheat pro- 
ducer to pay his interest and debts, in many cases, because of the fact that the 
British pound was at a discount in Canada?—A. Did it what? 

Q. Was it not responsible for the fact that many farmers were unable to pay 
their interest—their debts?—A. The reason the farmer was not able to pay his 
debts, of course, was the price of wheat—-in Canadian dollars or in any dollars— 
the price of wheat was low. That was the first reason. And the second thing 
was, as you say, some people were getting paid in depreciated dollars. But as 
I have said, at that time to depreciate the value of our dollar deliberately 
would start a flight from the Canadian dollar and thereby add to the present 
heavy burden of meeting obligations payable in U'S. dollars. You spoke to me 
the other day about the 35 million dollar transaction. 

Q. Yes?—A. When I got back to Montreal I turned up some records to 
see Just what happened at that time. What happened was—I am quoting from 
the Financial Post of November 1932. Four major factors appear to have 
been chiefly responsible for the lack of enthusiasm in this matter:— 


The action taken by the government in instituting a policy of cur- 

rency inflation coincident with the offering of the bonds. 
It goes on to say:— 

The handicap imposed on the vast selling organization of the three 
factors outlined above might have been surmounted with some degree 
of success had not the news of the government’s inflationary activities 
leaked out at practically the outset of the selling campaign. The dis- 
count on the Canadian dollar in New York immediately increased from 
8 to 13 per cent and Canadian securities listed in New York dropped 


sharply in price and this drop was followed by prices of internal pay- 
ment bonds. 


That is the discount on the Canadian dollar in New York on November 2nd, 
when this was announced, was 103; on the 9th it was 148; on the 25th it was 
183. I think they took notice of what the Prime Minister said, that he was 
going to maintain a sound currency, and things quieted down. 
Q. What was the discount on English currency at the same time?—A. J 
have not got that. I think there was very little. 
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Q. Was it greater?—A. I can give you the sterling closing price in Mont- 
real, $3-6596, November 2nd; $3-7812, November 9th; $3-7888, November 25th. 

Q. The pound would be at greater discount in New York than that, would it 
not?—A. Yes. : 

Q. And the Australian pound was at a much greater discount in New York 
during that time?—A. It would be. : cou 

Q. And, so far as you know, Australia has met all her foreign obligations?— 
A. Yes. You must remember that Australia was very largely indebted to one 
country, England. : 

Q. And her currency was depreciated 30 per cent in England at that time? 
—A. Yes. 

Q. That is a greater depreciation than affected our currency in New York?— 
A. Yes, at that time. 

Q. And England has met all her obligations in New York, outside, of course, 
of war obligations?—A. What obligations has she outside of the war? I do not 
know of any. 

Q. I did not intend to take that matter up. May I ask you this question on 
that point: how do we meet our foreign obligations, Mr. Dodds; where do we 
get the funds?—A. We get the funds from what we sell. 

Q. I did not catch the answer?—A. We get the funds from what we sell; 
the balance of our trade, export trade—the balance has been in our favour. 

Q. And what we sell brings as much foreign currency, whether our dollar 
is depreciated or not; is that not true?—A. As much something; but we are paid 
in foreign currency. 

Q. I will get just as many American dollars for a car of cattle sent to 
Chicago, whether our dollar stands at 90 cents, or 70 cents. 


The CHAIRMAN: It depends on what your contract called for. 


The Witness: Obviously if you sold for American dollars you get American 
dollars. 


By Mr. Coote: 


Q. So that, as a nation, it does not make our foreign debt any harder to pay, 
whether our dollar is depreciated or not?—A. No, no— 

Q. How does it? You say we pay with goods. If the witness cannot answer, 
I shall be very glad to have an answer from any of the members who laugh at 
my question?—A. We have paid an awful lot of debts by borrowing money 
abroad. 

Q. Yes, by borrowing money. Our credit balance, our international balance, 
has shown a credit during the last few years. Then, you have not paid any of 
this by more borrowing?—A. We have renewed a lot of borrowings; we have had 
new issues; foreign borrowings plus goods; foreign sales of stocks and securities 
plus goods enabled us to pay. 

Q. Well, will our exports of goods bring us as much foreign currency and 
pay off as much foreign debt, or interest, if our dollar is depreciated?—A. If we 
deliberately depreciate our dollar we will have to pay higher rates for borrowed 
money, much higher, and, therefore, it will cost us more, and we will have to 
ship more goods to do it. 

Q. In substantiation of that statement, I wish you would give to the com- 
mittee the rates of interest which Australia has paid on her foreign loans?—A. 
As I said at the start that has nothing to do with this particular question, in 
my view only. Australia has a wonderful creditor; she has Great Britain. Great 
Britain has helped her tremendously, as everybody knows; and I do not think 
that you can compare Australia, whose borrowings in New York were very small 
indeed, with Canada whose borrowings in New York are very heavy. 

Q. You think that Australia’s credit in England should be better than 
Canada’s?—A. I do not see why you should compare them at all. Our credit 
is good in England. We borrowed 15 million pounds not long ago at a good rate. 
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Q. What was the rate?—A. I do not remember—4 per cent or somewhere 
around there. 

Q. The state of New South Wales, I believe, borrowed a year before that at 
a rate a fraction under 4 per cent?—A. Quite likely. New South Wales has 
been in that market; there have been issues steadily. hat the investors were 
familiar with New South Wales had a great deal to do with it, and if we keep 
up our credit, and borrow in London again, we might get the wonderful rates 
Canada used to get in days gone by. 

Mr. MacMituan (Saskatoon): Twenty years ago. 


The Witness: Twenty years ago. 


By Mr. Coote: 


Q. I have here a statement—at least, a press dispatch, from Edmonton, dated 
last December, and it says that the Japanese Ambassador to Canada stated that 
Canada’s wheat exports to Japan had been lost to Australia: — 


Our imports of wheat from Canada have fallen off greatly. We are 
now buying more of it from Australia. This is a natural consequence of 
a favourable rate of exchange. 


A. That may be true, or it may not. You should have asked Mr. McFarland 
that. 

Q. I think the same statement was made by the Canadian Ambassador to 
Japan?—A. He is not in the grain trade. 

Mr. Ernst: I would like to say that, even though I am a Conservative 
member, and have some considerable sympathy with the monetary views of the 
gentleman to the left, I still do not think that these questions are within the 
terms of our reference. They deal mostly with the monetary system and not 
with the banks and banking. I do not see how they affect the action of the 
banks at all. Read paragraph 2 of Mr. Power’s motion:— 


The general policies adopted by the chartered banks to combat the 
effects of the depression, and to what extent the said banks are responsible 
for the drastic deflation from which the country suffered, and is still 
suffering. 


Now, for the life of me I cannot see what the question of foreign exchange has 
to do with the terms of the reference. 

The CuatrMan: I think that point is well taken. Mr. Coote has almost, I 
take it, concluded his examination. 

Mr. Ernst: Our inquiry must be interminable, if we go into the monetary 
system. 

The CHatrMaNn: There is no doubt about that. 

Mr. Irvine: Surely the question is based on the action of the banks, for, if 
our banks had inflated to the same extent as the banks of Australia, it would 
have given our wheat sellers a better opportunity in the British market; and 
surely, that is exactly on the point quoted by Mr. Coote. 

The CHamRMAN: Generally speaking, Mr. Ernst’s point is well taken. I 
think Mr. Coote should confine his questions to the particular matter before us. 

Mr. Ernst: The sole point is whether the government should have adopted 
an inflationary policy. 

The CuairmMAn: That is the general trend of the question. 

Mr. Coors: I will ask Mr. Dodds this question. 

The Wirness: Mr. Coote has asked me some questions that I am anxious 
to answer, but when he gets on to questions like wheat, and the sale of wheat, 
and so on, then I do not think it is fair to ask me some of the questions that 
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have been asked. I am reminded of the fact that one of the reasons why 
Australian wheat was sold in China and Japan was that they preferred soft 
wheat. That never entered my head at the moment, but I remember it distinctly. 


By Mr. Coote: 

Q. But might I make it clear what information I am trying to get: I under- 
stood from Mr. Dodds that he was absolutely opposed to anything that savoured 
of inflation and has been for the past four years, is that right?—A. Yes, I am 
opposed to inflation. If we start in inflating our currency, you cannot tell where 
it is all going to end. I have never met anybody yet who could tell just where 
to put the brakes on. 

Q. I hope very soon to try to get you to tell us when to put on the brakes ?— 
A. I thought we spent one whole day endeavouring to show you; it is a very 
hard thing to stop them if people want to speculate. 

Q. You expressed the opinion that you would like to see every government 
balance its budget. Do you think it is possible for governments to balance their 
budgets at present price levels?—A. I think budgets can be balanced if people 
will set about it. You speak of governments. Well, if governments get together 
and the various countries do some trading, I think that would be a step in the 
right direction, but I do not think the way to get present day affairs straightened 
out is by spending time on monetary experiments. I think we can do a good 
deal better if we get busy trading, balancing our budgets and trying to straighten 
things out. 

Q. I suppose you are aware that Australia balanced her budget and had a 
surplus last year?—A. Yes, but we have not come to the end yet. Australia 
started out on this thing and we do not know what the end will be. 

Q. Might I ask, Mr. Dodds, what rate you are charging the government on 
treasury bills? The reason I ask is that I see the statement in an article I have 
here in “International Affairs,” that the Australian government has borrowed 
from the banks at 24 per cent?—A. Yes, and they have an enormous floating 
debt and what the end of that will be I do not know. 

Q. I am looking for measures to balance the budget, and I think it would 
help very materially if we got a lower rate?—A. I do not suggest followin 
Australia. 

Q. Your banks are charging a higher rate than that?—A. I am sure the 
Minister of Finance or the Deputy Minister of Finance will be able to tell you. 
Dr. Clark, perhaps you know. 


Dr. Cuark (Deputy Minister of Finance): Three and three-quarters and 
three and seven-eighths. 


Mr. Coors: I think those rates have a very definite bearing on the subject. 
In a recent issue of “International Affairs” I find an article at page 89 by Prof. 
Copland, dealing with “The Premiers’ Plan in Australia”: 


Australia’s main mistake was that she did not depreciate her cur- 
rency sooner. 


Do you agree with that?—A. I do not agree. I have told you that I do not 
agree with inflation, and it seems to me idle to go on following that up. I have 
said that so often. That is just what Professor Copland says. 

Q. Would you agree that most of the recovery in price, this year, of Cana- 
dian export commodities is due to the increased value of sterling in terms of 
Canadian currency? 


The CHatRMAN: I think you had better repeat that again. 
{[Mr. Jackson Dodds] 
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By Mr. Coote: 


Q. Would you agree, that most of the recovery in price of Canadian exports 
commodities is due to the increased value of sterling in terms of Canadian cur- 
rency?—A. If we sell goods in England and receive sterling in payment and 
get more dollars for the sterling that is obvious. 

Q. If we had received, say, anywhere from $5 to $6 for sterling during the 
last two years would it not have put the banks of Canada in a better position?— 
A. [ have heard it pointed out often around here that we should not be discussing 
the monetary policy of Canada; we are here to discuss what the banks did, If 
Canada had deliberately inflated our currency, if she had deliberately started 
out to depreciate it, I do not know what we would have paid for our borrowed 
money, or whether we would have been able to borrow or renew any of our 
maturing debt, or whether we should have had to default; I do not know; I 
cannot answer such a hypothetical question. 

Q. Supposing we had not deflated at the beginning of 1930?—A. What do 
you mean by supposing we had not deflated. I do not know quite what you 
mean, who deflated? 

Q. Well, perhaps I might ask you for a definition of the term “deflation”. 


The CHAIRMAN: You are making a statement of fact, Mr. Coote, with which 
the witness apparently does not agree, that we did deflate. You have got to 
determine that first. 


By Mr. Coote: 


Q. In 1929, the total bank loans in Canada were eighteen hundred and sixty- 
four millions, Mr. Dodds?—A. Yes? 

Q. That is as of October 31, 1929, and on October 31, 1933, they were eleven 
hundred and sixty millions, seven hundred and four million less than they were 
in 1929. Would you say that that was deflation?—A. I will say that there was 
less money borrowed. If you are trying to make the statement that the banks 
deflated then I deny it, and I have denied it two or three times. If you mean to 
say our loans went down and in that sense it was deflation well, there was 
deflation. 

Q. There was a decrease in bank loans?—A. There was a decrease in bank 
loans, that is perfectly clear. 

Q. And the bulk of our business is done on bank loans, you agree with that? 
—A. I wish more of it were done on bank loans. 

Q. I know a lot of people who would like to do business on bank loans?—A. 
Well, I would like to accommodate them if it is a good business proposition, as 
soon as I get through here. 

Q. Why did the banks reduce the loans?—A. Why did the banks reduce 
the loans? I do not know why you persist in putting these things in my mouth. 
I am trying to be fair to you, but I do not believe you are being fair to me, 
Mr. Coote. 

Q. You can put it any way you like, Mr. Dodds?—A. I used wheat as an 
illustration before; I have shown how the price of wheat fell, how much the 
reduced price of wheat meant, that the loans were that much smaller. I have 
done the best I can to explain it. 

Q. Well, you are not suggesting that all those borrowers voluntarily came in 
and paid off ‘their loans?—A. No, but I am suggesting that if you lend a man on 
an understanding that you will have a certain margin of security and that margin 
of security disappears, that is, if his arrangement with you is that you will carry 
the loan on a certain basis of security, and he finds it necessary to go and sell 
some of his goods when there are falling prices surely that is not the bank’s 
fault. 
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Q. Well, in the banks insist—A. But if the banks do not insist, let us take 
it that way, and they let the man go on when obviously prices are falling and 
the margin that he previously had has disappeared, then what happens? The 
banks go under. You surely cannot ask the banks to carry loans that are 
improperly secured. 

Q. Mr. Dodds, as a practical banker, when a borrower is forced to 
liquidate— —A. When the borrower does liquidate. 

Q. When it is a general practice for these men to have to liquidate, does 
not that depress the price of a commodity?—A. Obviously if everybody is 
selling goods the price goes down, that is elementary, but you cannot blame 
the banks for that. 

Q. I do not think the word “blame” comes in?—A. I used the word 
“blame” because that is what is implied. 

Q. What was the policy of the banks?—A. Well, an endeavour is being 
made, I think, to prove that the banks are to blame. If that is the wrong word 
then probably I had better change it. 

Q. Do you not think that an adequate supply of credit for business people 
is necessary to maintain stable prices?—A. I have said one hundred times, I 
think, that there has been an adequate supply of credit available all the time. 

Q. Well, of course, we would have to have a definition of the word 
“ adequate.” —A. Enough to do the business of the country then. : 

Q. Would you mind very much if I ask you a question, based on a state- 
ment of Mr. McKenna’s; it bears right on this very point:— 


Nothing in monetary practice is more certain than that contraction 
of the volume of money, or even failure to secure an adequate increase, 
tends both directly and indirectly to put a brake on business of every 
kind, and to produce the very troubles—unemployment, unremunerative 
commodity prices, unbalanced budgets and general depression—which 
have been apparent in almost every country of the world in the past 
four years. 


Mr. MacMinian: Will you read that again, please. 


By Mr. Coote: 
Q. Yes:— 

Nothing in monetary practice is more certain than that contraction 
of the volume of money, or even failure to secure an adequate increase, 
tends both directly and indirectly to put a brake upon business of every 
kind, and to produce the very troubles—unemployment, unremunerative 
commodity prices, unbalanced budgets and general depression—which 
have been apparent in almost every country of the world in the past four 
years. 


Would you agree with that, Mr. Dodds?—A. Well, I have said repeatedly that 
there has been an adequate supply of money in this country. Mr. McKenna is 
talking about the Bank of England, I assume—the great central bank that 
everybody is talking about. 

Q. Well, you agree that the volume of money is of very great importance, 
I mean the maintenance of a steady volume of money is of very great import- 
ance, in regard to maintaining prices?—A. We have the necessary volume; we 
have the money, and we have the credit if the people only use it. If people 
will not buy then there is no business and nothing any theorist can say will 
ever change it. If you do not want to buy you won’t buy. 

Q. Well, I have a statement here which was made by Sir William Beveridge; 
it is only one that was made in a series of lectures which were given by Sir 
Arthur Salter, Sir Josiah Stamp, J. Maynard Keynes, Sir Basil Blackett, Henry 
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Clay, and Sir William Beveridge?—A. Yes, they all lectured on different parts 
of the subject, if I remember rightly, because they could not agree with one 
another if they all lectured on the same thing. 

Q. The last lecture of the series was delivered by Sir William Beveridge, 
and he does agree that there were differences of opinion among them, but he 
says this:— 

Through all our differences some common principles emerged, and 
by now you should all have fixed in your minds a few main points. 


I want to come to the first statement. ‘The first point is that this is essentially 
a money crisis.” 
Do you agree with that, Mr. Dodds?—-A. No, I do not agree with it. 
Q. He says: 
Through all our differences some common principles emerge, and 
by now you should all have fixed in your minds a few main points. 
The first point is that this is essentially a money crisis. 


A. I do not agree with it, that is all. 

Q. Then he has something, later on, to say about different causes of falling 
prices and he refers to the third cause, and I want to ask you a question on 
that: 

What we have in this crisis is a change of this third kind, a fall of 
prices representing deflation of money. 


Would you agree with that?—A. Would you mind repeating that again, 
please? 
(Q), Wess 


What we have in this crisis is a change of this third kind, a fall 
of prices representing deflation of money. That is what we are concerned 
with in the first instance. 


Mr. Ernst: This gets us ‘back to the question of the monetary system. 

Mr. MacMiuan: It is all foreign to the issue. 

Mr. Pertir: Mr. Chairman, our patience is becoming exhausted by this 
unrestricted unlimited series of questions. 

The CHaAmRMAN: I have been hoping Mr. Coote would soon be through. 
Do you think this is at all pertinent, Mr. Coote? 

Mr. Perrir: The witness is endeavouring to answer but he is not a walk- 
ing encyclopaedia. 

The CHAIRMAN: The witness is quite capable of taking care of himself, 
but I would suggest to Mr. Coote that his questions now are not pertinent to 
the issue. 

Mr. Coote: All right, Mr. Chairman, I shall bow to your ruling. I would 
like to ask Mr. Dodds a question or two which, I think, will be in order be- 
cause they refer to a subject on which he has frequently declared himself during 
the last few years, and that is the matter of inflation. 


By Mr. Coote: 


Q. Was there inflation from 1925 to 1929, Mr. Dodds, by the banks?—A. 
Was there inflation? 

Q. By the banks from 1925 to 1929? The total bank loans in 1925 were 
$1,135,000,000. In 1929 the total bank loans were $1,864,000,000. I want to 
find out from Mr. Dodds if he considers that inflation—A. Ordinary normal 
expansion of credit, I would not call that inflation. I would call it inflation 
if there were tremendous borrowings of more than a temporary nature, without 
going into a very close analysis of it. 
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Q. You are aware of the advances under the Finance Act during those 
years?—A. I am aware that there were advances under the Finance Act. I 
told you about some of them myself. 

Q. At October 31st, 1925 those advances were only $15,000,000. I am 
speaking in approximate figures; and in 1929 they stood at $90,000,000. Would 
you consider that that was inflation?—A. In 1929 they were $90,000,000? 

Q. On October 31st, 1929, they are given here as $90,000,000.—A. ‘They 
are given here as $61,000,000. 

Q. On October 31st, 1929?—A. No, that is the monthly average. Well, 
there was a big crop to move. It was one of these temporary things; you 
can call it inflation, or call it temporary increase of credit. I thought I went 
into that as closely as anyone could posibly go into it, telling you what happened 
as far as we were concerned. 

Q. You told us of your policy, but still I notice that call and short loans 
in Canada increased from $130,000,000, in 1925, to $268,000,000, in 1929, 
as of October 31st?—-A. Yes, we had a high point ourselves in 1929. If any- 
body cares to look at the figures he will notice that our own call loans went 
up to a high point at that time, but there were a lot of things happening. For 
instance, to one concern we loaned $1,000,000 against bonds; to another concern 
we loaned $500,000 against one million dollars of Canadian bonds, and so on; 
there are special reasons; there were a whole lot of issues being made too at 
the same time, and there had to be temporary financing for them. 

Q. Well, would you say there could not have been inflation, if it had not 
been through bank credits?—-A. Well, there could have been inflation, the 
government could have inflated. 

Q. But the government did not, during those years, did they?—A. No, 
but you said “could.” 

Q. The issue of Dominion notes by the government which stood at 
$320,000,000, in 1920, was, in 1929, only $211,000,000, so there was no inflation 
on the part of the government; that would be true would it not? There was a 
contraction of the amount of the Dominion notes outstanding from October, 
1929, to 1932, from $211,000,000 to $161,000,000, a contraction of $50,000,000? 
——/\, WES. 

Q. Do you consider that that was deflation?—A. Well, I suppose if some- 
body had been borrowing under the Finance Act and repaid, one was inflation 
and the other deflation, according to your wording of it. 

Q. Well, I would like very much for you to give me your definition, but 
that is up to you, Mr. Dodds, whether you do so or not. What percentage of 
the Bank of Montreal’s assets were liquid in your last statement, could you 
tell us that roughly ?—A. No, I will have to get that for you. 

Q. Was it greater than it was say two or three years before?—A. I cannot 
tell you exactly what the figures were, but we can easily get them. 

Q. I have taken all the banks in Canada together—and I am speaking 
from memory now and perhaps you can correct me if I am not right—there 
has been an increase in the amount of bonds held by them. JI suppose you 
would call those liquid assets?—A. Yes. 

Q. An increase of something like $400,000,000 in the last four years?— 
A. That is true. 

Q. And that amount was formerly used to loan to ordinary commercial 
business?—-A. Yes, and we are still wanting to lend it for commercial business. 
We do not want to buy bonds. When we buy bonds we have the risk of their 
going down in price, and of having to provide for the loss. We want to sell 
them and lend the money; we much prefer to lend the money for commercial 
purposes. 
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Q. If the Bank Act were changed so that you were allowed to hold bonds 
only to the extent of your paid-up capital would you make greater efforts to 
find an outlet for your money in commercial loans?—A. Look here, Mr. Coote, 
T have said so often, and repeated and repeated, that we are doing all we can 
to try to get those loans. We have written to our managers congratulating ° 
them on acquiring new loaning business. I just happen to have taken a few 
letters out of a budget that came in the same day, Western letters:— 


We have noticed with interest that you have been successful in 
placing new satisfactory loans on the books of the branch during the 
past two months, and you are to be commended on results. . . . It is 
our experience that one new borrowing account often leads to another 
and as time goes on results become cumulative with satisfactory 
CICCS i 


We have noted with interest that you have been successful in placing 
new satisfactory loans on the books of the branch during the past two 
months and you are to be commended on results. . . . We hope the 
favourable trend may continue. . 


We have followed with interest the steady upward trend of the new 
loaning business which you have reported during the past two months 
and you are to be commended on results achieved. The total to date 
according to our records is $11,576, and we have noted an apparent 
cumulative effect which is encouraging. 


By Mr. Fraser (Cariboo) : 
Q. What is the date?—A. March, 1934. A good many of these loans have 
been made to merchants. 


Mr. Coore: My next question, Mr. Chairman, is with reference to the 
order in council No. 2693. May I refer to that? I want to be in order, if I can. 


The CuatirMaNn: There is no objection to discussing that order now if you 
want to, but I do think that we ought to deal with this particular portion of 
Mr. Power’s motion by itself. 


Mr. Coore: I am quite willing to leave it and deal with it later. 


The CHairman: Of course, Mr. Power is not here; this motion is his child. 
He may want to ask a number of questions in connection with that order in 
council. I suggest that you leave it until later. 


The Wirness: I am quite ready to answer now or later on. 
The CHarrMan: Whatever is the wish of the committee. 


Mr. Coorr: It is just a question based on a paragraph in the order; that 
is all I will ask at the moment. It is stated in there:— 


That it is i the public interest that a reasonably stable basis of 
valuation be determined for such high grade of securities. 


By Mr. Coote: 


Q. You are familiar with the question there: 
That it is in the public interest that a reasonably stable basis of 
valuation be determined for such high grade securities. 
I suppose you would agree that it is desirable? I think anybody would: 
That it is in the public interest that a reasonably stable basis of 
valuation be determined for such high grade securities. 
——A. Oh, yes, I think everybody is agreed on that. 
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Q. Then I would like to ask this question: Is it not just as desirable that 
a stable basis of valuation be maintained for the products of industry?—A. 
Well, you ask me if it is desirable. Yes, I think it is desirable; but I also think 
it is impossible. 

Q. Well, do you think we should make every effort, in so far as it is 
possible, through the monetary system to do so?—A. Well, we keep on getting 
back to the monetary system, and I do not want to go on repeating. You have 
the Central Bank Bill, it is all in there; it is all in the preamble to this Bill. 
All, apparently, except the bankers, are keen for a central bank and here they 
have got it. 

Q. I am trying to find out how keen you are for this—A. I am sure you 
have read my address, Mr. Coote, because you have quoted from it, or Mr. 
Irvine has. If you have, you will know how keen I was for a central bank. 

Q. Yes, but I thought possibly you would be keen to support this view. 
I am just trying to find out the attitude your bank would take. I would 
suggest, Mr. Dodds, that it would be most desirable that a stable basis of 
valuation be maintained, so far as possible, to have stable prices, whether of 
bonds or goods?—A. Well, it would be a good idea for this committee to do 
their best to see that the banking Acts are drawn in such a way that they would 
lend themselves so far as possible to attaining that object. You know if there 
is a big overhang of wheat you cannot get the same price for it in Liverpool, 
and I know you have the idea that by manipulation of the monetary system 
you can do something there. Well, I think it is extremely dangerous. A minute 
or two ago you were mentioning inflation. At the time you spoke of the stock 
market, a bull market was created by public psychology and not by the banks. 
I am still anxious to see that the banks are not blamed for that. 

Q. Was it not financed by bank loans?—A. Well, it was what we did to 
endeavour to restrict that was important. 

Q. But you do admit the loans increased, the call loans?—A. That is not 
quite fair to me, Mr. Coote. I most carefully explained that our call loans, our 
own particular call loans, reached a high point. And incidentally I might have 
added that there was another loan of several hundred thousand dollars made by 
us. If we had not made the loan there would have been financial trouble. We 
were trying to help old customers out and they are quite all right now. 

Q. There is only one other question, Mr. Dodds, and that is whether you 
consider a stable exchange rate—I will put it the other way, whether a stable 
price level within the bounds of Canada is more desirable than a stable exchange 
rate, if we cannot have both?—-A. We owe so much money that unless we keep 
away from inflation the cost of paying off our loans will be prohibitive. 

Q. Although you admit we pay them with goods?—-A. We do not pay 
them all with goods. We meet some with borrowed money, and we might not 
be able to borrow the money. 


By Mr. Ernst: 


Q. In view of the questions that have been asked, and which I think should 
have been ruled out of order, I would like to ask one or two questions in order to 
attempt to clarify the situation. Your view of inflation, if I understand it 
ory: is the issue of paper money without regard to the metallic covering?— 
Ae Yes! 

Q. That is what you mean by inflation. I know that Mr. Coote means 
something. much more comprehensive. Of course, Mr. Coote’s questions, as I 
understood them, were directed towards showing that inflation would result in 
the depreciation of our currency and would consequently help our export trade 
and help those who have a fixed indebtedness to pay within Canada?—A. Yes. 
That is what I thought. 
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Q. You are aware, of course, that a great amount of our borrowings have 
been in the United States?—A. Yes. 

Q. Towns, municipalities, and provinces have borrowed?—A. Yes. 

Mr. MacMiuuan (Saskatoon): And the Dominion. 


By Mr. Ernst: 


Q. And the Dominion itself. And is it not correct that we owe at the 
present time, I am sure, approximately $1,000,000 a day in New York?—A. There 
was at one time— 

Q. Payable in United States funds?—A. Yes, that is about right. 

Q. Well, I confess that I believe in a degree of inflation. From your view- 
point, the payment of those funds, or the payment of that indebtedness, in United 
States funds, would have been impossible had the ratio of the Canadian dollar 
declined much more than it had in relation to the United States dollar?—A. You 
saw where it went with the little bit of inflation we had. The premium on funds 
went up. Interest costs go up as inflation takes place. I say that in the address 
to which I referred. 

Q. You mean the $35,000,000? I am inclined to disagree with you. While 
I cannot put my finger on it at the moment, my recollection is that the degree of 
increase of the discount rate from 8 per cent to 18 per cent, when that $35,000,000 
took place, was a coincidence and not a result?—-A. That is not my own opinion. 
It was commented on all over the place, and resulted in people selling securities 
and taking some money out of the country. 

Q. My recollection was that the sale of securities came from the man outside 
of Canada for different reasons, and on a large scale. That is my recollection. 
I may be wrong. Let us leave that. I think we can agree that if we do inflate, 
or had inflated—Mr. Coote thinks we ought to—while I think we ought to a 
moderate extent, our dollar would have declined greater in United States funds? 
—A. When you interrupted me I was saying that if you have inflation the 
interest costs go up, and 1 per cent added to our interest on foreign debt would 
be a vast sum and would take more goods to pay. That is the point I tried to 
make when I was talking to Mr. Coote. 

Q. And would it be correct to say that at any one particular time the balance 
of trade in our favour would not, might not, enable us to pay our debts at that 
time?—A. Yes. 

Q. And we might have to borrow again?—A. That is the right idea. 

Q. So that the question of inflation, or otherwise, becomes one of viewpoint— 
the weighing of one advantage against the disadvantage?—A. That is right. 


By Mr. Baker: 


Q. In view of the fact that we are endeavouring to put a little ‘“cheerio” 
into the committee, and in view of the fact that we have a prominent banker 
before us, I would like to ask, for my own information: is it not true, Mr. Dodds, 
that the loans that were made and, perhaps, to a certain extent, over-made to the 
speculative and the broker businesses throughout Canada have been very much 
liquidated and are in much better shape than they were?—A. Very much. 

Q. It is a rather satisfactory basis, I understand?—A. Yes. 

Q. Is it not also true that the business loans which were rather high are 
now coming down into better shape, reaching a much more healthy state?— 
A. Yes. I wish they would take an upward trend, 

Q. They had excess loans against equities, and are boiling them down to a 
more healthy state?—A. I would say so. 

Q. In view of these two facts, have we not great reason to feel more 
“cheerio” when these two points arrive at a proper basis where they are off to 
a better and more healthy start for the future?—A. Yes. I feel we are— 

Q. I think we ought to have a little “cheerio”. 
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By Mr. Irvine: 


Q. Arising out of this “cheerio,” I want to ask a question or two to clear up 
a point suggested during the questioning by Mr. Coote. Mr. Dodds, I understood 
you to say, in replying to certain questions of Mr. Coote, that even during what 
Mr. Coote calls the deflationary period the banks had plenty of money to lend, 
any amount of money that they wished to expend; is that so?—A. Yes to lend. 

Q. And that although they had plenty of money to lend and wanted to 
lend it, the people would not borrow it or could not borrow it—whichever you 
wish to say—or did not borrow it; is that so?—A. Whichever way you like— 
would not or could not. 

Q. How would you like to put it?—A. They did not borrow it. 

Q. I think you went so far as to say that the reason the people did not 
borrow it was because they would not trade with each other?—A. That is so. 

Q. I think you said that the reason why they would not trade was because 
the governments of the countries had not got together to make them trade. 
Now, what did you mean by that? Or had the governments, by their actions, 
prevented them from trading. Is that what you meant?—A. J thought it was 
pretty well known that tariffs and quotas—and heaven knows what—were put 
in the way of ordinary world trade. 

Q. That is what I wanted you to say?—A. I thought it was. I was trying 
to help you. 

Q. I want to make the point clear. It is essential that this committee 
should know whether to blame the government, or the banks, or the people, for 
the mess in which we find ourselves?—A. I think the best thing to do would 
be for everybody to take a share of the blame. 

Q. I refuse to take any of it?——A. I did not expect you would. 

Q. I am glad that the depression, as far as Canada is concerned, is due to 
the Canadian government’s prohibition of trade relations?—A. No. I did not 
say that at all. You have no right to try to use my view for political purposes 
in that way. I said that countries would not trade with one another, and the 
best thing would be if governments would try to get together and arrange so that 
trading could take place. I do not blame this government. I am not here to 
approve of this government, or disapprove of it. As far as I know, they may 
have taken more steps than any other government. I do not know. 

Q. I wanted to make sure of what you thought because you left the impres- 
sion with me that the blame was on the government; you do not think so?— 
A. I would not like to leave that impression. 

Q. The point is that the banks had nothing to do with inflation and nothing 
to do with deflation?—A. No. The point is that the banks did their best to 
stop speculation when they felt it was going too far,.and during deflation they 
have loaned money to carry on any commercial business that could put up a 
satisfactory banking proposition to them. 

Q. I understand you further that the banks tried to prevent inflation and 
did not manage that; they tried to prevent deflation and did not manage that; 
therefore the banks cannot do anything about deflation or inflation, they are 
helpless?—A. You said first now that the banks did try to do this and then 
you say the banks did not do anything. 

Q. I was going by what you said?—A. I was going by what you said. 

Q. I understood you to say—correct me if I am wrong——A. Yes, I will. 

Q. —that the banks did try to prevent inflation?—A. Yes, and obviously 
they must have done something, how much I cannot tell you. 

Q. You will agree that inflation took place?—A. I will agree absolutely, 
and I will also agree that if you had already made up your mind that you were 
going to buy some stocks or shares that nothing I could say would stop you. 
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Q. Exactly. That is my point. I understand the banks cannot help these 
things?—A. I say that if a nation makes up its mind to try something, whether 
a central bank, a new kind of currency, or whatever new fangled thing or old 
fangled thing you like, that thing will run its course. 

Q. I do not know what you mean by a nation making up its mind. My 
idea is that it has not any mind to make up?—A. I can assure you that it had. 
When there were big speculations in Winnipeg everybody, from chambermaids 
to managers was speculating. 

Q. The point is that the banks—I am not criticizing their efforts—did try 
to prevent inflation. Obviously they did not manage to do so. They also 
tried to check deflation, and since that was not checked, obviously they were 
defeated. Therefore, the banks are at the mercy of the armies of chamber- 
maids and hotel managers and the general public, both going up and down?— 
A. To some extent. 

Q. I want to know what we can expect of the banks?—A. You can expect 
the banks to do their best to put a check on it and to make it difficult for people 
to borrow under those circumstances. You can expect the banks to do their 
best to help carry on production and trade. 

Q. There is only one more question. I think you said, almost in these 
words: I do not know what will be the end in reference to inflation in Australia? 
—A. Yes. That is right. 

Q. Which, of course, is very true. Nobody knows what will be the end of 
anything. I would hke to ask you then what will be the end, if we continue, 
in Canada the way we are going now; and whether that end is——-A. I do 
not know what the end will be here either. 

Q. The point is that your not Knowing the end is not a good argument in 
connection with inflation since it is also applied to deflation. As long as we 
do not know the end in either case it would not be an argument?—A. You have 
endeavoured to prove that the banks did nothing or could do nothing. I differed 
with you more than once on that because in my judgment the banks’ efforts 
were partly successful in that Canada suffered less than other countries. 


The CyarrMan: We have left that now, and we have come to another 
point. 


The Witness: I would like you to pursue that a little further. 


By Mr. Irvine: 


Q. I thought, perhaps, some of the members of the Conservative party, in 
this committee, had taken issue with the suggestion that the government was to 
blame?—A. I take issue with that. 

Q. The point now is—I am going to ask Mr. Dodds this question: when 
Mr. Coote was suggesting that Canada should have inflated somewhat along the 
lines pursued by Australia the witness’ reply to that was that it should not 
be done because he could not see the end of such action. He was afraid to 
risk taking the action. Now, I ask if he can see the end of the policy that 
is now being pursued, and if that end, as he sees it, is one to be contemplated 
with fear or otherwise. 


Mr. MacMitian (Saskatoon): Pursued, by whom? 
Mr. Irvine: By Canada and the banks. 


Mr. MacMitran (Saskatoon): Mr. Chairman, we ought to have a political 
economist on the stand. 


Mr. Irvine: You have. I am questioning him now. 


The Witness: Deflation is not continuing now. 
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By Mr. Irvine: 

Q. Either you do not get my question or I cannot put it sucessfully?—A. I 
am sorry. 

Q. I am trying to ask you is the fact that you could not see the end under 
an inflationary policv—A. No. I know what you meant. What I say to that 
is this: that history has shown us that when you start an inflation the great 
difficulty is in stopping it. Australia has started something. You must give a 
reasonable time to see what the end will be. 

Q. I agree with that; but the point is that when you start deflation—not 
you—but anybody, the public, or the chamber-maid again—when they start 
deflating we cannot see the end of that either?—A. I have said that deflation 
is not continuing; that, apparently, we have come to the end. 

Q. The point is this, in the fact that we cannot see the end in one case there 
is as much danger as in the other?—A. No. I do not think there is. I think 
you get to a certain point in deflation and then people run out of goods and so 
on and they start to buy. 

Q. The same thing must hold the other way? 
does. 

Q. When suffering comes through deflation it is largely the general public 
who suffer, and when suffering comes through inflation it is the bond holders 
who have to take up the slack. Is that true? 

The Cuatrman: If you are going to cover the same ground again, let us 
know in advance. 

Mr. Spencer: Mr. Chairman, J think my questions cover a different ground, 
and if they do not— 

The CHarrMAN: Stick to the text. 

Mr. Spencer: If they do not, I will be glad if you will call me to order. 
I have put my questions down to make them as short as possible, and if I can 
get direct answers from the witness I will not take very long. 


A. I do not know that it 


By Mr. Spencer: 

Q. First of all, I wish to direct Mr. Dodds’ attention to the fact—I under- 
stand he is president of the Bankers’ Association—that I hold in my hand a 
little pamphlet entitled “The Bank Act” issued “with the compliments of the 
Canadian Bankers’ Association” in 1924 and sent all over Canada. [ wish to 
refer to three statements in this book. On page 13 it says:— 

“Tet us have a guarantee of deposits’, exclaim these immature 
economists, and “it will be a matter of indifference to the creditors whether 
or not a bank is compelled to suspend payment.” 


I would like to know who was supposed to make a statement like that, and 
if it was supposed to be a member of parliament?—A. Just read again. 
Q. This is supposed to be a statement made by somebody :— 
“Tet us have a guarantee of deposits,” exclaim these immature 
economists, and “it will be a matter of indifference to the creditors whether 
or not a bank is compelled to suspend payment.” 


I would like to know who is referred to?—A. I do not know the gentleman. 
I do not know the particular immature economist referred to. Anyone you like. 

Q. What I am trying to get at is this. I am absolutely sure it was not 
made in a committee of this parhament?—A. Who said it was? 

Q. The Bankers’ Association spread this all over Canada?—A. They are 
quoting an immature economist, and they proceed to answer him. 

Q. I am sure it was not said by a member of parliament?—A. Who says it 
was? 
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Q. It intimates it?—A. Let me see where it intimates. You said it intimates 
that. Where does it intimate it? 
Q. On page 13 of this little book put out by the Bankers’ Association?— 
A. Where does it say that? 
Q. I will pass the book over. The next point:— 
Just as a year ago other persons were contending for an unlimited 
supply of paper currency in order that the impecunious might obtain all 
the money they desired. 


Now, was that supposed to be said by a member of the House of Commons, or 
the man on the street?—A. You will not even let me see the book. I do not 
know at whom they were making a crack; do you? 

Q. That is what I want to find out?—A. Let me have a look at the book. If 
you do not let me have a look at the book, answer it for yourself. Now, I have 
glanced over the first three pages, and I can see no mention of banking and com- 
merce committee or a member of parliament, or any other immature economist. 

Q. I want to ask Mr. Dodds what is the object of the Bankers’ Association 
in publishing a pamphlet like this and sending it all over Canada like that. 

Mr. MacMiuran (Saskatoon): Was it the result of the last revision of the 
Bank Act? 


The Witness: Yes. 


By Mr. Spencer: 
Q. At the end of this little pamphlet this statement is made with regard to 
western Canada:— ; 


Western Canada has all the advantages of a new country; its mar- 
vellous fertility has not been impaired, it is not over-capitalized, it has 
not hopelessly mortgaged its future by building hard-surfaced roads. It 
stands to-day capable of making a most surprising comeback, for it is 
on a sound basis. 


I would like to ask the witness if he supports this statement?—A. All I can say 
about that booklet would be this: I had nothing to do with the producing of it. 
I would say that these are hypothetical questions with no reference to members, 
and designed to clear up popular misconceptions, and I think that was the 
feeling about western Canada at the time. 


The Cuarrman: And probably true. 
The Witness: Yes, true. 


By Mr. Spencer: 


Q. What happened in western Canada to prohibit the banks advancing 
credits to agriculture; apparently, from this statement, the banks considered 
western Canada was a good place for investment?—A. Yes. I got this clipping 
from a western Canada newspaper yesterday :— 


Obviously it is the intention to give the board the power to destroy 
existing contracts or to rewrite them on any terms the board may deem 
fit without consideration of the wishes of the parties involved. Contracts 
are to be left without validity. The right to use the courts is to be 
denied to any aggrieved party. A government board is to be set high 
above the judges of the province and of all the machinery built up during 
the centuries for the administration of the law. 

In view of what is taking place it might be just as well to abolish 
most of our courts. If courts are not competent to deal with matters 
that have been regarded as within the normal processes of the law they 
might as well be wiped out and the money saved to the people. 


That is what a newspaper says. 
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By Mr. Ernst: 


_ Q. Concerning what was that written?—A. It was written with regard to 
this new legislation in Saskatchewan. 


By Mr. Spencer: 


Q. The other day when you answered a question of Mr. Irvine, I understood 
you to say that you considered money as a medium of exchange?—A. Asked by 
Mr. Irvine? 

Q. I think the record will show that is what you said?—A. I agree to that 
description of it in part. 

Q. Would you say that anything that functions as money is money?— 
A. Did we not— 


The CuarrmMan: Did we not agree not to go into anything theoretical. 
Mr. Spencer: I want to lay the basis for my question. 


By Mr, Spencer: 


Q. Would you say anything that functions as money is money?—A. Yes, I 
think so. 

Q. Now, the different forms of money a man can have are coin, currency 
and credit?—A. I will lend you a nice little booklet I wrote on “What Women 
should know about Banking.” It deals with that. 

@. You say yes to the question. Would you consider currency as note 
issue? Would you refer to Dominion notes and bank notes as currency ?— 
A. Yes. 

Q. With regard to these two, I take it that we have the two types, Dominion 
notes and bank notes?—A. Yes. 

Q. And the Dominion notes are governed by the amount of gold on hand, 
and, secondly, under the Finance Act; am I correct?—A. There is a fiduciary 
issue too. 

Q. I am aware of that. With regard to bank notes, I believe they are 
covered by the following three references: first of all, an amount equal to the 
capital of the banks, secondly, an amount equal to 15 per cent of the paid-up 
capital and reserve which runs for six months of the year?—A. During the crop 
moving season, so called. 

Q. And thirdly, an amount issued against gold or notes which are placed 
in the central gold reserve?—A. Yes. 

Q. The paid-up capital of the banks to-day, I believe, is 1445 million 
dollars?—A. I think that is what we said the other day. 

Q. I know that is correct. The total rest and reserve fund in the banks is 
1324 million dollars?—A. Yes. 

Q. Would the total of subsidiary coin be between, say, thirty and forty 
millions—it varies very little, I believe?—A. Gold and subsidiary coin, June 30, 
was fifty millions, and gold—current gold and subsidiary coin in Canada was 
forty millions at the end of January, 1934. 

Q. How much of that would be gold?—A. I do not remember. Let me see. 
It is not sub-divided. 

Q. There would not be very much of gold?—A. Would not be much? 

Q. There would not be very much of gold?—A. I told you the Bank of 
Montreal have $13,000,000, if that is any help to you. 

Q. The amount of subsidiary coin, small coin, varies very little, either in 
inflation or deflation periods. The largest part of money I take it, therefore, is 
credit drawable by cheque?—A. I beg your pardon? 

Q. The largest part of money I take it, therefore, is credit drawable by 
cheque. Would you admit that?—A. You always use that word credit, and I 
am always objecting to it. 
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Q. Use whatever word you like; give a name if you like to that type of 
money.—A. The deposits people have to their credit in the bank. 

Q. Would you admit, then, that cheque money is our largest medium?—A. 
Yes. I think those figures are all available. 

Q. Would you support the statement Sir Edmund Walker made in 1923 in 
this room that 96 per cent of our whole business is done by cheque?—A. No. 
T would not support it because I do not know what the figure is. I would have 
to look into it. I do not support everything Sir Edmund Walker said. 

Q. Would you support it if I said Mr. A. E. Phipps confirmed that, in 
1928?—A. No. I would say that was the case in 1928. What it is now, I would 
not say. I think it is a very large percentage, if that will help? 

Q. Around about what?—A. Well— 

Q. The banking system is largely one of bookkeeping, is it not?—A. In 
other words, you suggest that I am a glorified bookkeeper. 

Q. I do not mind what name you give to it. We are talking on facts now. 
The banking system is largely a matter of bookkeeping, you must admit that?— 
A. You cannot lend money by bookkeeping; you have to do it by common 
sense. 

Q. I am not talking about lending money by bookkeeping?—A. You said 
banking. 

Q. You admit that the banking system as it is in use is a matter of book- 
keeping?—A. No. We have to have bookkeeping in our banking system, but 
our banking system is not just bookkeeping. 

Q. We will accept that for the moment. You will admit that that very 
large amount of business is done by cheque, and that the coin and notes really 
largely make up pocket cash?—A. I told you we had $13,000,000 of gold in the 
Bank of Montreal. 

Q. But you do not use the gold as pocket cash?—-A. You said that gold 
coin was largely pocket cash, and I say it is not; it is in the banks. 

Q. In relation to the other amount?—A. In relation to the other amount, 
it has a pretty good relationship. 

Q. I will give you figures to show it has a very small relation?—A. Out of 
$15,557,000— out of $15,147,149, $13,0000,000 is in gold. I would say the boot 
is on the other foot. It is mostly gold. 

Q. $13,000,000 in gold. With regard to notes and coin, would you say they 
are given the value by statute?—A. There is a statutory value to the coins. 

Q. And, of course, the paper money is entirely given value by statute?— .. 
There is gold behind our paper money. 

The CuHatrman: The gold has been given a value by statute too, I take it? 


The Witness: There is a fixed value by statute. 


By Mr. Spencer: 
Q. Would you say all new money comes from the banking system to the 
public? 
Mr. MacMituan (Saskatoon): What about the gold mines in Ontario? 


By Mr. Spencer: 

Q. Would you say all new money comes from the banking system to the 
public?—A. Not necessarily. I might have some things and sell them to some 
other country and bring the money into this country in the form of gold or 
something else. 

Q. Would you say the total loans sometimes equal nine or ten times the 
amount of bank notes in circulation?—A. Now, everybody will be happy. I 
should say they do at times. I think loans do at times amount to nine times. 

Q. I am glad you admit that, because I notice that the present Secretary 
of State, speaking at the Canadian Club in Toronto on November 13, last year 
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made the statement that on September 13 last the notes in circulation for all 
Canadian chartered banks amounted to $141,000,000, and the total liabilities 
aggregated $2,849,000,000, or over twenty times the amount of the note issue. 
I have some questions to ask, particularly because I think there is a great mis- 
understanding on how money is written into existence or out of existence. 


_ The Cuatrman: Now, Mr. Spencer, in fairness to this committee and in 
fairness to yourself, how far are you going with this, because this does not come 
under the reference at all. I am bound to tell you that. 


Mr. Spencer: Mr. Chairman, if I can prove that the bankers do write 
money into existence, or write money out of existence and, therefore, affect 
prices, surely it has something to do with this reference. 


The CHamman: Maybe it has. 


Mr. Ernst: It is a question of whether prices affect the bankers or bankers 
affect the prices. 


By Mr. Spencer: 

Q. Would you explain the effect of a loan on the money system; does it 
increase the sum total of money in existence? 

Mr. Baker: Are not questions of theory being asked all the time, Mr. 
Chairman? 

The CHatrMAN: That is exactly the position. 

Mr. Baker: That is what has been going on all morning. 

The CHatrman: I do not like to shut off these questions, however. 

Mr. Spencer: If the witness does not want to answer I shall go on, Mr. 
Chairman. 

The Witness: Your question reminds me of the old riddle, which comes 
first, the hen or the egg? That is about it. 


By Mr. Spencer: 

Q. I will again quote the Secretary of State who, I think, is a pretty good 
witness.—A. Now, now. You say he is a pretty good witness. You mean he 
is a pretty good authority on financial matters and so on? 

Q. Yes—A. I do not think he would want to be quoted as an expert 
financial man. He would prefer if it were said that he was an eminent Secretary 
of State or King’s Counsel. JI never heard him claim to be an authority on 
matters financial, although he certainly has some knowledge of them. 

Q. Well, he certainly would not go to a public meeting and make a state- 
ment—. —A. You had better ask him about it. 

Q. I will quote what he said with regard to this very statement.—A. I read 
that speech and I do not agree with everything he said in it. 

Q. I will read it again to make the record complete: 


The prevalent conception that bank deposits may only be created 
by actual deposits of specie, or its equivalent in Dominion notes or 
foreign exchange is quite erroneous. The bank returns for December 30th 
last disclose that the banks held only $49,000,000 in specie and 
$127,200,000 in Dominion notes, or a total of approximately $176,000,000 
in specie and notes, while their current loans and discounts were 
$1,428,000,000 which was a reduction of $932,000.000 in the amount of 
current loans and discounts on September 30th, 1929. 


If the witness does not want to support that statement, or deny it— -—A. I do 
not want to express any opinion on it. 
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Q. Would you say that every loan, therefore, creates new money in addition 
to the total in existence? It is an all important question, Mr. Chairman. If 
: I do not get an answer to it I might as well put away the paper—A. I do not 
see that I am bound to answer. 
Q. There is the whole crux of the situation, that we are trying to prove 
whether banks can write money out of existence or into existence. The witness 
refused to answer the question and, that being so, we cannot get anywhere. 


The CHAIRMAN: Mr. Spencer, this, of course, is foreign to the immediate 
enquiry. I have tried to tell you that. 


Mr. Spencer: I do not agree with that, Mr. Chairman. 
The CHairMan: Well, go on. 


Mr. Spencer: It rather ties me up if he refuses to answer the question. If 
he will only answer yes or no then I will know what attitude to take. 


j By Mr. Spencer: 


Q. Do you claim, Mr. Dodds, that the more loans that are made the faster 
deposits grow?—A. The more loans that are made, if presumably the loans are 
being made for productive purposes and will result in more savings, in that 
sense yes. 

Q. And on the other side, the more loans that are cancelled—A. Who 
cancels loans? 

Q. Well, put it this way, the more loans that are paid off to the banks, the 
volume of money in existence reduced thereby must be of an equal amount, 
pons you admit that?—A. The money comes in and is loaned to somebody 
else. 

Q. Then you would say, if a loan is repaid it does not reduce the amount 
of money in existence?—A. It might. 

Q. Well. I will go on. Do you agree with the statement of an honourable 
gentleman who has been quoted here before, Mr. McKenna, when he says: 


The amount of money in existence varies only with the action of the 
banks in increasing or diminishing deposits. 
° 


A. I did not quite catch that. 
Q. He says: 
The amount of money in existence varies only with the action of the 
banks in increasing or diminishing deposits. 


A. Mr. McKenna says that the money only decreases according to the banks 
loaning or not loaning. 
Q. Every time the bank loans, he says.—A. Did you say “only’’? 
Q@. He says: 
The amount of money in existence varies only with the action of the 
banks in increasing or diminishing deposits. 


A. I would say that is just plain rubbish, because if I happen to come into the 
country with a whole lot of gold the banks had nothing to do with it. That 
is Just on a par with what has already been suggested that he makes statements 
to arouse discussion and draw attention to his bank. 
Q. He goes on further to say: 
Every banking loan creates a deposit and every repayment of a bank 
loan destroys one. 


Would you admit that: 
Every banking loan creates a deposit and every repayment of a bank 
loan destroys one. 
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A. Every bank loan creates a deposit and every repayment of a bank loan 
destroys one? Well, every bank loan creates a deposit momentarily because you 
oe something to a man’s credit. But he draws on it and he pays off somebody 
else. 

Q. Let me put it plainer if I can. I am sure the witness knows exactly 
what I am trying to get at.—A. Please do not start flattering me after three days 
of this. 

Q. Suppose a country bank has $50,000 on deposit, a farmer comes in and 
wants a thousand dollars; he puts up ample security and the manager says he 
will give him a loan, and he credits the man with a thousand dollars. Does the 
bank then have $51,000 on deposit, or does it have $49,000, or $50,000?—A. I 
did not catch a few words in the middle of the question. 

@. When the customer of a bank gets a loan by putting up ample security, 
say a loan of $1,000, is he not credited with $1,000?—-A. He may be, but the 
point is, that is not credit created. The credit was earned by the borrower. The 
substance must come first on which to base the credit. 

Q. Yes, but I am talking of financial credit—A. The banks do not create 
the credit. The potential borrower must have it before he can borrow. 

@. The man comes in with his real credit and he places it in the hands of 
the banker and the banker then advances him $1,000?—A. Well, there is the 
credit. The bank did not make that credit. 

Q. The bank gives him financial credit to the extent of, say, $1,000 which 
is less than what the security amounted to. The bank puts the $1,000 to his 
credit. Does not that enable him to draw that amount out, but does it not 
increase the total amount of money in existence?—A. Do you think he borrows 
the money to leave it there? If he borrows the money he borrows it to pay off 
somebody else. 

Q. And if he pays it to somebody else?—A. Then it comes back to the 
banker and another note is paid. 

Q. But still it increases the total of money.—A. It might continually 
decrease. I might loan the gentleman on my right a thousand dollars and he 
might pay off the gentleman on my left who pays me back and there you are, 
you are all square. 

Q. What happens then when a loan is repaid?—A. As far as my recollection 
of these thmgs is concerned, in normal times no sooner do we get payment of 
one loan than there is somebody there ready to borrow it. 

Q. Do you agree, or do you not agree, with the following statement? I might 
say this is by the same authority—Mr. McKenna: 


When a bank loans financial credit, it increases the total amount in 
circulation. 


Would you say yes or no: 


When a bank loans financial credit, it increases the total amount in 
circulation. 


A. I do not say that it necessarily increases the total amount in circulation. A 
man might put it to his credit or somebody else is paid; how does it increase it 
if I lend you a thousand dollars and you pay the gentleman on your right a 
thousand dollars and he pays me back? The whole thing is complete. It does 
not increase in that case, so I do not agree with him in all he says. 

Q. This statement was made at a general meeting of the shareholders of 
the Midland Bank?—A., It is of no importance where it was made. 

Q. In 1925, 1926 and 1927?—A. I do not care, it makes no difference in my 
opinion what Mr. McKenna said; there are a lot of people who do not agree 
with what Mr. McKenna says. 
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Q. Then you disagree with this statement, I take it: 


When a bank receives repayment of financial credit it decreases the 
total amount in circulation. 


A. Obviously it may or may not. It all depends on what has taken place, as I 
explained before. 
Q. He also makes this statement: 


Financial credit repaid to banks is cancelled. It no longer exists even 
in the records of the banks. 


Would you admit that?—A. Financial credit repaid to banks is cancelled? 

Q. Yes, financial credit repaid to banks is cancelled. I will put it another 
way.—A. Do you mean to say that if a man comes to the bank and pays his 
note the note is cancelled. 

Q. Yes, and the amount of money equal to the note is written out of 
existence?—A. Written out of existence? 


Q. Yes. Then the further statement by Mr. McKenna: 
Repaid bank loans destroy deposits. 


A. If a man had a thousand dollars to his credit and he owed the bank a 
thousand dollars and he turned in his note on the thousand dollars the note would 
have been paid. 


Q. I will switch for the moment from Mr. McKenna and get another 
authority —A. Well, you need not bother. 

Q. Because I would like to find some authority with which you do agree. 
I am now quoting from the MacMillan report, not of Canada but of Great 
Britain?—A. Another document the authors of which I said before could not 
agree. 

Q. But they came to certain definite conclusions and they agreed?—A. 
Well, they compromised I would say. 


Q. May I read this: 


It is not unnatural to think of the deposits of a bank as being created 
by the public through the deposit of cash representing either savings or 
amounts which are not for the time being required to meet expenditure. 
But the bulk of the deposits arise out of the action of the banks them- 
selves, for by granting loans, allowimg money to be drawn on an 
overdraft or purchasing securities a bank creates a credit in its books, 
which is the equivalent of a deposit. 


Do you accept that?—-A. That is a very long thing and if I have to grasp all 
that at once you will have to read it again. 
Q. Very well: 


It is not unnatural to think of the deposits of a bank as being created 
by the public through the deposit of cash representing either savings 
or amounts which are not for the time being required to meet expenditure. 
But the bulk of the deposits arise out of the action of the banks them- 
selves, for by granting loans, allowing money to be drawn on an 
overdraft or purchasing securities, a bank creates a credit in its books, 
which is the equivalent of a deposit. 


—A. May I read it myself; I find it difficult to hear you. I should say the 
answer to that probably is, that banks secure deposits from the public and 
lend them to those who have built up substance on which to borrow. 


Q. Then if loans are only made from pre-existing deposits the amount of 
money would not increase, would it?—A. I do not say that that is the only 
way. 
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Q. Well, what other way might money be put into circulation?—A. I have 
made ever so many suggestions that money can come into circulation through 
the sale of the produce of the country and the gold being brought into the 
country in payment of it. That is not done by the banks. 

Q. But you admit that money is paid out largely through the banks to 
the public?—A. Pardon. 

Q. You admit that money is paid out from the banks to the public? 


The CuatrMaAn: Repeat that please, Mr. Spencer. 


By Mr. Spencer: 
Q. You admit that most money is paid from the banks to the public?— 
A. Yes, I agree that most of the money is paid in that way, that is, the 
machinery of the banks pay on behalf of somebody else. 
Q. Well, I have a statement in front of me which I would like to put on 
the record, Mr. Chairman: 
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That is a summary of figures which Mr. Irvine wanted to get and 
which were to be submitted by Mr. Tompkins. The figures are taken from a 
return tabled in the House, and if the Chair will allow I would like to 
put those figures in as I would like to ask a few questions on them. First of 
all, I would like to ask the witness if he considers that the financial system 
should be used primarily for the production and distribution of goods and 
services?—A. You have the happiest faculty of getting back to asking questions 
that have been answered six or seven times. 

Q. It is a very easy question to answer. 

Mr. Ernst: Does not that come back to the question of a monetary system? 

The CHatrMan: No doubt about that. 

Mr. Irvine: Who is responsible for the monetary system? 

The Witness: I said in my opening statement:— 

In less active times the requirements of business are not so heavy 
and the bank has more funds to spare, but at all times the legitimate 
requirements of business people have the first claim upon our resources 
and in this it must be borne in mind that the banks derive their power 
from the governments and are given charters in order that they may 
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perform a useful public service—mainly in two ways: first, to provide a 
safe place of deposit for the people’s money, and second, to use that 
money in facilitating production and commerce. 


I have reiterated that time and again and, therefore, I think that I have 
some merit in my statement that you should not keep on asking me to repeat. 


By Mr. Spencer: 


Q. Then do you still stick to the statement that loans are made through 
pre-existing deposits only? Do you still say that loans are made from pre- 
existing deposits otherwise the loan is money deposited by somebody else?— 
A. I said to some extent. 

Q. To what extent? Can you give me a rough idea?—A. No. 

Q. You stated the other day in answer to a question, I think by Mr. Irvine, 
that you believed in the gold basis. I will be perfectly satisfied with the answer 
yes or no.—A. I said gold standard, not gold basis. 

Q. Well now, does the gold standard mean that if an increased amount of 
money is going to be put in circulation we would have to have an increased 
basis of gold?—A. I said the gold standard was a sound basis, and Mr. Irvine, 
on page 302 of these minutes, is shown as asking me a question with regard to 
sound money. My understanding was that he made a statement and did not 
ask a question. In any case I did not pursue the matter, as he almost immedi- 
ately stated that he believed our Canadian money is sound and I had already 
expressed similar views; I thought this would be enough for the committee. I 
believe our money to be sound because it is backed by gold despite the fact 
that we have a fiduciary issue of $635,000,000 which, however, under the new 
Bank of Canada Act, will be covered by Dominion of Canada bonds, and the 
$35,000,000 Treasury Bills, against which the banks borrowed from the govern- 
ment a similar amount under the Finance Act. 

Q. Well now, taking the years from 1926 to 1929, when there was a very 
large increase in the total money in existence, you say it would be necessary 
in the ordinary course to have an increase in gold?—A. If we were on the gold 
standard, in the ordinary way. 

Q. May I ask if we were on the gold standard between 1926 and 1929? 
—A. Well, you know when we came off. 

Q. I believe we were on the gold basis at that time in 1926. I notice, 
however, that loans increased between 1926 and 1929 and that gold dropped 
no less than $57,000,000. I would like to know how it was done if we were 
on the gold standard and we dropped $57,000,000 in gold and increased the 
total amount of money in circulation by $35,000,000—A. I do not remember 
the details. I do not know what Mr. Spencer is driving at. 


Mr. Hacxerr: Mr. Chairman, I move we adjourn. 


Hon. Mr. Ruopss: I was going to suggest, Mr. Chairman, that this com- 
mittee has been called primarily to deal with the Bank Act and the Bank of 
Canada Act. We have hardly touched them in the last three or four days, 
and in fairness to the committee itself which has a considerable amount of 
work to do—as well as to the witness, who has been on the stand for three 
successive days—it seems to me that if every honourable member were to 
exercise the same right as that which is now being exercised by some honourable 
members, we will be here till the snow flies again and not touch the Bank Act 
at all. It seems to me there must be an end to this species of question. 


The Cuatrman: We will adjourn till four o’clock, and I hope Mr. Spencer 
will not continue this line of examination, because I will have to rule it out 
of order. 
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AFTERNOON SITTING 
The committee resumed at 4 o’clock p.m. 


The CHarrman: Gentlemen, we should proceed and make some progress. 
Have you any more questions to ask, Mr. Spencer? 

Mr. Spencer: Just three or four. In deference to you, Mr. Chairman, who 
have been so fair to the committee, I am going to bring my questions to a close 
as quickly as I can. With reference to the figures I was speaking about when 
the committee rose at 1 o’clock, I would like to point out to the witness that 
between 1926 and 1929 when the total amount of loans increased by $635,000,000 
that the Dominion notes increased only $18,000,000 and bank notes decreased 
$2,000,000. I would take it from this that it is possible to increase the amount 
of money vastly without increasing the amount of paper money in the way of 
notes; is that correct? 


Mr. Ernst: It comes back to what is meant by money. 
Mr. Spencer: Anything that functions as money is money. 


Mr. Ernst: I am only wondering if you and the witness are thinking of 
money in the same terms. 


The Witness: Just what was the question again? 


By Mr. Spencer: 


Q. I will try to put it in other words: do you realize that when the loans 
were increased by $635,000,000 between 1926 and 1929 that Dominion notes 
increased only $18,000,000 and the bank notes actually dropped by $2,000,000. 
Is it possible to increase vastly the amount of money in circulation—that is, 
anything that functions as money—without very much increasing the note 
issue?—A. Well, you are speaking of money in terms of loans. That is obvious 
from that. 

Q. My point again is that our money system is largely one of bookkeeping, 
and that subsidiary coin or notes are simply a matter of pocket cash?—A. I 
see. 

Q. This moring the witness, although not denying entirely—I want the 
witness to correct me if I am wrong in the words J am giving—although not 
entirely denying that loans create new money, at the same time rather inferred 
that most money was created by lending deposits; am I correct?—A. You say 
I inferred what? 

Q. That most money was created by lending deposits—most loans are 
made by lending deposits, if I understood?—A. You have to have the deposits 
or you can’t make the loans. 

Q. That is my point. This is a question I would like to get an answer to. 
If that statement is correct that the witness has just made, I would ask him, 
if loans are created from pre-existing deposits, how can they increase from 
$1,229,000,000, in 1926, to $1,864,000,000, in 1929, an increase of $635,000,000, 
and yet leave on deposit a sum of $2,225,000,000?—A. Well, the loans increase 
because the deposits increase, or, rather, I should say, we have the deposits, so 
we can make the loans. That is what I meant to say. 

Q. But, at the same time, if you loaned the deposits they would not increase, 
and I find the deposits actually increased by $323,000,000 at the same time?— 
A. Well, I repeat we can only lend the money we have on deposit, plus what 
other moneys we may have, our capital and so on, as I explained before. 
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Q. I bring to my rescue one or two statements before I close. Referring to 
the Secretary of State’s very notable speech in Toronto, he made the statement: 
“The result is that in modern practice 70 or 80 per cent of the aggregate of all 
deposits shown in the Canadian bank returns represent in reality the amount of 
loans made by the banks then outstanding. In consequence, bank deposits con- 
sist largely of eredit money which has been created by the banks.’’—A. Who said 
that? 

Q. The Secretary of State?—A. Very interesting. 

Q. Do you approve of that statement?—-A. No. I have repeatedly said that 
we lend only the money we have on deposit. 

Q. You would also disagree with the statement of J. Maynard Keynes, the 
world famous economist, when he said that no doubt all deposits are created by 
the banks?—A. I would certainly disagree with him. 

@. And lastly, I would like to quote from the Encyclopedia Britannica 
14th Edition, under the heading “Banking and Credit” in which it says, “Banks 
create credit. It is a mistake to suppose that bank credit is created to any 
important extent by the payment of money to the banks (1.e. deposits). A loan 
made by the bank is a clear addition to the amount of money in the community.” 
—A. That is one man’s opinion. You would probably be surprised to learn that 
I helped to prepare something for the Encyclopedia Britannica. 

Q. It wasn’t for this edition, however?—A. It did not happen to be that one. 

Q. I thank the witness for doing the best he could to answer my questions? 
—A. Thank you. 


By Mr. Power: 


Q. Mr. Dodds, to return to the consideration of the particular item of the 
motion which is the inquiry as to the general policies adopted by chartered banks 
to combat the effects of the depression, and to what extent the said banks are 
responsible for the drastic deflation from which the country suffered and is still 
suffering. I should like to inquire as to whether or not the banks were respons- 
ible. So that we will not misunderstand each other I just want to put plainly 
what I am inquiring about. There has been a general complaint throughout the 
country that owing to the policies of the banks during the period of depression, 
the calling in of loans and so on, that they assisted in the depression, accelerated 
the depression rather than otherwise. Now, having due regard to your primary 
obligations towards your depositors, the questions I wish to ask are on more or 
less concrete subjects to find out, for my own information, whether or not there is 
anything in that accusation. I think that is a fair way of putting it?—A. If I 
remember rightly I did not have the pleasure of seeing you here when I went 
into that at great length. That is what the whole of my opening statement was 
upon, and I emphatically denied that banks were responsible for the trouble. 

Q. I quite understand that. 


The CHAIRMAN: Plead not guilty. 


By Mr. Power: 


Q. No. I will say this much, I have been seventeen years in this House and 
I have never yet been accused of having read Hansard or any report— —A. I 
will be very glad to give you a copy. 

Q. Or even my own speeches. Let us start with the stock market crash in 
1929, October, 1929. Sometime after the crash, I think it was, probably, in 
1931, the firm of McDougall and Cowan smashed in Montreal. I think it was in 
1931, October, 1931.—A. I think that is right. 

Q. I think it was about that time that stocks on the Montreal stock exchange 
were pegged?—A. I think it was in the fall. 
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(Q), When were the stocks pegged? I am under the impression it was 
about the time when McDougall and Cowan failed. 
Mr. Tomrxins (Inspector General of Banks): It was the time England 


went off the gold basis, September 21st or thereabouts. 


By Mr. Power: 


Q. It was at that time stocks were pegged on the Montreal stock market, 
and I assume also on the Toronto stock market, though I have no knowledge. 
Was that done after consultation with the banks?—A. I believe, if my recol- 
lection serves me rightly, and I think I am right in this—the president of 
the stock exchange did come around to the bank, and my recollection is that 
he was told they would have to make their own decision. 

Q. Was not there some kind of understanding which is known in the 
trade as the “Luther Agreement” or the “Luther Understanding” made 
between the banks in Montreal and Mr. Luther, at that time president of 
the stock exchange, to the effect that stocks would be pegged and _ held. 
Brokers would be allowed to hold them as collateral at the price on the market? 
—A. I think what we said was every bank would have to look after its own 
customers in the matter; and, as far as we were concerned—I am speaking of 
the Bank of Montreal at the moment—we have always endeavoured to carry 
our customers along and save them from any serious catastrophe, and we were 
not going to change our policy, but that in cases where we could we would im- 
prove our security position and endeavour to get further security; but in a gen- 
eral kind of way, without coming under a definite commitment, that we would 
carry stocks in the meantime. 

Q. Based on the pegged price, you would carry the stocks?—A. No, we 
would carry along on the basis that we had the loans. In some cases we might 
have, say, 50 per cent margin, and in other cases we might have a 25 per cent 
margin. We were not going to carry an account, let us say, just on the basis 
of the pegged price. 

Q. I will give you a concrete example. A man bought 100 shares of 
Dominion Bridge. It was pegged at that time at 27, and giving as security, 
say, a Dominion government bond worth $1,000. That was considered sufficient 
security at that time, say, 30 per cent. Taking the bond—I suppose a bond 
worth $100—the collateral value would be about $80. Did you carry the broker 
then, or would you carry the broker on that basis? A. If a broker came around 
for fresh loans at that time I do not think we would make fresh loans of that 
nature. If we had the loan on our books we would endeavour to carry him 
along; but to take a new obligation on the basis of the pegged price we would 
probably decline. 

Q. That is to say that, if the broker wanted to deal with you, you would 
probably ask him for $1,500 worth of bonds?—A, At that time—I am not just 
clear as to this—but I shall have to refer to the figures I have given—but at 
that time we were not increasing our brokerage loans. As I said we started in 
1927 to realize that the thing had gone far enough. When it got to the time 
that stocks were crashing down we just endeavoured to steady the position. 
We endeavoured to avoid getting into a worse position. 

Q. There is no truth in the statement that the banks entered into some 
undertaking, or gentlemen’s agreement, with the stock exchange whereby the 
pegged prices were to be maintained afterwards; and this is the accusation, 
that afterwards the banks, on their own account, sold on the street, or between 
themselves, at prices much lower than the pegged price, and so broke the market 
and lowered the value of securities considerably throughout the country?—A. 
Oh, no. 

Q. You do not agree with that statement?—A. No. 
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Q. Is there any truth in it at all?—A. No, the position is exactly as I have 
explained it. : ! 

Q. I would like a fair answer to my question?—A. I am trying to give you 
a fair answer. 

Q. This is not an hypothetical question, this is a statement commonly made 
in public. It is a statement which may, or may not, be true, and it is part of 
our duty, I think, to inquire into it, and that is why I am asking the question. 
I would honestly like to get the bankers’ view as to whether in it there is any 
truth. If there is no truth in the statement it will be broadcast?—A. We simply 
earried along our customers on the basis I have told you, and we endeavoured 
to get security and so on. I have no knowledge myself of our going out and 
slaughtering the stocks or doing anything like that. We carried our customers 
along. 

Q. Do you think any banks did that?—A. Not to my knowledge. 

Q. Is it not a fact that some time around 1931, or 1932, at a meeting 
of the Bankers’ Association, a very prominent banker, whom I will not name 
but whom I shall call later, expostulated with his colleagues for having done 
that same thing, sold stocks below the pegged market price. Have you any 
knowledge of any such meeting being held or any such discussion?—A. What 
date was that? 

Q. It would be some time after the pegging of prices, and after this so-called 
arrangement with the stock market?—A. I do not remember a meeting where 
that happened. 

Q. You do not remember a meeting where that happened?—A. No. 


The CuHatrman: Mr. Power, may I suggest that you be more specific if 
you can, because it is only fair to the witness that it should be called to his 
memory. 


Mr. Power: There is a certain amount of evidence in all this which I 
have obtained which is of a purely personal character and which I cannot 
divulge, and I may not be able to go any further. I may have to obtain 
the permission of the person who told me. 

The CuHatrMAN: I mean as to indicate this. 


The Wirness: I understand you are going to ask the gentleman who is 
supposed to have said it. Would not that be the best way? 


By Mr. Power: 


Q. I am hoping to be able to get him. In any case, as far as you know, 
there is no truth in either the accusation or the statement which I now make 
that a certain prominent banker expostulated with his colleagues on this prac- 
tice?—A. No. I have no recollection of it. 

Q. Now, let me ask you another question which is, perhaps, more theo- 
retical. When you felt called upon to call your loans to certain clients, small 
or big— largely smaller—and those loans were supported by collateral security, 
bonds, ete— —A. One minute, Mr. Power. Calling loans. Are you speaking 
about stock exchange loans? 

Q. Stock exchange loans or, even, business loans, let us say that are sup- 
ported or backed by bonds, securities of some kind—when you felt called upon 
to call in a man’s loan, and the result of which was he was forced to sell?—A. 
I do not remember actually calling loans. 

Q. You do not remember actually calling loans?—A. No. As I explained, 
I told our managers that the thing had gone far enough, that they were en- 
croaching on money required for ordinary commercial business and we wanted 
to see a gradual reduction. I imagine, without actually calling them, the reduc- 
tion gradually came about; but to call and sell people out, brokers out, I do 


not remember doing that. 
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Q. Well then, suppose we take common ordinary lawyers like myself who 
have say a two thousand dollar loan and had three thousand dollars collateral. 
ae I would not call them common or ordinary lawyers, but a lawyer if you 
ike. 

Q. Well, would you force me to pay you, would you call my loan and force 
me to pay you off?—A. If I had an arrangement with you that I would lend 
the money, and you were to maintain a certain margin, and as the margin 
became lower, gradually began to disappear and, as I say, my arrangement 
with you is that you will carry a sufficient margin and I will carry your loan, 
you are speculating in the stock, you are not keeping your margin up, then 
I would say to you you must find the necessary margin. It is obviously the 
only thing for you to do to sell something. 

Q. Would you sell or just naturally foree—- —A. Not naturally at all. 
We do not sell out in every case. In many cases, as I have explained before 
we did not call; we carried them along; we carried very many of our customers. 

Q. May I ask you why you carried them along?—-A. Because we believed 
that they would repay us in time and we thought that things would come 
around again. 

Q. It is not fair to say that in most cases you carried them along because 
you did not want to depress securities?—A. It is absolutely incorrect to 
suggest that we were interested in any of these securities; we were not. We 
have not a large holding of securities other than bonds, short term bonds, 

Q. You had securities held as collateral, had you not?—A. Yes. 

Q. And if you called in the loan of a customer who had Dominion govern- 
ment bonds would it not have the effect of depressing other customer accounts 
and forcing them to put up more margin?—A. Not necessarily. For instance, 
a customer might be selling bonds and if I had the money, I might be buying 
bonds. 

Q. I am not saying you did it.- I am asking you as to the general effect. 
I know you bought bonds, you loaded up with bonds; that is one of the troubles 
of the banks.—A. That has not been an altogether bad thing for the country. 

Q. Possibly not, but is it not a fact that by selling out one customer you 
depress one customer who holds securities and thereby depress the securities of 
the other?—-A. Obviously if many have to sell at any time it has a cumulative 
effect; if a lot of people are selling and putting down the price, there is no 
getting away from that. 

Q. That is all I want to get at, in so far as securities are concerned. Now 
then, let us come to a commodity—lumber. You must have had lumber accounts, 
I assume?—A. Yes, I have heard of the business .all right. 

Q. Well, as I remember, in 1929 when business was not good, is was not 
good in 1930 but had started to go bad, and in 1931 it was very bad, and in 
1932 well, it was hopeless. Now, I put it to you—and I am speaking of all the 
banks not only of the Bank of Montreal—_A. Well, it is pretty hard for me to 
answer for all the banks, is it not? 

Q. Well, in 1931, generally speaking was it not found that there had been 
an over production of lumber and there had been less sales because building 
trades were not being carried on, and one thing and another, and lumbermen 
holding large stocks of lumber, at least the banks holding large stocks of lumber 
under Section 88 forced these lumbermen to put their stocks on the market, is 
that so?—A. I do not think that you can exactly say that they forced them to 
put them on the market. I think that they showed them that if they stayed in the 
position they were in and lumber went down as it was likely to do with the 
mew wood coming in, and one thing and another, the price would be much 
worse and probably the man who sold in the earlier stages on the suggestion 
of the bank was in the end better off. 
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Q. I think perhaps you are right, but when you come to 1931 and 1932, 
during which years I understand the policy of the banks generally was not to 
encourage any further production, that is to say, they would not loan lumber- 
men generally any further funds for wood operations in the winter of 1931 and 
1932; I think you will agree with me that that was the policy pretty well?— 
A. I know we did furnish funds for lumber operations in 1931 and 1932. 

Q. I know you did furnish some but you discouraged production?—A. There 
were a good many lumbermen who by that time were pretty nearly broke. 

Q. Absolutely hopelessly broke. You were probably right in refusing to 
advance money to a company to go in and produce any large stocks of lumber 
during the winter of 1931 and 1932, and I think you did that, did you not?— 
A. As I gay, we did finance some. Others who were not in the position to borrow 
did not get the same amount of money perhaps as they had in the past. 

Q. Well, I am saying this in commendation of the stand taken by the 
bankers, that they did not advance further moneys in those winters because 
there was an already over-production, an over-hang on the market, but then 
when we come to the remaining stages, say in 1932 and 1933, will you agree 
with me that there was a very narrow market, hardly any consumption?— 
A. The export market had gone, of course, and there was a very narrow market, 
and also a lot of stocks, although by that time they were cutting down the 
stocks. However, you live in Quebee and you probably know more about it 
than I do. 

Q. It is not that, but what I am getting at is this: You very properly 
refused to advance more money for further production of a commodity which 
was already a drug on the market, and I would like to ask you whether you 
continued to force the sale of that commodity which was by this time a drug 
on the market?—A. I think in some cases—without using the word ‘“‘force’— 

Q. You advised your clients?—-A. —we suggested that it was desirable for 
them to make what sales they could as it seemed probable that they would be 
able to produce lumber cheaper and better results would be achieved in that 
way than if they kept it and paid interest and all other charges. 

Q. I was asking you as to the effect of that policy, which I do not say the 
Bank of Montreal followed any more than any other bank. In fact, I agree with 
you the Bank of Montreal was very generous to the lumber trade, but was not 
the result of that policy of suggesting to them that they had better unload all 
their stocks that the market kept being further and further depressed during the 
years 1931 and 1932?—A. There is no doubt there were distress sales of lumber. 

Q. And there were liquidators and others who got hold of lumber and sold 
out?—A. But that was not the fault of the banks. 

Q. Well, it may be an incident in the lumber business, but as I have known 
it since childhood, they were always in the hands of the banks, and I can imagine 
no other factor selling them out except the banks, and if the banks did suggest 
that these stocks should be lowered then it had the effect of lowering the price of 
the commodity generally?—A. As I said, whenever a lot of people sell, prices go 
down, that is a fact. Each separate case has to be dealt with on its merits, and, 
In some cases, it was better for them to take the price at the time than take a 
lower price later on. In the course of events it is true to say that perhaps, in 
po cases, it forced down the price, or rather the price of some lumber went 
own. 

Q. That is to say, if a fairly large holder was obliged to sell his stocks of 
lumber, did it not have the effect of lowering the entire market?—A. Well, is not 
that always the way, if one man will sell a thing for $5 then other people have 
either got to sell for $5 or not sell at all. 

Q. Do you not think it would have been in the interests of the banks to have 
got together and endeavoured—not only in the interests of the banks but the 
public—in some way to agree that the market could have been supported instead 
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of further depressed by these banking operations?—A. No. The banks were, as 
you said, very generous with their customers in the lumber business and did the 
best they could to carry them through, but to say that this stock, or that stock, or 
ay other stocks should not be sold, well it reminds me somewhat of the wheat 
pool. 

Q. Why did you not support the lumber market as you supported the wheat 
market?—A. I did not support the wheat market and the banks did not support 
the wheat market. 

Q. The next question I am going to turn to is the question of finance. Was 
there any uniform policy between the banks who had interests in the Eastern 
Provinces—I am not speaking of British Columbia now but of Quebec, New 
Brunswick and Nova Scotia—in dealing with this lumber situation which 
admittedly must have been an important one for the banks because they must 
have had large sums of money involved in the lumber industry?—A. There was 
no concerted action as I said in my original statement. The banks endeavour 
to help their customers in troublesome times. 

Q. Yes, that is all right, but there was no meeting or gentleman’s agreement, 
or plans for concerted action?—-A. No, there was none whatever as far as I know. 

Q. No co-ordinated policy as between the banks?—A. No. 

Q. Do you not think it would have been a good thing if there had been?— 
A. No, I do not think so. I think each individual case ought to be dealt with on 
its merits. 

Q. In spite of the fact that you know—as I do—that the sale by one bank, 
or at least the forced sale by one bank decreased the value of the holdings of 
another?—A. Yes. : 

Q. I am speaking only now in the interests of the banks—A. Of course, if 
the market had improved the sales could have been made without depressing 
prices. The market has improved and these sales are going on, and they are 
getting increased prices. The banks are still suggesting that this lumber shall be 
sold but it is being sold at higher prices. 

Q. It is to your knowledge then that eventually at least a certain number 
of the banks supported some of their clients and they formed an organization 
whereby the price was kept up; that is to your knowledge is it not?—A. No, it 
is not. 

The Cuamrman: Was not that in the later stages, Mr. Power, of the liquida- 
tion? 

Mr. Power: Yes, yes. I say “eventually”; I mentioned the word “event- 
ually”. 
The Witness: Well, that is not within my knowledge; it may have hap- 
pended. 

By Mr. Power: 

Q. I am giving you credit by saying that your bank was one of the strongest 
supporters of the arrangement.—A. I am sorry to say that I cannot recall. 

The CuatrMan: I do not think the banks had anything to do with that; that 
was between the manufacturers themselves. 

Mr. Power: My understanding of it was this, that up to a certain point the 
banks liquidated those stocks and they came to the conclusion that they would 
support some kind of an organization of producers, to see to it that these 
producers, a certain number of them, were not called upon to sacrifice any 
lumber. 

The Carman: My understanding is that the producers themselves got 
together. 

Mr. Power: Yes, of course. 

The CHatrman: Without the intervention of the banks. 

The Wrirnesss: Mr. Power, I assure you this is news to me; J have not heard 
ot this before. 
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By Mr. Power: 


Q. As the Chairman says, the producers themselves got together and arranged 
that there would be no more depressing of prices, but before getting together 
each and every individual one had to go to his bank to get its permission and 
the bank stand behind it, is that not so?—A. I do not recall that, Mr. Power; 
but I might say if I had known that they were getting together like that I 
would have tried to help it out, I think. 

Q. I do not know that there is anything further that I can ask you on the 
lumber situation; apparently you know it better than I do, but I did think that 
you would make a statement that the needless calling of loans brought about a 
sacrifice and a depression of prices?—A. No, I will not agree with any needless 
calling of loans, Mr. Power. 

Q. Well, I will modify my statement, that the calling of loans brought 
about a sale of lumber at sacrifice prices —A. No. 

Q. I am not saying by your bank—A. I do not know that there was 
actually calling of loans either. As I said before, people with a large inventory, 
and wages having gone down and so on, and costs having gone down, in many 
cases a man who sold in the earlier days of the depression perhaps on the 
suggestion of his banker, probably was better off, but that the loan was actually 
called in I do not think so. 


Mr. Bowman: I do not know, Mr. Chairman, whether the few questions 
that I want to ask Mr. Dodds come under this particular phase of the inquiry. 
I want to cover the question of municipal credits since 1930, or 1931, and I do 
not know that that comes under this heading or not. However, I will ask a 
question or two and if it does not then I will defer it. 


By Mr. Bowman: 

Q. What rates of interest have municipalities in the east generally, and 
municipalities in the west been charged, say since 1929?—A. Well, I will have 
to turn that up because there have been changes in the rate? 

Q. You could let us have that information later?—A. Yes, Mr. Bowman. 

Q. You would not care to give any information then on that point, Mr. 
Dodds, at the present time, but would prefer to give it later?—A. It will not 
take long to find it. 

Q. I want to find out what the comparison was between the rates of interest 
charged municipalities generally, rural municipalities, in eastern Canada, and 
those municipalities in western Canada?—A. You want to prove the old story 
that the rate is higher in the West than in the East, is that the point? 

Q. If that is the way you want to put it, yes—A. Is that what you want to 
find out? 

Q. Yes, that is what I would like to find out.—A. Well, the rates in the 
West are, generally speaking, a little higher than in the East because the cost 
of doing business is greater; that is the answer to that. 

Q. Well, to what extent are they higher?—A. Well, that I would have to 
turn up, but I would say a half or one per cent or something like that in a 
general kind of way. 

Q. After the break did municipal rates go up somewhat for the first year 
or two and then come down again?—A. I do not think rates for the ordinary 
advances against taxes went up; they certainly came down later, because we 
gave all municipalities, cities and Provinces the benefit of the reduction in the 
rate allowed on deposits. 

Q. Would you be good enough later on, Mr. Dodds, to let me have some 
information on that point?—A. I think it is all in the MacMillan report. 

Q. I hardly think it is all there; there may be some?—A. In the MacMillan 
report, page 75, section 262: 

The rates on loans are based on the interest paid on deposit, plus 
the cost of operation, plus the cost of the risk involved. All three ele- 
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ments must be taken into account, hence the difference between one 
region and another, and between one customer or class of customers and 
another. 


Q. As a matter of fact, that is just a general statement?—A. Well, it has 
to be a general statement because of the conditions that are stated there. 

Q. Which might apply to all municipalities?—A. I will find out for you, 
Mr. Bowman, what the rates are. What years do you want this for? 

Q. 1930, 1931, 1932 and 1933.—A. All right. 

Q. Then one of the main complaints I might say, Mr. Dodds, in the West 
during the last two or three years is that in connection with advances on binder 
twine?—A. Yes? 

Q. I know, for instance, in the northern part of the Province of Manitoba 
where IJ live a farmer has been complaining very bitterly during the last two or 
three years due to the fact that he could not get advances from the banks for the 
purchase of binder twine?—A. No. 

Q. Would there be any reason why the banks should adopt a general policy 
of that kind?—A. The banks have not adopted a general policy of that kind, 
and anybody who ever said so is making a misstatement. The banks have no 
such policy. The banks have every desire to facilitate the harvesting of the 
crop and so on, but there are a great many farmers, Mr. Bowman, as you 
know, who have got into such a position where their taxes are behind and 
everything else, and on top of that there is all this legislation which has been 
introduced in the Provincial Houses which has made it almost impossible for 
a bank to lend money. There is a list of things that come ahead of the bank 
making it practically prohibitive for the bank to provide the money for the 
binder twine for taking off the crop. There are six or ten previous liens that 
come in ahead of the bank. 

Q. Yes, I will admit that, although possibly it is not as bad in Manitoba 
as in some of the other Provinces. In my own district during 1932, particularly, 
and 1931, perhaps to a limited extent, and in 1933, there were very bitter com- 
plaints from many farmers who, I personally know, were good for credit but 
who could not get an advance from the bank to purchase binder twine?—A. My 
experience, Mr. Bowman, has been that the man who hike yourself, or somebody 
outside who says that the man is good for credit, is not always in a position 
to judge. I can assure you as far as we are concerned—and I think this applies 
to all the banks—it has always been our endeavour to help in these matters 
but we cannot do the impossible. We cannot lend money where there is a 
undue risk of not getting it back, and in an endeavour to be kind to the farmers 
the Provincial legislators in many cases have been exactly the reverse. The 
banks do not go and sell out every farmer immediately he cannot pay. There 
are very many of them who are being carried and have pyramided loans in 
very many cases, but 1f somebody comes along and says you shall not or you 
must not, or if you are going to put some commission over the heads of judges, 
above the judges of the Provinces and all the machinery built up during 
centuries for the administration of the law, if they are going to do that and 
say you shall not do this and must not do that and you cannot collect this 
loan then obviously that spoils the credit of the farmer. 

Q. That is generally speaking, Mr. Dodds, the case?—A. That is generally 
speaking; I am afraid it is all over the place. 

@. I am referring to this one item—A. It does not matter what the item 
is, whether it is for putting the crop in or taking it off, it does not make any 
difference, if we are to have somebody come along and say we cannot get the 
money that we have loaned for providing binder twine for taking off the crop, 
you cannot sue the farmer although he has got the crop, and that somebody 
else can come in and take it then obviously the banks cannot Jend the money, 
Mr. Bowman. 
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Q. That confirms what I say, that you do not lend the money?—A. I say 
on the contrary that we lend it in innumerable cases, but I say that there are 
cases in which it is impossible to lend the money. 

Q. What you say is, that because of these restrictive acts, that is, restricting 
the right of the creditor to recover from the debtor, the bank has not adopted as 
wide a policy of credit as they might otherwise have?—A. It is our desire in all 
these districts to encourage and get the district gomg; that is what the bank 
is there for. Unless the districts are prosperous we cannot be prosperous. 
Obviously we would lend the money if we could. There is not a manager in 
the country that does not want to get the benefit of the rate that he will get 
from the customer as compared with the rate he will get from head office for 
the money that he lends to head office. If a manager has surplus deposits 
at a branch he gets a certain rate of interest from head office for the money 
which is much lower than he would get if he loaned the money, and he would 
much rather lend it as his whole future depends on his success in running the 
branch. It comes down to this: A manager will say, can I lend that man the 
money and get it back? If the answer is that there is a grave doubt as to his 
getting it back he will not lend the money; neither would you or anybody else. 

Q. If Section 88 of the Bank Act were amended to cover binder twine, 
would that help?—A. I think if Section 88 were amended so that there would 
be no liens ahead of binder twine, say, obviously it would make it easier to that 
extent, to assist somebody. Just how far that would go I would not like to 
say, but that would be an important thing. 

Q. The reason I ask that question is that one of the members—I think 
Mr. Perley—has made a suggestion to the effect that the section be amended 
in this respect?—A. Well, it all depends. I am not a lawyer; there are lots 
of you here who could say whether that would come ahead of all these other 
liens or not. If it would not, of course, it would not be much good; but if it 
would why it would help. 

Q. But generally what you say is, that the banks have not loaned the 
individual in accordance with whether or not he would be a safe risk; if he were 
a safe risk he would get the money?—A. Yes, Mr. Bowman. For your infor- 
mation, I might say that we have written to our managers and encouraged them, 
and told them wherever it could be done on a proper basis to do it. We want to 
do it; we want to help the farmer. We could not stay in any district unless the 
district.prospers. It is so obvious that people will realize we want to help them. 

Q. I bring the question up because in my own part of the province of 
Manitoba, as you are aware, the farmer cannot get the binder twine without 
paying cash for it, and I know in many cases the banks have refused to accom- 
modate him.—A. I can quite understand some managers refusing to make some 
advances. No doubt our.own people have done it but only for the reasons 
I have stated. i 

.Q. And you are of the opinion that if the Act were amended it would make 
it easier for the bank to make an advance?—A. Assuming it would come ahead 
of these liens, and assuming that the man who is going to borrow the money 
had the first essential—character. 


By Hon. Mr. Mackenzie (Vancouver Centre): 


Q. Is there a general policy on the part of the banks as to the amount of 
discretion allowed local managers, say in western Canada?—A. There is no 
general policy, in fact it changes with the manager. When a manager goes 
to a new branch we write to that branch and we say “so and so has been 
appointed manager and that his discretion is so much.” In passing, I might 
say that if you have a manager with some experience, an older and more 
experienced man, you would increase the amount without hurting the feelings 
of the other man. 
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Q. So in each locality your local man has a specific authority for a specific 
amount?—A. Yes. 

Q. And it is not the same amount in each case?—A. That is right. 

Q. And does the same thing apply to the cancelling of loans, or would he 
have to consult head office with regard to the general policy?—A. I have for- 
gotten the figures, but I think it is over 90 per cent of all the loans in western 
Canada are dealt with in western Canada. 

Q. But there is no general policy laid down by head office in regard to 
instructing a local manager in regard to either granting a loan or cancelling? 
—-A. You see, you could not do it, it is too big a thing to do all that from 
headquarters. Those things are dealt with by the people who are out in the 
West. The general policy is to assist trade and commerce, and industry and so 
on, and that is left to them. 

Q. After 1929 when the financial collapse came, was there any general 
policy on the part of the bank, or instructions to local bank managers in regard 
to what should be done for calling in loans or the curtailment of credit? 
—A. No. 

Q. Do you mean to tell me, that after the crash came in 1929 local 
managers were given what you might call individual discretion?—A. They had 
exactly the same discretion. 

@. Yes, but when securities went down in value what was the position, 
were there any general instructions issued to the local managers as to what 
policy should be pursued?—-A. No. Our policy is and always has been that 
we want to help the farmer. 

Q. I know, but my point is this, that after the inflation period was over 
and after the financial collapse came in 1929, was there a general letter of 
instructions, or a general policy issued to the local managers of the banks by the 
various head offices in regard to what should be done as far as curtailment 
of credit was concerned, or the calling in of loans, or the reassessment of the 
value of securities?—A. No, there were no general instructions of that kind. 
The kind of instructions we gave with regard to the farming community, were 
that we wanted to help keep the men on the land. 

Q. We will admit that, but let us forget the farmer and the farming 
community, let us go to British Columbia. Were there any general instructions 
such as I have referred to sent to the local managers?—A. No. 

Q. The situation was left entirely to the discretion of the local managers? 
—A. According to their limits, I mean the discretion he is allowed in making 
loans for ordinary business purposes, if he thinks the loan is safe. 

Q. That is for the making of loans?—A. That is the same thing, it is all 
the one thing. 

Q. And when the securities went down in value?—A. If a man is borrow- 
ing against securities and the arrangement was that there was to be a 25 per 
cent margin, as I frankly stated if the margin was disappearing, not being kept 
up, if you cannot keep the margin you have to sell some of your stocks. 

Q. Before the collapse came did head office advise the purchase of certain 
investments by their clients?—A. No. 

Q. Did any subsidiaries, or affiliate institutions of the banks, ever advise 
clients to purchase certain investments?—A. We have no such company. 

Q. Well then, if I produce evidence in regard to a certain case where that 
advice was given, a case in the Okanagan in British Columbia would you be 
surprised?—A. Well, all I would say is that whoever gave the advice gave it 
contrary to instructions. We do not give advice on buying securities. 

Q. So you have no intention whatsoever of competing with these investment 
houses?—A. No. 

Q. My question is, was there ever at any time to your knowledge a policy 
on behalf of your bank in regard to advising clients of any branches as to the 
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purchase of a certain kind of investment?—-A. Our people are told not to recom- 
mend, and if anybody did it, then he did it on his own responsibility and he 
had no business to do it. 

Q. I am very glad to hear that, and if it was done it was done against the 
general policy of the bank?—A. Absolutely. 

Q. Then if these investments were purchased, as I suggest to you there 
is evidence of in a case which I will gladly send to you, by a certain employee 
of the bank, when conditions became depressed and the loan was not so secure, 
the method of dealing with that loan then would be left to the discretion of 
your local manager?—A. Probably in a case like that we would not know 
about it. 

Q. So when we have the general impression prevailing that there was a 
tremendous curtailment of credit due to the deliberate financial policy of the 
bank, that was entirely dealt with by the local manager and not as a result 
of the general policy of the bank or banks?—A. It was not the general policy 
of the banks. I would hke to quote from page 77 of the MacMillan report, 
section 273:— 


The banks have been most emphatic in denying these charges, and 
have submitted that their boards were as far as possible representative 
of the entire country, or at least of such parts of the country as pro- 
vided a sufficient volume of business. The banks submit that for ad- 
ministrative purposes the branches are grouped into districts, generally 
by provinces, under the charge of a supervisor with authority to deal 
with all credits up to, say, $25,000. At certain points where banks have 
committees of directors, the limit is still larger. We received evidence 
to the effect that, in the case of one bank having its head office in Mont- 
real, out of thousands of loans made in the three prairie provinces 99-64 
per cent were granted before reference to head office; whilst another bank 
reported that 88-32 per cent of its loans in Alberta had been dealt with 
by the branch managers directly, that 16-47 per cent had been referred to 
the Calgary superintendent, leaving 1-21 per cent for Se by the 
assistant general manager in Winnipeg, and out of this 1-21 per cent 
only -605 per cent had been submitted to head office. 


Q. That is for the issue of loans, Mr. Dodds?—A. Well, they deal with it 
just the same, they look after them. 

Q. Does the same policy apply to the curtailment of credit?—A. I do not 
lke the words “ curtailment of credit.” 

Q. Calling in of loans then?—A. No, I do not like “calling in of loans,” 
because that is not what happened. 

Q. Peaceful persuasion?—A. No, I won’t accept “‘ peaceful persuasion ” nor 
any of these sugestions. I have explained very carefully, and tried to explain 
just what our policy is and just how we handle these things. As I said before, 
if a new man suddenly finds himself with a loan that he has made within his 
own discretionary limits and things are going wrong, I will admit, if that will 
help anybody, that that young man might sometimes do things that we would 
not approve of. I will admit just in the same way as in the case I spoke of 
just now, that it is quite possible that a new man or a young man did advise 
somebody, but it was done on his own responsibility and the bank would dis- 
approve of it. I am certain it would. 

Q. The reason I raise the question is this that in the West particularly it 
is the general impression prevailing that there is no discretion whatsoever left 
to the local manager?—A. It is just absolutely bunkum. 

Q. It is very good to have it cleared up because that is the general im- 
pression.—A. It is too absurd for anything. 
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Q. Has the policy been the same for the last several years?—A. That was 
the policy long before I got out to the West. All the time I was out West that 
very same thing applied to me. Of course, if it was a very big loan I had to 
refer it to my superiors. 

Q. I did not happen to be in when Mr. Coote was asking you in regard to 
the $35,000,000 loan. Would you be good enough to explain the details of that 
transaction? Mr. Coote asked the question: — 

2. My first question is directed to the $35,000,000 loan that the 
government got from the banks, perhaps a year ago. I understand that 
the banks at the same time agreed to borrow from the government 
$35,000,000 under the Finance Act?—A. Yes. 


Would you be good enough to explain in your own way how that trans- 
action took place between the government and the banks?—A. I do not think 
I can add much to what I said before, but my recollection is that we happened 
to be in Ottawa on some matter and the Prime Minister said that he was 
proposing that he should issue treasury bills, I think it must be two years, and 
he wished the banks to borrow under the Finance Act an equivalent amount. 
I was asked at the time, if I remember rightly, why it was done, and I said 
that I could not say just why it was done but that I assumed the Prime Min- 
ister wanted to try it on the dog and see what would happen. 


By Mr. Coote: 

Q. I wish Mr. Dodds would tell us who he refers to in this case as the 
dog?—A. I am one of the dogs in this case, I am a taxpayer. 

Mr. Coote: There was one question in connection with binder twine—loans 
for binder twine now given a preferred position in Alberta. 

The CHatirMAN: That is a matter of law, is it not? 

The Wirness: I could not answer. I could find out. May I just say, 
Mr. Mackenzie—I would like to make this clear—we were advising the pur- 
chase of Dominion and possibly Provincial bonds if the customer made up his 
mind to invest, but we were not recommending stocks. J should make that 
clear, because we did recommend Dominion of Canada bonds. 


By Hon. Mr. Mackenzie: 

Q. I was talking about these bond issues?—A. Dominion of Canada bonds 
only. 

Q. Only Dominion of Canada bonds?—A. Yes. 

Q. Did you say Provincial as well as Dominion of Canada?—A. In some 
cases. 

Q. But does it say other valuable securities there?—A. No, it does not, I 
quote Falconbridge on Banking, 4th Edition, page 58:— 

In ordinary circumstances it is not within the scope of a branch 
manager’s authority to give advice as to investments and the bank is 
not liable for neglgence in connection with the giving of such advice 
(Banbury v. Bank of Montreal, 1918, A.C. 626, 44 D.L.R. 234). 


By Mr. Spencer: 

Q. I would like to ask a question in regard to binder twine. In regard to 
some questions asked by Mr. Bowman, I think the witness said the bankers 
wanted to facilitate taking in the crop, and, later, if the risk was safe the 
farmers would get the money. Is it not a fact that for, at least, one if not 
two years the banks of Canada refused to advance money for binder twine in 
the province of Manitoba without the backing of the Provincial government? 
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—A. I have said pretty clearly that where a man was entitled to credit he 
would get it. There are cases where we have had the province of Alberta 
guarantee at certain points, but there are hundreds of cases where we have not 
had any guarantee; and it is not a fact that the banks have refused to loan 
money for binder twine. 

Q. May I ask what was the order, because I knew a very large number 
of people, very old settlers and were once perfectly good risks who were all 
lumped in the same category in regard to not getting money for binder twine 
unless they came under the government guarantee?—A. I assure you that the - 
policy is as I have stated. If you have any specific cases to the contrary I 
will be glad to look into them. 


By Mr. Perley (Qu’Appelle): 

Q. Just to follow up this binder twine question. Two reeves of different 
municipalities, while I was home, called on me, and this was one of the griev- 
ances they had to make: they were forced to finance the farmers last year and 
in 1932 as well, with respect to binder twine. I have a statement from the reeve 
of municipality 156, in which he stated that they had to advance $6,000 on binder 
twine, in 1932, and practically the same, in 1933. Now, that would cover prac- 
tically 75 or 80 families at least. The average bill for binder twine, in that 
municipality, last year, would be about $60, or $70. At least, that would harvest 
about 10,000 bushels of crop. Now, I might say that both of these reeves com- 
plained very bitterly about this, and that this spring again they are forced to 
advance money for repairs in order to put in the crop. You spoke further with 
respect to proposed legislation, or legislation that was being put through by the 
different provincial governments. Has not that legislation been introduced since 
1930?—A. Of course, there has been legislation piling up for—look at the months 
that these parliaments sit in the west. What do you think they do all the time? 
Half of the time is taken up— 

Q. Were not many of those liens prior to 1930? Seed grain liens and such 
like have always been there?—-A. Some of them. I did not refer to those. I 
referred to the new ones. Even the press in Saskatchewan is holding up its arms 
in horror at what is going on. 

Q. You read this morning a press dispatch?—A. It is getting worse all the 
time. That is what I am saying, and I am trying to show that something else 
is being put in constantly. 

Q. I had one reeve in particular give me a statement of a farmer who had 
two sections of land cleared and his equipment clear and he could not get his 
twine last year?—A. Well, I wish he would go to the Bank of Montreal. Where 
is this municipality No. 156? 

Q. Indian Head municipality; and the other one is 155?—A. It is too bad 
we got out of there. 


By Mr. Duff: 
Q. I get rather jealous about all this talk about binder twine. Could I ask 
Mr. Dodds if he was ever asked by the farmers in Nova Scotia to advance money 
on lobster traps?—A. No. 


By Mr. Lawson: 

Q. Would you be good enough to revert to the question of loans to lumber 
companies, dealt with by Mr. Power. Assuming that the bank require a pay- 
ment, or partial payment, of its loan and as the result of that lumber companies 
were compelled to liquidate some of their lumber on a falling market, was not the 
bank’s only alternative to that position to create a frozen asset out of a current 
asset?—-A. I think you would make a pretty good banker. 
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Q. In that case I would like to carry you one step further. The bank, I 
presume, cannot meet the local demands of its depositors out of frozen assets?— 
A. I do not know anything more difficult to do. 

Q. And obviously, therefore, the bank’s choice in the final analysis is as to 
whether or not the lumber company must lose or the depositors must lose?—A. 
Yes; but, thank goodness, we have not got down quite as far as that, but in the 
final analysis that is right. 

Q. Now, I would like, Mr. Dodds, to get another thing clear in my mind. 
- If I appreciate correctly the tenor of the questions asked this morning by Mr. 
Coote and Mr. Spencer it was to show that every time a bank loaned money on 
security a new deposit was created, and, therefore, credit was extended, and it 
became a debt. It was difficult for my simple mind to comprehend. Therefore, 
I would like to take a simple, concrete instance. If “A” comes to your bank 
and borrows $1,000 and deposits with your bank securities having a market value 
of $1,000, am I correct in my conclusion that the deposit of the loan extended 
available credit $1,000, but the deposit of the security with your bank retracted 
$1,000 of available credit which was in another form?—A. I think that is a 
correct statement. 


By Mr. Vallance: 

Q. Now, Mr. Dodds, I was in the west during the last ten days, and there 
were a few questions the farmers asked me which I was unable to answer, and I 
asked some of the branch managers and they were unable to answer. I said 
that if I got back to Ottawa I would ask Mr. Dodds. Now, Mr. Lawson sug- 
gested a question that one farmer asked me. Therefore, I ask this question. I 
think he made the statement that the ability of the individual to borrow was 
determined very much by the type of branch manager he had there?—A. No. 
By the type of the branch bank manager? 

Q. Yes?—A. No. I do not think that is a fair statement. These men are 
chosen because we believe they can lend money, or we would not send them there. 

Q. Take the larger places—towns in the west of 1,800—you would send a 
little better branch manager there than you would send to a place of four or five 
hundred?—A. No. He has more people to deal with. He has a bigger business, 
probably. Obviously, he must be a man of more experience. You might put 
a man in charge of a small corner grocery store, but not in charge of Eatons 
groceteria. It is the same principle. 

Q. Take the case of a farmer operating from a small shipping point with, 
say, twenty-five residents in it and probably three or four elevators, if there 
was a bank branch there, because of the fact that they had a certain type of 
branch manager there, he would have to go to head office?—A. No, he would 
not. It would be referred to the superintendent we have in that district who 
knows the conditions. And we have records. If we have been in a place 
dating back years and years we know more about some people than other people 
imagine, and if a man has always played the game it will be on the records, 
and, if he has not, it will be there, and they might as well know it. 

@. The question I was asking is this: it was in view of the answer you 
gave to a question when you were asked what were the moneys the bank had to 
loan out of its credits, and I think you said, at one time at least, that the 
deposits were the greatest volume of money that the bank had?—A. The 
deposits are the greatest shown in the return. 

Q. That is what I am going to base this question that the farmer asked 
me upon. Suppose “A” comes into the bank and deposits $2,000; that is a 
deposit?—A. Yes. 

Q. “B” comes into the bank and borrows $2,000 for which he gives his 
note and deposits the $2,000?—A. Yes. 
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Q. Do you then show a deposit of $4,000?—A. You probably do for about 
five minutes, until he has paid all the notes he has due. 

Q. I asked one of the managers—I do not say one of yours—I asked him 
just when he balanced the notes off against the deposits. He said he didn’t 
know. When he told me that I said I would ask you. You say five minutes? 
—A. It might be less. 

Q. It would be quite proper for me to say that the answer of Mr. Dodds 
was that it would be balanced up five minutes afterwards?—A. A man generally 
does not pay the bank 7 per cent interest—I say 7 per cent because that is 
the rate now—a man does not pay a bank 7 per cent interest just for the satis- 
faction of leaving the money there. We haven’t many such customers anyway. 

Q. He does not what?—A. A man as a rule does not pay 7 per cent interest 
just for the pleasure of having the money at his credit in the bank. 


Mr. Durr: He does for the pleasure of buying an automobile. 
The Witness: They use it. It goes in no time. 


By Mr. Vallance: 


Q. It goes as a deposit?—A. The loan does not show as a deposit. When 
a man borrows $2,000, we will say it is put to his credit. He promptly sits 
down in the bank and writes cheques for all the different things he owes; and 
in my experience as a country branch manager what happened was that a 
man would come into the bank and he would take a certain amount of cash, and 
with regard to the balance, he would say, “Now, Mister, you help me to make 
out who should get a share of this money.” I would say, “You owe the bank 
such and such notes, and there are other notes for collection” and the money 
would all disappear except the little cash in his pocket. 

Q. I will see that the farmer gets your explanation. There is another 
question you brought up this afternoon as to the possibility of the bank 
manager or the bank officials going out and suggesting to certain individuals 
that they borrow money for specifie purposes—buying stock, if you like?—A. 
Buying what? 

Q. Stock or stocks. Was there ever a time in the history of Canadian 
banks within the last 15 or 20 years when the bank went out to the farmer and 
offered him credit to buy cattle?—A. Yes. I would say there was; and the 
bank that did it is no longer in existence. 

Q. Oh, no, that is not true entirely?—A. Well, very largely true, is it not? 
It might not be 100 per cent correct, but it is very largely true. 

Q. I do not know what years you were in western Canada, but I would 
like you to go back to 1917 or 1918, during the war period, when cattle rose to 
unprecedented heights. Some of us decided to get out of cattle. We sold cattle 
and many individuals on the advice of the bank thought it was a good invest- 
ment. Then they found by 1920 or 1921 that the cattle they bought were not 
worth one-third of what they paid for them. Now, from your knowledge do 
you know of the banks going and talking to a fellow who sold cattle and 
suggesting that he buy them back?—A. No, I do not. 

Q. Did you ever hear of such a practice?—-A. I have never heard of such a 
practice. I once delivered an address to young bankers in western Canada and I 
told them particularly and carefully that they should mind their own business 
about giving advice to farmers on buying cattle and so on, and that they 
should refer all these matters to agricultural colleges who had gentlemen whose 
business it was to look after that. It is not the bank’s business to give that 
advice. But I admit it did happen. I know of one particular case, because I 
had to collect the loans a few years afterwards. 
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Q. This is the last question I have to ask. I have been laying the basis for 
it. In your opinion as a banker is not the reason to-day that the average 
farmer—I say average advisedly—cannot get credit from the bank because of 
this action of the bank from 1917 to 1921?—A. No. I do not think so at all. 
I think the farmer is a pretty shrewd fellow taking him by and large, and he 
got into buying cattle and so on—and I have no desire to criticize the western 
farmer—because he was no different from all the rest of us. He spent money 
and got into debt like many other people. 

Q. And you would not say it was because of the easy credit from 1917 to 
1921 that the farmer now finds himself being pressed by the banks?—A. I used 
to hear complaints in 1917 and in 1921 although I wasn’t here—the same old 
story—the bank would not give the money for something. I think probably it 
is true. If the banks had not loaned as much money some people would be better 
off. I am free to admit that. 

Q. The farmer now finds himself in the same position as the lumberman, 
as was suggested by Mr. Power. Are you going to admit now that the banks 
are responsible for both?—A. Certainly not. 


By Mr. Irvine: 

Q. I have one question arising out of the hypothetical case put by my 
friend Mr. Lawson. May I put a question to you about borrowing. Other 
gentlemen have used “A” and “B” I want to use “C”. Here are “A”, “B” and 
“C”, “A” has $2,000 in the bank, “B” borrows $2,000. He pays a $2,000 
account to “C”, and “C” puts it back in the bank next morning. Then you have 
$4,000 on deposit?—-A. Suppose he didn’t do that. Say that he came and paid 
someone else off. 

Q. It has got to be accounted for by the bank if he paid someone else. 
You have it still in your books as a deposit?—-A. We might get our own money 
back on a loan. 

By Hon. Mr. Mackenzie: 

Q. A moment ago I was asking you about the general policy of banks as 
far as investment are concerned, and I understood you to say that the advice 
given affected only Provincial and Dominion bonds?—A. Yes. 

Q. May I refer you to an advertisement which appeared in the Financial 
Times of Montreal of September 1st 1933, offering for public subscription 
$13,500,000 of the new issue of the City of Montreal bonds in which the names 
of every one of the nine Canadian banks appeared?—-A. We offered them for sale. 
What does it say? 

Q. This evidence was given before the Macmillan Commission. Exhibit 1 
referred to the Financial Times in Montreal under date of September 1, 1933, 
offering for public subscription $13,500,000 of the new issue of City of Montreal 
bonds in which the names of every one of the nine Canadian banks appeared. 
What is the explanation of that?—-A. The explanation is that we were selling 
the bonds. You asked me if we recommended them. Does it say we recom- 
mended them? 

Q. Not in that particular case. I want to explain this to the committee. 
Exhibit No. 5, a prospectus dated June 25, 1928, with the imprint of the Canadian 
Bank of Commerce $500,000 5 per cent bonds af Panama Pacific Grain Terminals 
guaranteed by the city of Victoria, B.C.?2—A. Did they say we recommended it? 

Q. It was a prospectus?—A. Did they say we recommended it? 

Q. I assume that a prospectus recommends something?—A. No. 

Q. A prospectus recommends something to buy?—A. Captain Mackenzie, 
I da not say that we never sell bonds that come into our possession, but 
recommending them is another thing. You are asking me if we recommended it. 

Q. Would you not agree with me that if you have a million dollars of a 
particular kind of bond in your possession and you are issuing the prospectus 

{[Mr. Jackson Dodds] 


BANKING AND COMMERCE 369 


for the sale of those bonds that you are in the bond business as against other 
investment houses?—A. We are in the bond business, certainly. 

Q. In the investment business?—A. What do you mean by investment 
business? 

Q. You are in competition with the bond and investment houses?—A. All 
banks, as far as I know, as long as there have been bonds have bought and sold 
bonds. It is part of the business of bankers all over the world. 

Q. You must be when you issue a prospectus?—-A. That is not what you 
asked me. 

Q. Yes. The prospectus is issued by the bank?—A. I do not say we do 
not sell the bonds or we were not on the prospectus. You asked me, and I tried 
to answer the question you asked me—do we recommend it? 

Q. A prospectus. Exhibit 7, June 22, 1929, offering a new issue of $10,000,- 
000, Simpsons Limited, 6 per cent bonds at 100. This also, bears the imprint 
of the Canadian Bank of Commerce?—A. I do not deny it. There it is. The 
evidence is there. You asked me if we recommended them and I tell you we 
do not. 


The CuairMANn: It would be interesting to the committee Mr. Mackenzie, 
if you read that prospectus and we could see what there is in it. 

Hon. Mr. Macxenzis: It is all filed already. I will be very glad to file 
this before the committee has adjourned. 


Mr. MacMruzan: Mr. Chairman, were there other people selling these 
bonds? 


By Hon. Mr. Mackenzie: 


Q. I will now refer to the National City Company Limited. The first 
page reads as follows: 


To assist investors in placing their surplus funds securely and 
profitably at work we are setting forth briefly in this booklet the funda- 
mentals of a sound investment policy. The National City Company 
Limited, Charles E. Mitchell, president, President The National City 
Bank of New York, Norman L. C. Mather, managing director. 


Then follows a list, which is prominently displayed, of the Advisory Board 
containing the names of Sir Charles B. Gordon, G. B. E., Sir John Aird, W. A. 
Black, Esq., A. J. Brown, Esq., K.C., Sir Lomer Gouin, K-C.M.G., Wilmot L. 
Matthews, Esq., F. E. Meredith, Esq., K.C., Lt.-Col. Herbert Molson, C.M.G., 
Mes Hdson 1. Pease, Hsq., W. N. Tilley, Esq. K.-C! Hon J. M:’ Wilson. 
With one exception, all the members of this advisory committee were directors 
or officers of Canadian banks, and my interpretation of that is that it was a 
recommendation to the public to invest in that certain class of security?—A. 
It does not say the banks recommend, because the banks did not recommend, 
and if you will turn to the minutes of proceedings of this committee— 

Mr. Ernst: I do not know that this matter comes within the subject under 
discussion. It might come within paragraph 1 which deals with, interlocking 
directorates. 

The Witness: If you look at the list of Boards of which these gentlemen 
are said to be directors, I think you will find that they are no longer directors. 
They have resigned. They are no longer directors of the National City com- 
pany. 

By Hon. Mr. Mackenzie: 

Q. I have one more. Exhibits 19 and 20 of the same evidence given before 
the Macmillan committee was a printed list, dated April, 1933, headed “Invest- 
ment Securities Current Quotations by Bank of Montreal,” offering a mixed 
list of 36 different bonds and a page from the “British Columbia Financial 
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Times” dated May 20, 1933, in which this display advertisement appears— 
“Investments. The services of our bond department are available at all times— 
the Dominion Bank, Vancouver branch.” It strikes me that that last phrase 
means an invitation to take advice from that particular bank?—A. I do not 
see why you should read anything into it that is not there. 

oe Is that correct? Do you agree with that?—A. I have told you what 
we do. 

Q. What is your interpretation of that—“The services of our bond depart- 
ment are available at all times’”?—A. They are glad to buy and sell, and the 
Dominion Bank would be glad to have an order from you. 

Q. There is no suggestion—A. Why should I answer that. That is not 
the Bank of Montreal. 

Mr. Ernst: Why should this witness be called upon to interpret a docu- 
ment which the Dominion Bank issues? The document speaks for itself. I 
do not think, unless it was issued by the Bankers’ Association, the question 
should be asked of this witness. 

Hon. Mr. Macxenzis: If my friend objects, I have no objection to his 
objecting. 

The Cuairman: Of course, you will agree that you should not ask the 
witness about this. 

Hon. Mr. Mackenzie: I am quite satisfied if he does not like to answer. 
I am suggesting to the witness— 

The Witness: You are suggesting, but why you should suggest this I do 
not know, because I have given you the answer. 

Hon. Mr. Macxenzig: You disagree with my interpretation? 

The Wrrness: I certainly disagree. 

Mr. Ernst: Again I object; it is not a proper question. 


By Hon. Mr. Mackenzie: 


Q. You said that the only bonds indulged in by Canadian banks— —A. No, 
I never said that. 

Q. Recommended— —-A. I never said recommended. I say the bonds we 
recommend are Dominion government bonds and, in some cases, Provincial 
bonds. We do not recommend others. 

Q. And in no other case. 


By Mr. Bowman: 


Q. I think this matter is of tremendous importance, for this reason that 
if the name of nine chartered banks of Canada appear on a prospectus surely 
that is a recommendation of some kind to an investor?—A. If it were not 
respectable we would not be on it. We do not recommend that sort of thing. 
We recommend if somebody comes to us to purchase Dominion of Canada 
bonds or something of that nature. If they want anything else, then we get 
the opinion of several outside parties, and it is their opinion, not ours. 

Q. Am I to take from your evidence that your bank has not, by offering 
these particular investments to the public, recommended them?—A. We have 
recommended them only so far as we have them for sale. The mere fact that 
we have them for sale makes certain people believe that they have our backing. 
I agree with you this far that there is an implied recommendation if our name is 
on it. The people will know that we would not put our name onto anything 
that we did not think was all right; but we would not recommend it to anybody 
in the ordinary sense of the word; and that is what Mr. Mackenzie was asking 
about,—the ordinary buying and selling of bonds. 
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Q. You say you would not recommend them in the ordinary sense of the 
word?—A. No. If you came into our bank and you wanted us to recommend 
you bonds we would recommend you to buy Dominion of Canada bonds, or 
Canadian National Railway bonds guaranteed by the Dominion of Canada, 
but we would not recommend you to buy City of Montreal bonds. If you 
wanted to buy some City bonds, say City of Montreal or City of Toronto you 
might ask us which would be the better of these and we would say “well, this 
is considered to be good, the best of its class”, but we would not recommend it. 

Q. Do you mean to say this, Mr. Dodds, that the bank will have for sale 
and advertise in the ordinary way certain bonds which you are not prepared 
to recommend?—A. Certainly. There is an implied recommendation by the 
mere fact that our name is on the thing. I know it and I have admitted it, but 
you will find it on very few prospectuses. 

Q. I think you will agree with me that the particular bonds that are 
mentioned in the prospectus or in the advertising of some well known firm 
will sell better because the bank’s name is on them?—A. We have to keep these 
things in their proper place. We start off with one thing and get into another. 
When you get talking about prospectuses, I admit there is an implied recom- 
mendation if our name is on it. We think it is all right but we do not recom- 
mend them. If you come in to buy a bond in the ordinary way we would not 
recommend you to buy City of anything; we would recommend you to buy 
Dominion of Canada bonds. And then you would say—as hundreds of other 
people say—that does not bring me in a big enough return, what about City 
of this or City of that, or something else. Well, we might say that in its class this 
is considered good but we would not recommend it; we would try to help you but 
we would not recommend. 

Q. I mean this, it is very difficult for me to draw a distinction?—A. I be- 
lieve the average person will realize there is a difference between recommending 
something and saying here is something which is regarded as being the best of 
its class, or we might say that the bond dealers tell us that this is the best in 
its class and sells best, and so on, but that is another thing from recommending. 

Q. I am sorry I do not agree there with you—A. I am sorry you do not, 
but there is a very big difference. 

Q. Here is what you tell the committee, in regard to a prospectus in one of 
these concerns.—A. Let us stick to one thing at a time. Are we going to deal 
with public issues or are we going to deal with when you come in and buy a 
bond? There is a big difference, as I have explained. 

Q. I am dealing with anything that is advertised and offered to the public? 
—A. Then that is a prospectus and I have said several times that there is really 
an implied recommendation. We believe it is all right or we would not issue it 
_ but we do not recommend it. 

, Q. In other words, you say to the public, “we have something to sell which 
we think is all right but we do not put on our prospectus in written language 
that we recommend it”.—A. That is right, yes. 

Q. Frankly, I do not see any difference—A. I am sorry, but there is a big 
difference. 


By Mr. Mercier (St. Henri): 


Q. Supposing the City of Montreal issued bonds to the value of $10,000,000 
and they deposit them with your bank or with some other bank, do the banks 
take these bonds and give the City of Montreal the money for them and then 
you issue the bonds to the public?—A. That is not the way it works, Mr. 
Mercier. The City of Montreal will borrow against the taxes that are coming 
in, in anticipation of revenue, or they will borrow for some work or works which 
have been approved and so on and for which they have to make an issue, 
spreading the cost of if over a period of ten, fifteen or twenty years, and we 
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have to carry them along until such time as the bond market is ripe, and then 
from the advices we get we advise them that we believe this is a good time to 
issue the bonds, a price is agreed upon by them, and after consultation with all 
the people they think can help them the issue is made to the public. 


By Mr. Duff: 

Q. Does that not mean that if your name is on that prospectus that these 

bonds are deposited with your bank so that members of the public can come in 
and buy them in the regular way; there is no guarantee?—A. No, there is no 
guarantee, but we would not put our name on anything that we did not think 
was all right. 
i Q. The real fact is, that the City of Montreal in order to raise that money 
either sell them or deliver them for the purpose of sale to a number of bond 
houses and banks, and the banks have them there for the convenience of their 
customers to buy?—A. That is about right. 


By Mr. Sanderson: 

Q. Do the banks ever purchase any bonds—I am not speaking of provincial 
or dominion bonds—but do they ever buy a block of bonds and then resell them 
tc the public? A. Yes, we have done that at times. 

Q. Well then, in that case you are selling something that you own to the 
public?—A. Yes. 

Q. But you do not recommend them?—A. No, we offer them for sale. 

Mr. Spencer: Mr. Chairman, I would like to ask Mr. Dodds a question 
with respect to a statement he made in an address on March 3ist, 1933, in 
Winnipeg, in which he said: 

The central bank can also make larger or smaller quantities of money 
available for commercial or other purposes by buying or selling securities 
in what are commonly called “open market operations”. 


The CHatrMAN: Are you going to open up a new avenue by that question? 

The Wirness: What page is that, Mr. Spencer? 

Mr. Spencer: Page 24. The question I would like to ask is this: Do not 
commercial banks now use the open market operations and if so would you 
explain how? 

The CuairMan: Mr. Spencer, we are going to deal with that whole question 
under the Central Bank. Please do not let us open it up here. You do not know 
to what length that it may run. That is an important question and it is covered 
in the preamble of the Central Bank Bill. Does anybody want to ask Mr. 
Dodds any further questions under Item No. 2 of the Power motion? If not, 
the witness will be discharged. He certainly has been here long enough. 


Witness retired. 


The Cuatrman: Mr. Patterson, of the Bank of Nova Scotia, has been here 
for two days. We will hear him now. He has a short brief which he prefers to 
read, first, without interruption. 


H. F. Patrerson, called. 


The Witness: Mr. Chairman, Mr. Rhodes, gentlemen of the committee: 

Preparatory to considering questions as to the general policies adopted by 
the Canadian banks to combat the effects of the depression, it should be stated 
that no concerted policy was followed, that is, there was no definite agreed 
upon policy by the banks as a whole—each bank handled its own problems. 
Primarily the efforts of bank managements were directed 

1. towards maintaining the position of the bank. 

2. towards assisting established customers to weather the storm. 


{Mr. Jackson Dodds] 
[Mr. H. F. Patterson] 


BANKING AND COMMERCE 373 


The position of the executive officers of a bank at a time when prosperity 
has resulted in over-speculation is one of extreme delicacy. If they were, by 
means of speeches and through the press, to become too strident in their warn- 
ings to the public of anticipated dangers, it is entirely possible that their words 
might themselves be productive of unfortunate consequences—for statements 
made by the heads of an institution as large as a Canadian chartered bank may 
have unexpected repercussions. Nevertheless so patent were the dangers of the 
situation to our chief executive officers that in the course of their addresses at 
the annual general meetings of shareholders in January, 1928, and 1929, both 
the President and General Manager called attention to the unhealthy situation 
that was developing due to over-speculation. These addresses appeared in 
the published proceedings of the annual meetings and were inserted in the 
principal newspapers of the Dominion. Im addition, from time to time con- 
fidential circulars along the same lines were addressed by the General Manager 
to all branches in Canada. As an example of these precautionary measures by 
our own organization before the crisis, I would like to record that as early as 
September 15, 1927, a circular was despatched to our branches drawing attention 
to the extensive speculation in stocks that had developed throughout the country. 
Others were forwarded from time to time pointing out that stock prices had 
advanced to such an extent that many issues were selling beyond their invest- 
ment value either on the basis of earnings or assets, and that such unbridled 
speculation would inevitably lead to trouble and a resultant repercussion on 
business generally. By this procedure we endeavoured to safeguard our man- 
agers and our customers and prepare them for the painful reaction that was 
seemingly bound to ensue. 

When once a depression has begun, owing to causes which have been im- 
perfectly appreciated, or which may have proved not amenable to control, the 
question ‘‘What is the wisest policy for the bank to follow” must be considered 
in the light of the bank’s own uncertainty as to how long the depression will 
persist, how much more serious it is going to become and the possible scale of 
its consequences. No cut and dried plan can be pursued when the management 
is confronted by these uncertainties. 

Thus, I suggest, as I have already said, that wise management will naturally 
direct its efforts (1) towards maintaining the position of the bank, and (2) 
towards assisting established customers of the bank to weather the storm. It is 
necessary to discuss these two objectives separately. 

(1) With regard to the former, it should be noticed that during the past 
5 years there have been no less than three major crises of world-wide con- 
sequence. The first was the wide break in the New York stock market in 
October, 1929. The second was the unprecedented drain upon the gold reserves 
of.the Bank of England in September, 1931, and the third was the sudden out- 
break of hoarding in the United States in February, 1933, resulting in the closing 
of all the banking institutions of that country on March 4th of that year. Is 
it too much to claim that by the mere fact that the chartered banks of Canada 
have maintained their own positions and left no grounds for panic in the minds 
of Canadian depositors, they have rendered a service to this country? There 
was no paralysis of business in Canada such as occurred in the United States 
last March. Such a paralysis of business would have led inevitably to 
restrictions of credit, due to the narrowing of business opportunities that would 
have followed the hoarding of money. The fact that the public had confidence 
in the safety of its deposits resulted in the continued circulation of money in 
Canada and enabled the banks to continue their assistance to borrowing cus- 
tomers in a normal way. 

(2) With regard to the latter of the two objectives mentioned a few moments 
ago, viz: that of assisting established customers of the bank to weather the 
storm, our policy has been to deal with borrowing customers primarily with a 
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view to conserving their assets and maintaining their business as a going concern. 
This does not necessarily mean that the bank has assumed an obligation to 
provide borrowing customers, however solvent they may be, with funds on any 
scale that the customers may have seen fit to demand; for a banker may some- 
times render a signal service to the borrowing customer by discouraging him 
from undertaking a commitment which to the detached critic is obviously fraught 
with danger. The banker who was prepared to place funds at the disposal of 
borrowing customers uncritically would not only be jeopardizing interests which 
have been committed to his care—he would also, in times of serious economic 
disturbance, often be doing a grave dis-service to the borrowing customer 
himself. Nevertheless, I have no hesitation in saying—and this has not been 
characteristic of The Bank of Nova Scotia alone, but, I believe, of the chartered 
banks of Canada generally—that the key-note of Canadian banking policy 
has been to go to great lengths in carrying borrowing customers during a crisis, 
provided that the position of such customers is not obviously hopeless from the 
first, and provided that previous experience has satisfied the lending bank as to 
the character and resourcefulness of the customers whose interests are under 
consideration. 


With regard to the second part of the paragraph numbered (2) in the motion 
of Mr. Power (“To what extent the said banks are responsible for the drastic 
deflation from which the country suffered and is still suffering”), it is very 
difficult to discuss briefly so complicated a question, and the Committee will 
realize that the problem is essentially technical. 

Briefly, however, it may be said: Firstly, that the fall of prices, which is the 
essential expression of the deflation, was not confined to Canada, but that the 
same fall of prices has occurred all over the world. 


Secondly, and this I would like to emphasize, that this fall of prices did 
not originate in Canada, but that wholesale prices in the principal countries of 
the world had already begun to fall, while the level of prices in Canada was still 
rising during the summer of 1929. The Board of Trade index of wholesale prices 
in the United Kingdom reached its peak in March, 1929. The index of French 
wholesale prices of the Statistique General of France was at its highest in the same 
month. In the United States the index number of the Bureau of Labour Statistics 
was at its highest point in July, 1929, while the index number for Canada reached 
its peak in August. 

Thirdly, that whereas the peak in wholesale prices in Canada was reached in 
August, 1929, current loans ‘continued to advance until October when they were 
at their maximum. When allowance is made for seasonal influences, the current 
loans in Canada of the chartered banks were actually at their highest in February, 
1930. 

The plain inference from these facts is that in looking to the relationship 
between the decline of wholesale prices in Canada and the shrinkage of current 
loans, the latter (that is, the shrinkage of current loans) should be regarded as 
proceeding from the former (that is, from the decline of wholesale prices), and 
not as being the cause of it. 

If consideration is given to the general situation prevailing in Canada at the 
time commodity prices began to fall, we think that it can be established that the 
decline in loans is a natural result of the decline in commodity prices. It is 
axiomatic that whenever there is a fall in the prices of commodities a diminished 
volume of Bank credit is required to finance a constant volume of trade in com- 
modities. The borrower, himself, feels that he would be safer in a period of 
declining commodity prices with a smaller line of credit than that which he would 
otherwise have required and expected. Fear on the part of business men may 
lead them spontaneously to discontinue their commitments, and they do this 
entirely without pressure from the Banks. 
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As the fall in prices continued and the depression deepened, from 1929 
onwards, not only did the borrowing needs of customers shrink in keeping with 
the decline in the dollar value of their inventories (for the replacement of 
materials and supplies was rapidly becoming cheaper), but the volume of 
their business was also shrinking, and they themselves, purchasing on a falling 
market, became, as previously stated, increasingly reluctant to make commit- 
ments ahead. Naturally business men hesitate to take on liabilities in the form 
of bank loans unless conditions, in their judgment, are such as to enable them 
to make a profit from such borrowings. Thus, we feel that it is reasonable 
to state that the decline in current loans was brought about as a result of the 
fall in prices and that pressure on their borrowing customers by the Banks 
did not initiate the decline. 

It is perhaps worth while to look at the level of commodity prices and 
bank loans in a total in the early and later years of the depression, and I would 
like to give you certain statistical facts taken from the Canada Year Book, 
1933 edition. The references are to pages 803, 899, and 912. The first three 
are averages for the year 1929 as a whole and the year 1932 as a whole, and 
the last is the total for each of the years. 

1929 1932 


Government index of wholesale prices 
(G26 —TOO) reise cc's oo so a 95.6 66.7 


Other current loans and discounts in 

Canada, of the Canadian chartered 

ARATIKG ae ePeP ed. bill | « SLs Cee $ 1,343 millions $1,032 millions 
Deposits made in Canada, other than 

that of the Dominion Government. $ 2,215 millions $ 1,900 millions 
Bank debits at the clearing house cities 

ofaCanadan. 2. 5 futthel, SaAG $46,670 millions $25,844 millions 

In a comparison of 1929 with 1932, it will be seen that the level of whole- 
sale prices was lower by about 30 per cent in the latter year, than in the former. 
The corresponding reduction in the total of “Other current loans and discounts 
in Canada” was a very little more than 25 per cent. On the other hand, it 
may be calculated from the above table that the rate of turnover of bank 
deposits (which is roughly synonymous with the readiness of the public to make 
financial commitments) declined in the proportion of almost 36 per cent. 

The smallest of these three figures was the decline in “Other current loans 
and discounts”; the largest was the decline in the rate of turnover of bank 
deposits. The obvious deduction from our table may, I think, be expressed 
as follows: that the strongest of the deflationary influences in Canada, during 
the current depression, has been the reluctance to spend the balances at their 
credit, on the part of the consuming public, and of business men generally. 

In conclusion I would like to repeat that in any consideration of the whole 
problem we must not overlook the fact that the depression was literally world 
wide and that while in this country we admittedly had an overextended situation 
in the stock market, the economic breakdown was not initiated here; instead, 
it occurred as a result of developments elsewhere and we were caught in the 
maelstrom which had already engulfed many other countries. Such being the 
case, remedial action attempted by any one country, especially a country like 
Canada, which after al! is a minor unit in the world economic system, could not 
have corrected a situation which essentially was world wide. But by pursuing 
the two objectives mentioned already the chartered banks have been an effective 
influence in ameliorating a situation which, had they been less solicitous of 
the needs of their depositing as well as their borrowing customers, would un- 
doubtedly have been worse than anything we have actually experienced. 


The CHatRMAN: We will adjourn until 8 o’clock. 


The committee adjourned at 6 P.M. to resume at 8 P.M. 
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EVENING SITTING 
The committee resumed at 8 o’clock p.m. 
The Cuarrman: I think we might as well proceed with Mr. Patterson. 
Mr. Parrerson, recalled. 


By Mr. Spencer: 


Q. At the end of the paper Mr. Patterson read to us just before adjourn- 
ment, I understood him to say that the banks were not responsible in any shape 
or form for the drop in prices on the present price cycle through which we are 
going. Did I understand from what he said at the end of his report that the 
banks claimed they were not responsible in any shape or form for the present 
‘prices?—A. Quite right. 

Q. May I ask if it is possible for the banks to increase the amount of money 
in existence from time to time?—A. Well, I do not believe they can. 

Q. Do you admit that money is increased from time to time?—A. Yes, I 
will. 

Q. How is it increased?—A. Well, it may be done by government issues, 
through inflation or otherwise with the proper reserve fund behind it. 

Q. Would you explain what happens when the government makes a bond 
issue which is taken up in this instance by the public?—A. Well, I think behind 
the whole liability that might be incurred in that respect, Mr. Spencer, there 
must be some reserves maintained either by the government or through the 
banks. There may be surplus of reserves in the banks which may be used to 
buy government bonds rather than to make loans. 

Q. That is not exactly the answer to my question. I want to know what 
happens when the government makes a bond issue. You say the banks do not 
put new money into circulation. Money is sometimes put into circulation 
through government issues?—A. May I qualify. A bank may put money into 
circulation by created credits for the time being, You make a loan and issue 
cheques against that and put it into circulation by paying off your debts or 
buying something in the way of commodities. 

Q. I appreciate that reply, because I think it is to the point. That being 
so, if money is put into circulation out of proportion to goods, is not there a 
tendency for prices to rise? 

The Cuarrman: Inflation, in other words. 


By Mr. Spencer: 

Q. Yes. If loans are made out of proportion to the goods. going onto the 
market, is not there a likelihood of prices rising?—A. I think that would be 
quite true if people were disposed to spend their money. 

Q. On the other hand, would you say that the banking companies have the 
power of curtailing the amount of money at any time by calling in and can- 
celling loans?—A. Undoubtedly, if the banks, say, overnight called in all loans, 
it would make a tremendous difference in the amount of purchasing power 
available. 

Q. Would you say, then, that every time a loan is cancelled an amount of 
money equal to the loan is written out of existence?—A. Well, I do not want to 
say that. It is more or less of a cancellation of a loan against a deposit. A 
deposit, in other words, might not be used to go into circulation; but to cancel 
a loan or a borrowing by a person into whose possession it came. 

Q. You have admitted, on the other hand, that the bank does and can put 
into circulation money, which is well known, by making loans. Therefore, would 
it not naturally arise when they cancel loans they take money out of existence? 
—A. A circulating medium might be contracted in that way. 
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Q. And, therefore, if money was cancelled out of existence too rapidly 
would not it have a tendency to deflate prices, or lower prices?—A. Are you 
inferring that the banks have done that? 

Q. I am not inferring anything. I am trying to get at some facts?—A. It 
might be done if the banks were foolish enough to call in their loans. Naturally 
it would have a tremendous effect. 

Q. And even if they called them in fairly rapidly—for instance, I am not 
criticizing the banks in this instance—I think they follow the law of self- 
preservation—when the break came in 1929, naturally at the peak of the boom 
the banks had huge loans out everywhere. As prices began to drop the banks’ 
securities naturally dropped in value, and the next thing would be, as the 
securities began to drop, if they got below what the banks thought was the 
value they would press for liquidation. 

The CHarrMAn: Not necessarily that. 


By Mr. Spencer: 

Q. I think in self-preservation they would do it, would not they?—A. I 
think the banks did not do any such thing at all. We might have found our- 
selves getting into the position where our collateral may have been impaired, 
and our first endeavour would be to remedy that situation, but not by calling 
in the loan. 

Q. You have an alternative?—A. We have an alternative, but we do not 
want to call the loans. 

Q. Between 1929 and 1933 there was an amount of money equal to 
$704,000,000 taken out of existence?—A. May I ask what you mean by money 
there? 

Q. Total Joans in this instance; and deposits dropped also, because when 
a loan is cancelled I think you will recognize that the deposit is also cancelled, 
but an amount equal to the amount cancelled would be taken out of existence. 


The CHarrMAN: Do you say that invariably follows? 

Mr. Spencer: It invariably follows. 

The CHarrMANn: Invariably? 

Mr. Spencer: [ would say so. That is a point I am trying to get at. 


By Mr. Spencer: 

Q. In these four years there was a distinct drop in the amount of money 
in existence. Now, that naturally had the effect of dropping prices. I am not 
saying that the banks had any alternative, but the fact is that their action to 
save themselves has had something to do with the fall of prices?—A. Well, I 
have not admitted that in the brief I prepared. I took the position that the 
fall in prices preceded the fall in loans. 

Q. Yes, I know you said that. The point I was asking the witness was 
with regard to the falling off in the amount of loans between 1929 and 1933 
which amounted to $704,000,000, and that fall was so great in the loans made 
in those four years that it naturally had the effect of helping to foree down 
prices?—A. That, I assume, covers stock exchange values as well as commodity 
values. Loans cover those. 

Q. Or anything else; all loans?—A. Yes. 

Q. I appreciate the point, however, that you have admitted that the bank 
can in our up-to-date banking system increase the amount of money in circula- 
tion by making loans, and then can decrease the amount at other times by 
calling in loans?—A. Well, let us admit that. 

Q. Pardon?—A. I say let us admit that. 

Q. That is the point I want to direct attention to, because at the end of 
your address you attempted to tell the committee that the banks are not respons- 
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ible in any way. I think they are certainly responsible, partly anyway, from 
the fact that they have that power of increasing the amount of money in circula- 
tion and also decreasing the amount, and that will have the effect of altering 
prices, either increasing or decreasing?—A. Having the power does not neces- 
sarily mean that they are going to exercise that power. 

Q. Sometimes, under the system, they may have no alternative but to 
exercise it; that is my point?—A. I do not know about that. 


By Mr. Duff: 

Q. I hesitate to ask any questions, when we have so many important 
economists in the committee; but I notice that Mr. Spencer, in addressing his 
questions to Mr. Patterson, talked about money. I did not know such a thing 
existed. I thought it was credit. And when Mr. Spencer talked about increas- 
ing the money, or reducing the money, did he not mean credit in each instance? 

Mr. Spencer: If I might correct Mr. Duff. He probably was not in the 
committee this morning, but the witness this morning admitted that anything 
that functions as money is money. 

Mr. Durr: There is no such thing as money; it is credit. I would like to 
have that properly settled. 

The Witness: Mr. Spencer, may I suggest this that in the contraction of 
loans it may have been offset by an increase in investments. 


Mr. Durr: I wonder if Mr. Patterson would answer my question as to 
whether there is such a thing as money—if it is not credit and commodities? 


The Wirness: No. I would not call commodities money. 


Mr. Spencer: It would be rather nice to know what money is according 
to the witness. 


The CHatrrMAN: That is theory. Do you think we want it? 


By Mr. Coote: 


Q. For the satisfaction of Mr. Duff, might I ask Mr. Patterson this ques- 
tion: in the generally accepted use of the term money, are both currency and 
bank deposits included in that term?—A. No. I would not call bank deposits 
money. 

Q. Suppose I have $1,000 on deposit?—-A. I think a deposit can be con- 
verted into money; but if you come in with a cheque to me and I give you a 
Dominion of Canada note or a Bank of Nova Scotia note you might consider 
you have money in your pocket to spend; but while it is dormant in the bank 
it is not money. 

Q. If I have $1,000 in the bank, I am supposed to have $1,000?—A. Yes. 

Q. And when you talk about the people of Canada each having so much 
money in the savings banks, you talk of that as money?—A. Money is a word 
very loosely used. 

Mr. Durr: Is it not a misnomer? 


The Witness: I think there are some things you can call money. 


By Mr. Coote: 


Q. Mr. Patterson, in his presentation, I think, gave us figures of the whole- 
sale price level in Canada, and if these figures are not correct I would like to 
be corrected, because I heard him from the back of the room. The wholesale 
price level in Canada stood at 95-6 for the year 1929 and had fallen to 66 in 
the year 1930?—A. 1932. 

Q. Yes. That represents a fall of 30 per cent, and I wonder whether Mr. 
Patterson had the comparative figures for any other countries?—A. No, I am 
sorry I have not. 
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Q. The reason I asked was this: the witness we had this afternoon sug- 
gested that Canada was coming through this depression perhaps in about the 
best shape of any country we know of, and I would like to have these figures 
if they are available. I think they would indicate the true comparison, 


By Hon. Mr. Mackenzie: 


Q. Appropos of the questions I asked Mr. Dodds this afternoon, does the 
same apply to the Bank of Nova Scotia with regard to the discretion that is 
given to their branch managers in various portions of the country?—A. Well, 
we generally give discretion to all our branch managers, according to their 
ability, capacity and calibre. 

Q. There is no uniform policy; it depends on the experience and ability 
of the individual manager?—A. Yes. And the size of the branch, of course, 
and the importance of the position. 

Q. In regard to gold reserves held by the banks, generally speaking what 
percentage of the gold reserve is being used for foreign exchange purposes?— 
A. You mean generally speaking or at the moment? 

Q. Well, as particular as you can be. I realize it is very difficult to answer 
that question. Let me ask you this: The reserves, generally speaking, held by 
the banks of Canada amount to about $40,000,000. What percentage of that 
would be used for foreign exchange purposes?—A. I do not think that the banks 
themselves have ever had any definite idea in their minds as to what amount 
of gold should be available for their foreign exchange purposes. 

Q. If you strike a general average I would be quite satisfied?—A. I would 
not attempt that Mr. Mackenzie. I do not know what it would be, generally 
speaking. Each bank has to make up its own mind because they all have 
different kinds of liabilities. 

Q. Can you speak from your own bank’s point of view with regard to 
that?—A. No. 

Q. Would it be 10 per cent or 20 per cent of the gold reserve required for 
foreign exchange purposes?—A. No, because the world, generally speaking, is 
not on a gold standard. I do not think that worries us very much at the 
moment because gold is not permitted to be shipped out of very many countries, 
as far as I know. We ourselves have gold that we hold against our foreign 
liabilities and we look to that to protect our foreign liabilities. 

Q. Under the Central Bank Bill the same gold is taken over by the Central 
Bank on the valuation of $20-67 an ounce; the gold as held for foreign exchange 
purposes is going to be left to the banks, and I would like to get from you an 
approximate idea of the percentage of the total from your working experience 
in banking that will be required for foreign exchange purposes?—A. I am sorry 
I cannot give you even an approximate idea, Mr. Mackenzie. It would be 
difficult to tell you what the percentage would be. 

Q. From your experience, taking the past ten years, what percentage of 
your gold reserve would have been used for your ordinary foreign exchange 
purposes?—A. I cannot possibly tell you that. That is something I cannot 
tell you. 

Mr. Dopps: We consider that the whole of our gold is available for our 
foreign exchange purposes. 


The Witness: I understood Mr. Mackenzie to ask me what the per- 
centage was. 


By Hon. Mr. Mackenzie: 


Q. That is not my question at all, that is just a red herring, with all due 
respect. I quite understand that every bank would like to have all the gold 
available for foreign exchange purposes, but my question is what is the per- 
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centage of the total of gold held that would have been used for your ordinary 
foreign exchange purposes, and that is the question which you, Mr. Patterson, 
could not definitely answer?—-A. I think I might very well say that we hold 
all our gold against our foreign exchange operations because we look to our 
gold to protect our foreign liablities. 

Q. Do you realize that under the Act all the gold for internal purposes 
is being taken over by the Central Bank?—A. I think some reference is being 
made that cognizance will be taken of that. 

Mr. Irvine: Following that up, if in the good old days when we were on 
a gold basis we held all the gold for foreign exchange purposes what would 
they have behind their notes at home? 

Mr. Dopps: All our assets. 

Mr. Irvine: I am glad to hear that. 


By Mr. Duff: 

Q. You were talking about the gold being held for foreign liabilities. Are 
you allowed to send out gold now to protect your foreign liabilities?—A. We 
could if we had a licence. 

Q. In other words, you cannot do it unless you get a licence?—A. That is 
right. 

The CuHatrMan: Are there any other questions that any member of the 
committee would like to ask Mr. Patterson? If not we will take up the next 
witness. We will ask Mr. Wilson or Mr. Logan to take the stand. 


Witness retired. 
5. H. Logan, recalled. 


Mr. Chairman, we have been asked ‘‘ What. general policies did banks 
adopt to combat the depression and the extent of the banks’ responsibility for 
- the drastic deflation?” 

This depression, as everyone knows, has not been merely a local calamity 
but one which has affected the whole world. In Canada one of the main causes 
of our economic difficulties was the rapid and continuous fall in the prices of 
those primary products which constitute so large a part of our exports. Not 
only was this fall almost incredibly severe (wheat, for example, selling at the 
lowest price in over three hundred years), but the widening spread between the 
level of prices of primary products and of manufactured goods has had a stifling 
effect on trade of all kinds. 

The prices of our primary products, however, are determined not in this 
country but in the world markets where they meet the competitive selling of 
other nations. No policy, therefore, could have been, or can be, adopted by 
Canadian banks which would help to raise these prices. 

The depression was further intensified for us by the fiscal policies of some 
countries formerly substantial importers of our produce. They, to protect their 
own domestic situation, imposed ever-increasing tariffs which seriously restricted 
our flow of exports, and in some cases completely blocked the entry of certain 
of our commodities to their markets; for example, wheat to France and Italy, 
and lumber and cream to the United States. 

The banks did take certain steps before the depression developed which I 
believe lessened its impact on this country. 

Beginning in 1927 the branch managers of my bank were warned—more 
and more strongly as time passed—of the dangers inherent in the stock specu- 
lation mania which was sweeping North America. They were instructed to 
restrict. loans made for this purpose and to discourage applicants both by 
advice and by raising marginal requirements and interest rates. Doubtless 
other banks followed a similar policy. 
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In 1927 we commenced also to urge our commercial customers to strengthen 
their cash position and to ‘warn them against being led by the general optimism 
into over-expanding their inventories and the volume of goods which they sold 
on credit. A very genuine effort was made to curb what appeared to us a 
dangerous trend in business practices. 

While some heeded this advice, our effort on the whole was not notably 
successful. Almost the entire population of this continent was convinced that 
a new era had dawned which promised continuous and increasing prosperity. 
Mob psychology is hard to control and to the majority of people it seemed 
absurd that they should be denied or discouraged from accepting this golden 
opportunity to place themselves in easy financial circumstances. Bankers’ 
efforts to damp down the rapidity of the expansion were often resented as an 
unwarranted interference with business management or as an attempt through 
timidity to restrict a customer’s legitimate profit. No doubt bankers gradually 
became infected in some degree by the general atmosphere but their optimism 
and confidence in the situation lagged far behind that of the public. 

So far as I know, the bankers were the only ones who in those hectie days 
before the stock market crash voiced warnings of the dangers into which we 
were drifting. That they made mistakes of judgment in extending credit no 
banker will attempt to deny, but it is much easier to look back now and 
recognize what those mistakes were and what course should have been followed 
than it was to make the correct decision at the time. 

One trouble, for example, was that those, whom the bankers discouraged 
from entering into some venture or speculation which seemed rash, were able 
during the greater part of the boom years to come back in a month or so and 
say, with truth “If you hadn’t advised me against going into the deal upon 
which I had decided, I could close it out to-day at a very handsome profit.” 

It was only natural that a banker, whose conservative advice had repeatedly 
proved disadvantageous to those who accepted it, should develop some hesitation 
in pressing his views on customers, even though he retained his own, conviction 
that the theories of sound banking in which he had been trained were funda- 
mentally correct. 

In recent months attention has been drawn to the fact that loans of Cana- 
dian banks fell between September, 1929 and September, 1933 from 
$2,358,000,000 to $1,427,000,000. Some people have assumed that this repre- 
sented a decrease of $932,000,000 of bank credit in Canada due entirely to 
liquidation forced by the banks. They argue that it is this deflationary policy 
of the banks which has so greatly intensified the depression here. The figures 
quoted cover as a matter of fact total loans by Canadian banks, both in Canada 
and abroad. The decrease in the total of loans in Canada alone is one-third 
less or $655,000,000. That is still a pretty formidable sum, but it is not correct 
to say either that the amount of money in Canada available for purchasing 
goods has fallen by anything like that sum or that the banks are mainly respon- 
sible for the reduction in total loans. 

I would point out that the banks during this same period, lacking demands 
for loans which they could grant wth reasonable assurance of obtaining repay- 
ment, increased their security holdings by $400,000,000. Security purchases 
by the banks are, of course, merely another form of making bank loans. If a 
government sells an issue of bonds it is borrowing money from the purchasers, 
whether banks or others, and even if a jbank buys bonds from the public it is 
taking over loans which the public had already made to the government which 
floated the issue. The purchase of these securities, increasing as it did by 
$400,000,000 the supply of money in Canada, went a long way towards off- 
setting the loss of $655,000,000 resulting from the repayment of loans. 
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I should like to present to you some evidence which I think will convince 
you the belief is unwarranted and untenable that the shrinkage in total loans 
was due to an unnecessarily restrictive loaning policy by the banks. 

Trade in Canada from 1927 to 1929 was very active and inventories of 
raw material and merchandise were fairly substantial, though by no means so 
excessive as in 1922. You will remember that in the latter year a post-war 
slump in prices took place and merchants, both wholesale and retail, got a 
very painful lesson as to the smarting losses which heavy inventories could 
cause under such conditions. The lesson had not been forgotten in 1929 and 
shrewd business men, as soon as they sensed the possibility that a sustained 
fall in prices might be commencing, began voluntarily for their own protection 
to reduce inventories to the barest minimum requirements. As prices continued 
downwards they bought far smaller quantities to provide essential replacements 
only and, as these replacements were purchasd at lower prices, they obviously 
required less and less borrowed money to carry on operations. 

Unfortunately no statistics are available upon which to base an assured 
estimate of the value of inventories considered excessive because of the change 
in the business outlook. 

That the value in the aggregate was very substantial and that excess inven- 
tories were sold as promptly as possible can hardly be gainsaid. 

As borrowers realized funds from these sales, they voluntarily applied the 
proceeds on their loans and if I may hazard a guess I would say the reduction 
in loans from this source alone might conservatively be placed at $50,000,000. 

There was as well a substantial amount of voluntary liquidation by brokers 
of the loans they had obtained from the banks. Many of their clients, deciding 
to save vanishing paper profits, sold their holdings promptly and covered their 
liability to the broker. Others, unable to reinstate impaired margins, were sold 
out by the broker in self-protection. Again, only a guess is possible as to the 
extent of voluntary loan reduction by brokerage houses, but I believe that 
payment of loans from this source would be at least $100,000,000. 

We go to firmer ground when we consider the effect on inventory cost of the 
fall in prices between 1929 and 1933/34. I shall give you a few examples of 
how much less money is required at the present time to finance the same quantity 
of commodities or merchandise as was carried in 1929. 

Take wheat first. The Canadian visible supply in January, 1929, was 
230,000,000 bushels. I think it is a conservative estimate to say that when wheat 
comes into the “ visible” category at least two-thirds of it is carried by loans 
from Canadian banks. That would mean that in January, 1929, 150,000,000 
bushels were being financed in that way. The average price of No. 3 Northern 
during January, 1929, was about $1.12 per bushel, while in January, 1934, it had 
fallen to about 59 cents. To carry 150,000,000 bushels would, therefore, require 
bank loans, in 1929, of $168,000,000 but, in 1934, of only $88,500,000. 

Lumber gives a similar picture, though unfortunately the statistics I have 
obtained cover only a part of the production in British Columbia. Stocks on 
hand, reported by the British Columbia Lumber Manufacturers’ Association, were 
in January, 1929, over 277,000,000 feet. The average prices in January, 1929, 
and January, 1934, respectively, were $20.80 and $13 per thousand feet. Let 
us say the banks finance 200,000,000 feet. Then, bank loans necessary to carry 
this lumber would be $4,160,000 in 1929 and $2,600,000 in 1933. Quebec lumber 
loans must show the same trend, for average prices there fell from $30 to $20 per 
thousand. 

These are valid and convincing reasons for a large shrinkage in loans apart 
entirely from any pressure being exercised by the banks. You will find the same 
situation in almost every branch of trade and industry. Wholesale prices be- 
tween September, 1929, and 1934 have fallen 30 per cent, retail prices 22 per 
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cent. Cheaper inventories tend to reduce substantially the assistance which the 
merchant or manufacturer requires from the bank for his operations and the 
reduction comes about because he needs and asks for less money and not 
through any bank action. 

Banks have, of course, in a number of cases found it necessary to force 
the liquidation or reduction of customers’ loans. There were, for example, 
merchants and manufacturers who, despite warnings, made no effective effort to 
strengthen their position and consolidate their resources. Some retained large 
inventories, valued above the market prices, hoping for an early recovery which 
would enable them to escape the loss they were facing. In all too many cases 
this policy led them to the verge of or actually into bankruptcy. Others, through 
granting generous credit to numerous weak concerns and repeatedly extending 
the time for repayment by their debtors without investigating their true financial 
position, found when a crisis came in their own affairs that a high percentage 
of their accounts was uncollectable or realized much less than face value. 

I think I am safe in saying that neither in this nor in other depressions 
have the Canadian banks forced the liquidation of any customer’s loan unless 
they believed that the recovery of the money which they had lent was becom- 
ing seriously endangered through the dissipation or the disintegration of the 
borrower’s assets, I might go farther and say that no new loan which the banks 
believed was reasonably safe has been refused, though, of course, I exclude 
loans required for capital expenditures repayable only at some remote date. 
Such loans, as you know, are not proper banking transactions. This was the 
policy followed by my own Bank, and I feel assured that it was also that of 
my competitors since it is distinctly more advantageous to a bank from the 
point of view of income to make loans than to purchase securities. 

No bank which has a due sense of responsibility to its depositors dare 
deliberately undertake to carry, on a falling market, a large volume of loans 
for borrowers whose assets have already shrunk in value to or below the amount 
they have borrowed. To do so would be to endanger the solvency of the bank 
by gambling that prices will at some time in the future recover to a level at 
which the borrower will be able to dispose of his assets for a sum sufficient to 
pay his debts in full. The desired price level may not be reached for several 
years. In the interval the loan is frozen and the effect of a high proportion of 
frozen assets in a banking system has been demonstrated too recently to 
require emphasis. 

On the other hand, no banker wants to see any business man driven to the 
wall, nor any farmer dispossessed of his land if it can possibly be avoided. 
Should there be anything in the borrower’s position which holds out a reasonable 
hope that he may be nursed back to financial health a bank, in its own interests, 
will go to great lengths to assist his recovery. Indeed, the banker when attempt- 
ing to estimate the future trend has in many cases given the borrower, rather 
than the bank, the benefit of any doubt—of course which not infrequently has 
proved costly to the bank. 

In periods of depression it is almost inevitable that the banks will be 
accused of denying credit to worthy borrowers. During 1932, as a result of such 
criticisms of bank policy the United States Government authorized the Federal 
Reserve Banks to grant, at their discretion, loans to finance the current business 
operations of those who could not obtain advances from the commercial banks. 
The history of this effort to right a supposed wrong is interesting. The Deputy 
Governor of the New York Reserve Bank recently stated that in the eighteen 
months ending last December the Bank received 1,286 applications for such 
loans. Of this number 1,036 could not be given favourable consideration because 
the funds sought were not for legitimate commercial purposes such as a bank 
may reasonably be expected to finance but were required to meet personal 
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obligations or to provide for capital outlays impossible to repay except over a 
period of years. The remaining 250 applications were thought to warrant and 
were given a detailed investigation. In only 14 of these 1,286 cases did the 
Reserve Bank feel that the applicant’s position justified it in making the loans 
and, as an indication that the bank gave the most sympathetic and generous 
consideration to the claims for credit by each applicant, the Deputy Governor 
stated that two out of these 14 borrowers had since then gone into bankruptcy. 
Of the total amount which the bank actually lent less than half has as yet been 
recovered. I venture to say that the statistical results of a similar experiment 
in this country would not differ in any great degree from those I have outlined. 

It would be foolhardy of me to offer any dogmatic comment on intricate 
economic theory. I feel, however, that sufficient weight has not been given to 
the immense influence exercised on the business situation when a number of 
people simultaneously reach an independent decision, either to borrow, to save 
or to spend money. Many will not borrow now because the risk of loss seems 
greater than the prospect of profit. The banks cannot force them to do so. 
Spending has also slowed down since 1929 from a gallop to a saunter. From 
calculations made in my own Bank it appears that the rate at which our total 
savings deposits turned over in 1929 was about 24 times in that year, while in 
1933 this rate had fallen to little more than 14 times. .If these rates of turnover 
are applied to the total of Canadian savings balances in all the banks it would 
appear that savings bank depositors in 1929 spent about $3,600,000,000 and in 
1933 only about $2,300,000,000. A reduction in the amount spent in a twelve- 
month period of $1,300,000,000 in a country as small as ours must have a 
startling effect on the total volume of trade. To look at this factor from 
another angle, savings velocity decreased by 37 per cent while total savings 
deposits decreased by only 7 per cent. These calculations indicate, I think, that 
the influence of the velocity of money on the economic situation deserves a great 
deal more study. 

May I summarize the picture which I have tried to place before you in this 
outline. 

The banks, from the early days of the boom, strove by their advice and 
influence to keep the development of business on sound and solvent lines. 
Mistakes were made and over-generous credit was granted in some cases, for 
bankers are only human and their judgment is fallible. 

To try to check dangerous developments was the effort that the bankers 
made—the only one in their power to make—to combat the effects of the 
reaction which they believed would follow. 

Business, however, whether personal or corporate, when it controls sub- 
stantial funds, is independent. Banks cannot dictate but only recommend and 
good advice often went unheeded. 

In one other respect Canadian banks saved this country from the worst 
effects of the depression. When the crisis came it found the banks strong in 
liquid resources. Throughout these four bitter years, depositors—and there are 
several million of them—have found no cause to fear for the safety of their 
funds. Balances could be withdrawn when cash reserves were needed. Cana- 
dians have at least been spared the heavy losses and heart-breaking anxieties 
which a weak banking system would have brought upon them. ortega 

On the second part of this question I have presented some evidence to you 
which I think will convince fair-minded men that the banks have followed no 
harshly restrictive loaning policy. 

No reduction in loans was forced except to consolidate and strengthen a 
borrower’s position which was dangerously extended and threatened his financial 
collapse. No borrower was sold out unless his re-establishment was believed 
to be beyond hope. No new loans have been refused if the probability of 
repayment seemed reasonable. 
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It must, I think, be obvious to those of sober thought that banks cannot 
jeopardize their solvency and the safety of their depositors by courting too many 
losses. 

As an indication of the policy which my Bank has tried to follow throughout 
the depression, may I quote from a Circular issued to our branches in July, 1982, 
a time when the outlook seemed darkest. 


It must not be assumed that we do not appreciate the difficulties of 
the problems facing Managers in these days of widespread financial 
stress during which many individuals and corporations are facing operat- 
ing losses, especially the problem of what to do with the accounts of old 
customers which for various reasons no longer measure up to the Bank’s 
standards of desirability. The safety and liquidity of the Bank’s position 
in each account still must be the paramount consideration, but this does 
not necessarily mean compelling customers to sell securities, inventories 
and properties of various kinds on markets so demoralized that a reason- 
able relationship of price to intrinsic values often does not exist: 

It is easy to become panicky and to pursue a forcible liquidation 
policy irrespective of future effects. Such an attitude is destructive not 
only to the community at large, but to the goodwill towards the Bank 
which is one of its chief assets. It takes a much better balanced judgment 
to distinguish between the account which has no future and should there- 
fore be liquidated, and one in which an orderly repayment of the Bank’s 
loans—even if slow—can be expected on a basis which would leave the 
customer a reasonable prospect of working out of his problems, but this 
keenness in discrimination and constructiveness is what the public expects 
of a banker. 


I would ask you to weigh the facts I have submitted and I believe you will 
come to the conclusion that the deflation in this country was part of a world-wide 
economic readjustment from which we could not escape and that you will 
recognize that the responsibility for this deflation cannot therefore be placed 
upon the Canadian banks. 

In connection with this brief, I have here a classification of our loans in 
1929 and 1934. I do not know whether you would like to have that recorded 
or not. 


The CuairMAN: I think that would be of great interest. You have a long 
tabulation under 16 different headings. It might be interesting to put it in 
the record. 

Mr. Irvine: We would not get much out of it if he just read it. I think 
it would be better to incorporate it in the record. (See Appendix “ X.’’) 


By Mr. Power: 


Q. I do not know if there is much we can say in answer to that brief. In 
theory this is very much the brief that we have been endeavouring to hold here 
for some considerable time; but I should like to ask one or two questions. 
Would it be fair Mr. Logan to ask you to produce a copy of the letter you sent 
to your managers in 1927?—A. 1927. 

Q. A confidential letter?—A. We sent out several circulars, giving general 
warnings. 

Q. On over-expansion. Would it be fair to ask you to produce that letter? 
—A.I shall be glad to send extracts from them—a great number of them— 
similar to what Mr. Dodds put before the committee; they were sent out both 
in 1927 and 1928. 

Q. May we have a copy of such a letter produced?—A. Yes; we can supply 
the committee with that. 
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Q. I understand from the reading of your brief that you advised all your 
branch managers, in so far as they could, to prevent their clients from indulging 
either in stock speculation or over-expansion of their business?—A. Both from 
a commercial standpoint and with regard to stocks we pointed out the danger- 
ous situation. 

Q. Then you say you found you were not very successful?—A. That is 
correct, 

Q. Can you tell me why? Can you explain to me why you had not been 
able to create sufficient effect, or is that a fair thing to ask you?—A. I do not 
think that anyone could have controlled the mob psychology of 1928-29, which 
struck the whole of this North American continent. 

Q. Perhaps it may be unfair to you, but I put it this way: Would there 
be a fear amongst the banks if they were unduly restricted in their dealings 
with their clients, that those clients would go to a competitive bank?—A. No, 
that could not enter into the question at all. What the banks had in mind 
was that speculation was rampant, and it was our duty to point out to the 
customers it would end in disaster. 

Q. But as a matter of fact you have stated you were not always success- 
ful?—A. That is perfectly true, because money came from other sources; we 
could not control that. 

Q. May I ask what you mean by that, that money came from other sources? 
A. Money came in from the States for stock market speculation; money 
came in from outside sources. 

@. Apart from stock market speculation?—A. I was thinking more of that, 
the medium of stock market speculation. There was all sorts of speculation 
going on, and the banks did not supply the money; but the brokers got call 
loans. They got money just the same and the money came from other sources. 

Q. They got call loans from the banks in many cases?—A. Yes, but they got 
call loans from other sources as well. 

Q. To a certain extent the surplus assets of private corporations, as I 
understand it, and largely from the banks?—A. A lot of money came from the 
United States. 

Q. A lot of money came into Canada?—A. A lot of money came into 
Canada. 

Mr. Gacnon: From investment trust companies? 

The Wirness: No, I mean money that was put up on call. 


By Mr. Power: 

Q. Sent to Canada and put out on call here?—A. A lot of money came 
from outside sources. I am quite clear on that. 

Q. That is a rather interesting suggestion, and it is the first time I have 
heard that brokers in Canada could obtain money from outside sources without 
dealing with Canadian banks at all—aA. Oh, no question about it, and the 
brokers are probably doing it to-day. The banks are not making any great 
amount of loans on call to-day but the brokers get the money just the same. 

Mr. Hacxetr: The record of the bankruptcy of brokers made it very clear. 

The Witness: Yes. 

Mr. MacMinuan (Saskatoon): Solloway-Mills et al. 


By Mr. Power: 

Q. I did not get the end of a statement you made a while ago, but you 
said your loans in Canada and your loans outside of Canada had decreased by 
something like $932,000,000; is that right?—A. Yes, 

Q. $655,000,000 decrease in Canada?—A. Yes. $900,000,000 and some odd 
decrease in total loans, I think it was, and $600,000,000 and some odd decrease 
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Q. That is to say, two-thirds were in Canada and one-third outside Can- 
ada? Now, what did the banks do with that money that came from outside? 
—A. No, in those figures I had reference to the total bank statement in loans 
in Canada and out. 

Q. As I understood it, there was a decrease in the amount of money loaned 
of $931,000,000 altogether, including outside loans and Canadian loans between 
1929 and 1933?—A. Yes, of which $655,000,000 was the decrease in Canada, 

Q. That was decreased in Canada?—A. The decrease in Canada. 

Q. In loans in Canada?—A. Decrease of $932,000,000 in bank credit in 
Canada and abroad which is mistakenly supposed to be due entirely to liquida- 
tion forced by the banks, $600,000,000 decrease in Canada, and $300,000,000— 

Q. What became of the $300,000,000?—A. I think one of the things that 
most people overlook is this, in 1928 and 1929 the call loans made by the 
Canadian banks in New York were enormous. They show in the govern- 
ment statement; but we have to bear in mind that all that money did not come 
from Canada. That money came to New York from all over the world and that 
accounts for the tremendous increase in the banks’ call loans in New York. Our 
excess call loans in New York at that particular period, I would hazard a guess, 
would be at least $50,000,000 to $75,000,000 above normal; that money came 
from all over the world. 

Q. May I ask what you mean by your “excess” loans and how it came from 
all over the world to be loaned by The Canadian Bank of Commerce?—A. In 
New York? 

Q. Yes?—A. It was attracted by the high money rates. 

Q. How did it come to your banks, or to any Canadian bank?—A. We 
had foreign correspondents. That money came from all parts of continental 
Europe, and it even came from China. I shall never forget one transaction at 
one particular time, showing the money rate in New York, which ran from 10 
to 12 over night. We had a cable from China to loan out $2,000,000? 

Q. You were loaning Chinese money?—A, Chinese money, but it happened 
to be US. dollars. 

Q. And has to be paid in real money?—A. It was U.S. dollars but they 
supplied the money. 

Q. How much of the money which was returned to the bank, after calling 
loans, was put into government bonds?—A. How much of ours, all told? 

Q. All banks. Have you got those figures? I am speaking of government 
bonds.—A. The total amount that went into government bonds will be some- 
thing like $400,000,000. 

Q. That is from 1929 to 1933?—A. We always carry an important portfolio 
of government bonds for the purpose of borrowing under the Finance Act, or 
something of that nature. 

Q. Between 1929 and 1933 you carried an enormously increased amount of 
government bonds?—A. That is correct. Our own securities went up about 
$75,000,000, I should say to about $150,000,000. The total went up at least 
$80,000,000, and I assume with every other bank in proportion. 

Q. You were keeping up government credit at the expense of the ordinary 
borrower?—A. Oh, no. When we are buying securities, we put money back into 
circulation; it is the same as though we make loans. We could not make loans, 
so we had to buy securities. 

Q. You are getting me beyond my depth now, you will have to talk to some 
of my C.C.F. friends. 


By Mr. Spencer: 


Q. Did you use depositors’ funds to buy those securities?—A. Naturally, 
we did. 
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Q. Couldn’t you buy them without using the depositors’ funds?—A. What 
would you buy them with? 

Q. With the credit of the bank?—A. To whom are you going to lend the 
money? If the borrower cannot get credit he won’t borrow. You cannot make 
a man borrow money if he will not borrow. We cannot go up to John Jones and 
say to him, I want to loan— 


By Mr. Power: 


Q. When we come to that, my senior counsel will carry on. I gathered that 
apparently the reduction in commercial loans was due to the, may I call it panic, 
or may I call it justified fear of the ordinary commercial man, and it amounted 
to a figure of $50,000,000°?—A. That is an arbitrary figure. That is awfully 
difficult to determine. 

Q. That could not be the exact figure?—A. It could not be the exact figure. 

Q. And the brokers’ loans you could give a little closer?—A. I figured that 
at $100,000,000. 

Q. That is brokers and persons who had borrowed, and there were thousands 
of people themselves who had been carrying stocks, and who did not like the 
look of this thing, and who were going to get out themselves. In addition to that 
you had a certain percentage of calling by the brokers?—A. The banks did 
very little calling, If we saw someone was in trobule— 

Q. May I put the question in my own way. A great many of my friends 
speculated on the market, including myself, unfortunately. The time came dur- 
ing this speculative fever when they became somewhat panicky, and they said 
they felt they were better off in the hands of the banks, than the hands of the 
broker?—A. Yes. 

Q. They borrowed money from the banks to pay off the brokers, and the 
banks carried them?—A. No doubt there was a lot of that, and there would 
have been a heap of it done if the banks would have done it; but what we 
found was the broker would say, you take your account out of here and get 
the bank to carry it, and then he would take on another account, which was 
just pyramiding. We would not do it. 

Q. There was a great deal of that done?—A. Yes. 

Q. What was the procedure of the banks under those circumstances, if the 
clients’ stock fell below the margin which was required, depending entirely— 
—A. What was our policy in that connection? 

Q. Yes—A. We— 

Q. Called for margin, just as the broker was doing?—A. What we tried 
to do was make the customer see this. Now, you have to take here again the 
psychology of the particular period. Where the ordinary man would have 
bought 100 shares, he was buying 1000 shares. We carried out the psychology 
there by saying to our fellows, in calling their loans and checking the purchase 
of the thousand shares, “your load is too big; sell enough to keep your own 
account in shape so that you do not get out on the limb.” Now, that is the 
policy we followed throughout. 

Q. There was a certain amount of forced liquidation that way? The 
suggestion you would make to him if he had 1,000 shares was, you had better 
sell 400 or 500 at once, otherwise you will lose the whole thing?—A. No, the 
advice we gave was in this direction, reduce your loan, the baby is too big to 
carry. 

Q. Now there is just one more question arising out of the brief you read. 
You gave us the impression that owing to the contraction of business, there 
was much less money required than there was before, and that accounts to a 
_Jarge extent for the decrease in loans.—A. That is correct. 

[Mr. S. H. Logan] 


BANKING AND COMMERCE 389 


Q. Now, may I put it to you that that was perhaps putting the cart before 
the horse, that it would be perhaps the banks that brought about the curtail- 
ment of the loans, and then a curtailment of business followed?—A. No, I 
think that is not correct. I think the banks have been consistent throughout, 
trying to carry this situation as best they could, without putting anybody into 
difficulties. The list of customers we put into difficulties is very small. 

Q. I do not understand?—A. We have tried not to put people into bank- 
ruptcy; we carried them on if we possibly could. 

Q. Did I understand in the reading of your brief you were quoting from 
a circular issued in 19382?—A. Yes. 

Q. Was the whole circular quoted or not?—A. No, I think the whole 
circular was not quoted, but only the outstanding part. The part that had 
reference to our attitude. 

Q. Is that in your brief?—A. Yes, and it showed exactly what our attitude 
was. 

Q. Following on the lines of questions developed by my friend Mr. 
Mackenzie this afternoon, no special instructions were given to your branch 
manager. It depends entirely on the size of the branch and to some extent 
on the ability of your manager, is not that correct?A. To some extent, 
yes. We have a superintendent in each province, and a superintendent’s limit 
is $25,000. His limit is the same as mine. I have to put every credit of $25,000 
and over, before my Board. Now the superintendent in each one of those 
points can give $25,000, without referring to me. 

Q. The superintendent can?—A. The superintendent can. 

Q. You might come down to a small branch where the branch manager’s 
limit would be $1,000?—A. Yes; on the average we give close to $2,000. 1 
think to be exact on the average, at the moment, it would be about $1,750, 
but $2,000 is what we aim at. 

Q. That is for the average on commercial loans, is it not?—A. Any part 
of the country from the Atlantic to the Pacific. 

Q. Is that for what we might call a non-commercial loan, to a doctor or 
lawyer?—A. Yes, sundry loans, not the big commercial loans to lumbermen 
and all sorts of people like that, naturally large loans to them come before— 

Q. They come before the inspector?—A. They come before the superin- 
tendent. 

Q. The loan is under section 88?—A. Oh, not always. 

Q. Has a branch bank manager any discretion under section 88?—A. Well, 
he has got his own discretion up to $2,000, whatever the type of loan may be. 
For instance, let us take a Vancouver man. Now, he has not got $2,000 dis- 
cretion. I do not know what it is at the moment, but I would say $15,000; prob- 
ably the Winnipeg man has $15,000, but it is gauged entirely on his ability—I 
call it the lever system. 

Q. What I am trying to get at, is there any distinction between the loan 
you will make to the non-commercial, professional man, the doctor and lawyer, 
et cetera, and the man who has security under section 88, who is a merchant?— 
A. Well, when a man is borrowing under section 88, naturally he is a manu- 
facturer or something, and he requires a great deal more money to carry on his 
business than the average individual in the small town. But when it comes to 
how much money can a man loan, then we are governed by whatever his limits 
are, say $2,000. It covers any kind of loan. 

Q. It covers any kind of loan?—A. Yes, any kind of loan. 

Q. We will take any small branch you like; you didn’t mention any, but 
any small country branch where the limit is $2,000; and in that locality there is 
a merchant who is carrying a stock of goods of $20,000. Would your manager 
have any discretion in the matter, or would he have to refer to his inspector as 
to what he should loan under section 88?—-A. No, he would have discretion, 
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Q. Only $2,000?—A. That is all. Over and above that he would have to 
refer to his superintendent to get the credit authorized. 

Q. No matter what the security was?—A. Broadly speaking, no matter 
what it was. It is, however, like everything else, if a man comes in and has 
$30,000 in Dominion of Canada bonds or something like that, and if the man- 
ager’s discretionary limit is $5,000, and he would not loan the applicant $25,000, 
we would probably tell him he should have his head read. 

Q. It is not a hard and fast rule?—A. No. It depends on the judgment of 
the man who is loaning the money. If we find a man who takes advantage of 
his opportunity and is continually loaning beyond his discretionary limits and 
he turns out to be a poor lender, he is liable to get rolled over a barrel or some- 
thing like that. 

Q. If during 1928 and 1929 he was exceeding his limit and making a lot 
of money, he probably got a promotion?—A. Well, he probably was somewhat 
exceeding his limits. 

Q. Apart from the instruction given in 1927, calling to the attention of your 
managers that we were going through an inflationary period and they must 
take every means possible to restrict loans, were any other instructions of that 
nature given since that date?—A. 1927 and 1928? : 

Q. Yes?—A. 1927 and 1928 and 1929. The critical periods were 1927 and 
1928. We jumped on these fellows in 1927. In 1928 it got more acute and by 
1929— 

Q. Well, in 1929 and 1930, did you hit them with the hammer or jump on 
them?—A, We did not hit them with a hammer, We jumped on them. 

Q. Is that so?—A. Just about. We would not do it in 1929. 

Q. You actually gave instructions to your bank managers in 1929 and 1930 
that loans must be curtailed; is that a fact?—A. Now you are talking about 
speculating? 

Q. Let us talk about anything that you lke. 
anything. 

Q. We will talk about speculation first?—A. Stock loans are entirely differ- 
ent from ordinary loans. 

Let us take stock loans first-——A. All right. 

You told them to curtail first of all in 1927?-A. And 1928. 

And 19292—A. Yes, with regard to stock loans, to keep them down. 
To keep them down?—A. Yes, that is correct. 

Q. Then in 1930 you said, “Don’t give them anything”; is that it?— 
A. Oh no. At no time did we shut off on our men making all sorts of loans. 

Q. May I ask you this—and I am coming to the same thing that I was 
discussing with Mr. Dodds this afternoon—are you in any way responsible for 
the deflation in the value of stocks and bonds and other securities? I want to 
be quite frank; that is what I am trying to get out of you?—A. I would say no. 

Q. If you forced your clients to sell, that would depress the market, would 
it not?—A. It would to a certain extent, but we did not say if you got a loan, 
“Now, clean out, clean house.” We made him reduce his loan to the point 
where we felt that the man could carry it. It is an entirely different thing, 
selling 100 shares from selling 1,000 shares. It is an entirely different kind of 

olicy. 
Q In the old days it would not have hurt probably; it would probably not 
have hurt a man to have been told to sell 1,000 shares, but in 1931 and 1932, 
if you told him to sell his 100 shares you put him on the street or on relief, 
is not that the fact?—A. Well, of course these fellows are optimistic. They 
think the stocks are going up. I suppose we would all be the same if we had a 
few hundred shares. 

Q. There is no doubt about it that the policy, and the deliberate policy 
after the panic came along was to insist with your branch managers that they 
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would be more careful, and not only be more careful in stock loans but that 
they would not loan any money at all in stock loans, is that not right?— 
A. No, that is not correct. We had no particular concern about stock loans 
after the crash in 1929. In fact, there were not many people left who had 
money to buy stock at all. But we were not concerned about ordinary stock 
loans after 1929, because the deflation of that particular aspect was pretty 
well over. 

Q. Have you the figures, or have they been produced as to the stock loans 
in 1927, 1928, 1929, 1930, 1931, 1932 and 19338, from the different banks in 
Canada?—A. You mean all the banks? 

Q. Yes, all the banks?—A. That could be found. 

Q. Mr. Tompkins perhaps has it?—A. That could be found without 
difficulty. 

The CHstRMAN: The witness may not be familiar with the tables here, but 
you can get them from Mr. Tompkins. It is public information. 


By Mr. Power: 


Q. If it is public, it is all right. However, I have the figures here before 
me. This is a government return; I think I have the figures here. It is a return 
to an order of the House of Commons, April 10, 1933, showing as of October 
31 of each year from 1914 to 1983 inclusive, call loans in Canada, and the 
total bank deposits in Canada, but I am not asking about that. It is just the 
call loans in Canada that I want. It shows this, that call loans in Canada 
rose from $74,000,000—I am speaking in round figures—in 1915, to $268,000,000 
in 1929?—A. That was during the war. 

Q. Would that ‘be pretty well right?—A. 1929, $268,000,000. 

Q. It may be from a different date; anyway, there has been a steady 
increase in call and trade loans in Canada from 1915 until 1929?—A. You could 
begin about 1924 and 1925, then you begin to see. It was then on an ordinary, 
even keel more or less. They began to run up in 1926. 

Q. I will just give you the figure for 1915, which was roughly $74,000,000; 
then in 1924 it was $113,000,000?—A. Yes, that is correct. 

Q. In 1925, it was $130,000,000?—A. That is correct. 

Q. In 1926, it was $148,000,000?—A. That is right. 

Q. In 1929, it was $268,000,000?—A. Yes, $268,000,000. 

Q. That was at the time when you were writing letters and telling your 
clients, “ Don’t buy stocks’?—A. Yes. 

Q. How could they buy stocks unless they had money? You must have 
been lending money all this time?—A. Well, from 1928 to 1929, there was not 
any tremendous increase there. It started in 1927. You take in October, 1927— 

Q. You started in 1927?—A. $210,000,000. 

Q. You started advising them to be careful?—A. 1927 and 1928 loans ran 
to $249,000,000. 

Q. In 1928 you were still advising them to be careful, and, did you say, 
Jumping on them?—A. Well, yes. 

Q. The amount was $249,000,000?—A. But you are only getting an increase 
of $30,000,000 with the whole of Canada. That is not a terrible lot, and that 
includes all the banks. 

Q. In the year of the grand crash there was $268,000,000?—A. Yes, and 
that went off to $250,000,000 in the month of November. 

Q. Then you said you had no more trouble over the stock loans after the 
crash, but still in 1930 you say there was $214,000,000 on call loan?—A. They 
were gradually going down. 

Q. Not only gradually; when you come to the next you will see they were 
gradually going down. It is then when you applied the hammer. I am sugges- 
mee hammer was applied after the crash instead of before?—A. No, that is not 
right. 
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Q. Because in 1930, loans were $214,000,000; in 1931, they were $158,000,000, 
and then for some reason or another they went up in 1932. In 1933, you 
jumped on them with both feet, because loans then were only $110,000,000? 
—A. No, that does not follow, that because call loans went down, we were the 
cause of putting call loans down. The whole psychology had changed. The 
public were fed up with gambling. What they thought they were going to make 
millions of dollars out of did not materialize. 

Q. Do you think the public are fed up with gambling?—A. I think the 
public always have gambled, and I think they always will, but it will come 
in cycles. 


By Mr. Lawson: 


Q. As the relative market value of the stocks went down, these loans went 
proportionately down?—A. Yes, that is it. 


By Mr. Power: 


Q. I don’t want to repeat this, but there seems to be some discrepancy 
between the argument adduced here this afternoon by the other witness, that 
you started warning people in 1927; your warnings were not worth very much? 
—A. Well, there was no question they had enough of them. 

Q. They had?—A. I don’t think there is any question about that; they 
must have, because the public were just in the frame of mind to buy anything. 
If we hadn’t put the dampers on, I don’t know where we would have gone. 

Q. I am not debating it. I am trying to see whether we cannot agree 
on the fact that the banks, not through their own fault, were obliged in order to 
keep their clientele, to advance money on speculative securities during this 
boom time? I am not blaming you a bit for it at all. When I made money 
on the stock market, I didn’t thank you, and when I lose money on the stock 
market I am not going to damn you, and everybody else should take the same 
attitude. But is there any doubt about it that you continued to advance money 
for stock market speculation?—A. You mean—? 

Q. During the height of the boom—A. In other words, the banks continued 
to make some loans for stock during that period; yes, of course. 

Q. I won’t argue with you; the figures are there?—A. Well, we did. I 
don’t beat around the bush about it; we did, but we didn’t let them run wild, 
as the tendency was. If we had, dear knows where we would have landed. 

Q. If you hadn’t put the blocks to that, so to speak, loans might have run 
up to $500,000,000?—A. That is quite true, perhaps. 

Q. So, to that extent, the public of Canada should be grateful to you?— 
A. And in addition to this you must bear in mind, also, there are government 
securities and municipal securities included probably in some of these columns. 

Q. Municipal securities?—A. All these call loans, they are not all against 
stocks. Many of these loans are against bonds. 

Q. You say they are against bonds?—A. Call loans against bonds. You 
cannot distingush between the two of them. 

Q. These men who had really good securities, such as bonds, must have 
been forced to sell them in 1931, 1932 and 1933, because your call loans decreased 
enormously ?—A. They might have, or might not have. 

Q. That seems to be a logical conclusion from you first statement?—A. I 
don’t think there is any question but that there was a tremendous liquidation 
in 1929, but it is not on the banks forcing it. It was voluntary. The big per- 
centage of liquidation was voluntary. I know one important house, in Toronto, 
with loans of several millions. They had everyone of their clients out before 
the crash of 1929, and they had no call loans whatever. They were not carrying 
any call loans when the trouble came, That was going on all over, 
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Q. I don’t want to delay you too long; it won’t take me a minute—what 
about commercial loans now. Certain loans‘sunk voluntarily you said approxim- 
ately $50,000,000. Have you any idea how much commercial liquidation was 
forced by the banks?—A. There would be very little. 

Q. You say there would be very little? —A. Here is my own statement about 
what happened in my commercial loans in 1929 to 1934. There was a liquida- 
tion there of $160,000,000. We did not force the $160,000,000. It came about 
through a natural process. I have no doubt there were some cases where 
there was liquidation forced, but, in the long run, a lot of that liquidation was 
done by the customers themselves. Then we have to bear in mind the values, as 
of February, 1934, in comparison with the values, as of 1929. 

Q. Inventory values?—A. Inventory values, taking that much less money to 
do business. 

Q. Were there any instructions given, in 1927, and 1928, with respect to 
commercial loans, instructions to managers to call in their commercial loans?— 
A. No. At no time were we not fully prepared to loan any commercial account, 
so long as the company was in good standing and there was justification for us 
loaning the money. I think that is one feature you want to bear in mind, that 
notwithstanding this speculation, at no time were the banks in this country 
not prepared to loan their commercial customers, if there was justification for 
making such loans. 

Q. Of course, that is always taking into consideration the fact that the 
inventories of your clients had materially decreased and so you had to call 
upon them for more margin; they put up more collateral, or put up life 
insurance policies or, if they were in joint stock companies, get personal 
guarantees, or guarantees of their own property, and so on?—A. You are talking 
largely about section 88 loans. We usually have a wide margin on such loans. 

Q. Yes, section 88 loans?—A. Section 88 security on goods and accounts 
receivable; you see, if a customer runs his business well, there is a pretty wide 
margin there, that would provide for any ordinary deflation, 

Q. But the margin was not sufficient to deal with this depression, was it?— 
A. In very, very few cases—I asked our men, just before I left, how many 
organizations, important organizations, did you need to liquidate during the 
whole of this depression—and there are very few. In the cases where they were 
liquidated, it was largely their own fault. 

Q. Yes, I quite grant you that, in many cases, you found that there was 
bad management and that probably that bad management was not so evident 
prior to the crash?—A. That is always bound to be. 

Q. But, after the depression came on, you noticed the management was bad, 
so you had to squeeze, those people?—A. But we had very few accounts that we 
had to liquidate. I am talking about commercial accounts. 

Q. I had this statement made to me, in a letter, the other day, referring to 
a large loan carried by another bank, a loan which practically amounts to a 
frozen loan, a pulp and paper loan, and it amounts to say $10,000,000; the 
statement made to me was that 10,000 small borrowers of $1,000 had to be 
called upon in order to support that $10,000,000 loan. May I get the “low- 
down” on that story ?—-A. I would say that is all bunkum. 

Q. What is that?—A. I would say that is not the case, that ten small 
borrowers— 

Q. Ten thousand borrowers of $1,000 had to be called on by this bank to 
support the $10,000,000 which was frozen?—A. I do not believe that there is 
any bank in Canada that would call loans to a lot of small men so as to be 
able to carry a great big account. I can not swallow that statement. 

Q. You don’t think there is any truth, or vestige of truth, in that statement? 
—A .I don’t believe there is any bank that would do it. 
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Q. Thank you very much. 
The Cuatrman: Who is next? 


By Mr. Lawson: 

Q. I would ask Mr. Logan if ordinarily the rate of interest on call loans is 
lesser, or greater, than the rate of interest on commercial loans?—A. The rate 
of interest on call loans should be a half to one per cent higher. 

Q. A half to one per cent higher?—A. Yes, a half to one per cent higher. 

Q. Higher?—A. Than the ordinary commercial loans. If a man gets a 
loan for speculative purposes, he should pay a higher rate for it than a man 
who is carrying on an ordinary commercial business. 

Q. Yes, well then I misinterpreted your first answer. The rate for call 
money for speculative purposes is higher than the rate for ordinary commercial 
purposes?—A. It should be one-half to one per cent higher. 

Q. And then, in 1929, there was such an extraordinary high rate for call 
money, out of all relation to the rate for commercial loans; that was because 
of the speculation which was prevalent at that time?—A. Yes, but the very 
high rate for call money was in New York. 

Q. Right?—A. Not in Canada. 

Q. Quite so?—A. We raised rates in Canada and justifiably so; we raised 
it to 7 and 73. 

Q. I see. The extraordinarily high rate for call money in New York was 
because of the demand for money, including credit in the term money, by 
reason of the speculative field?—A. Absolutely. 

Q. And that attractive rate attracted foreign money to New York through 
your bank for loan purposes?—A. That is correct. 

Q. And in respect to these transactions, J presume your bank, being an 
agent, had no control over the purposes for which that money was to be loaned? 
—A. That money was sent to us to be put out on the street, and earn as much 
as it could earn. 

Q. Yes. Then, Mr. Logan, you outlined to Mr. Power that for the purpose 
of advancing speculative operations there was available, first, the money which 
the bank might loan on call-loans on security; second, the foreign money which 
came into the country; and I think you mentioned a third source, private cor- 
porations?—A. Private corporations are always an important factor in putting 
money out to work, both in Canada and in the U.S.A. 

Q. It occurred to me, Mr. Logan, that there was another very responsible 
group for advancing credit for speculative operations which you did not men- 
tion; namely, brokers short-selling operations?—A. Well, I don’t know. We 
have not seen any great evidence of any such short-selling in Canada. 

Q. Would broker’s short-selling operations in turn not make available to 
the broker a larger amount of credit which he could extend to his customers, for 
the purposes of marginal accounts?—A. We have seen no evidence of that. 

Q. I see?—A. Not to be of sufficient importance that it would be a factor 
in the money market. 

Q. But the point I wanted to come to, ultimately, was that of all these 
sources available for advancing speculative operations, the only source which 
the banks could control, on their loan rate, was the amount of money which 
the banks in Canada loaned on security by way of call loans?—A. In Canada. 

Q. In Canada?—A. That is right. 


By Mr. Bothwell: 
Q. I suppose you call a farm loan, a loan to a farmer, a commercial loan?— 
A. Usually we classify them separately, farmers and commercial. 
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Q. You classify them separately?—A. We classify them separately, just 
because we want to keep track of them. 

Q. Would it be possible to get the figures for farm loans over a period of 
years, the same as we had for call loans?—A. We had loans to farmers at the 
end of 1929, $32,200,000; we had loaned to farmers on the 28th day of February, 
1934, $20,000,000. We have 22,000 borrowing farmers, between Winnipeg and 
Calgary. 

Q. What was the amount in 1929?—A. 1929, $32,200,000 for the whole of 
Canada. 


By Mr. Irvine: 


Q. That is, your bank alone?—A. That is my bank alone. 

Q. These figures apply to western Canada?—A. No, that is for the whole 
of Canada. 

Q. Have you any idea of the amount in western Canada?—A. No, this is a 
classification of all the loans in Canada. 


By Mr. Vallance: 


Q. The point has been raised, Mr. Logan, that during the past few years 
it has been the policy of all the banks, with farm loans, to take every item of 
security that the farmer could give, I think; and then refuse to make a loan to 
help him finance his farming operations—can you say anything as to that 
charge?—A. I think you have to take that with a grain of salt. What you 
have to bear in mind, in the first place, is what Mr. Dodds spoke about this 
afternoon, about these various prior liens, where the government and others 
come in ahead of the claim of the banks; then you have to bear in mind, also, 
that a great many of the farmers have obligations in many directions. Now 
then, if we are going to carry the farmer and look after him; if we are going to 
put up the money we have got to see that the implement company is not going 
to eat it up, or anybody else eat it up; then we should know where it is going— 
if we carry the farmer along we should be in a preferred position. Now, I 
know the idea is that the banks are not loaning to farmers. Before I left Toronto 
I wired out to our western superintendents asking to how many farmers we had 
loaned last year. We loaned 10,000 farmers, in the prairie provinces, last year. 

Q. New loans, Mr. Logan?—A. New loans. 

Q. To what would they amount?—A. They would be about $150 apiece, or 
somewhere in that vicinity. 

Q. I would like to ask another question arising out of these charges that 
have been made. Farmers complain that they have not been able to get loans, 
in recent years, to carry on their ordinary necessary farming operations 
although, in past years, they had a substantial line of credit. Now, have there 
been any instructions from the head office of the bank to the branch managers 
to restrict loans to farmers?—A. We have had to watch farm loans, and other 
loans, naturally more carefully during this period, which is a period such as 
no one has seen in a life-time, much more carefully than we have had at any 
other time. If a farmer is in good standing, if he is not loaded up with debt, 
then that farmer will not have any difficulty whatever in borrowing for his 
ordinary requirements. If, on the other hand, that farmer is loaded with debt 
—as many of them are—he will have to work out his salvation the same as 
you, or I, or anybody else, will. I do not know what the solution is, especially 
where he has debt on all sides. 

Q. Well, am I to take it from that, that the policy of the bank still is to 
loan money to the farmers in order to carry out the ordinary operations, so 
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long as that money is not going out for the benefit of some machine company, 
or other creditor?—A. Absolutely, so long as we know that we are protected and 
we will get the money back. 


By Mr. MacMillan: 

Q. Have you any detail showing the experience of the banks in regard to 
farm loans, I mean to say the experience so far as the ordinary loan is con- 
cerned; you make loans to farmers and to business people, you make them for 
certain purposes?—A. Ordinarily those loans to farmers are made in the spring, 
with the idea of getting the money back in the fall. That is what we expect 
in the province of Ontario. 

Q. Have you any table showing how many farm loans are not paid at the 
time of maturity, that is, farmer loans as compared with other loans?—A. A 
great many of the western loans are over due, but we are still carrying them 
along. 

Q. Then they do not liquidate as rapidly as the others?—A. No, because, in 
a great many cases, they went in too deep, had too many obligations in other 
directions. 


By Mi. Fraser (Cariboo): 

Q. Mr. Logan, somebody spoke here to-day about frozen loans, and I 
would like to ask you this question: How do your frozen loans, that is, com- 
mercial frozen loans compare with your stock market frozen loans; in which of 
those two classes have you the most frozen loans; have you any way of telling 
that?—A. No, I am afraid I have not. 

Q. Well, let me ask you another question: You have answered questions 
now about stock market loans and farm loans; what about commercial loans, 
what is the total amount of your commercial loans, 1929, compared with 1934? 
Before you start, have you those commercial loans divided into classes?—A. 
I have. Let us take food products, we had loaned $78,000,000 in 1929, com- 
pared with $42,000,000 loaned, at end of February, 1934. That can be sub- 
divided, I think, into bakeries, $1,214,000, in 1929, as against $2,000,000, now. 


By Mr. Irvine: 

Q. Is this for 1929?—-A. 1929, in comparison with 1934. Fish, including 
packers and dealers in a large way, $2,300,000, in 1929; $600,000 now; flour 
millers and flour exporters $11,000,000, in 1929; $4,900,000, now; fruit and 
vegetable canners and fruit exporters $1,300,000, in 1929; $1,100,000, now; 
grain dealers, grain exporters and seed merchants, $56,000,000, in 1929; $32,- 
000,000, now; meat and meat packers $4,300,000, in 1929; $581,000, now. 
Lumber, $13,100,000, in 1929; $6,300,000, now. Manufacturers, $41,200,000, in 
1929; $20,500,000, now. That is sub-divided as follows: Agricultural imple- 
ments, $2,800,000, in 1929; $3,900,000, now; automobiles, $1,191,000, in 1929; 
$447,000, now; automobile dealers and agents, $3,270,000, in 1929; $1,200,000, 
now; brewers and distillers, $3,371,000, in 1929; $1,900,000, now; builders’ 
supplies $1,400,000, in 1929; $465,000, now; furniture, $2,300,000, in 1929; 
$1,149,000, now; iron, steel and metal products of all kinds $11,550,000 in 
1929; $5,200,000, now; mining $2,800,000, in 1929; $683,000, now; rubber and 
rubber goods, $1,138,000, in 1929; $268,000, now; textiles, cotton, silk, woollens, 
wearing apparel, etc. $8,500,000, in 1929; $4,000,000 now; tobacco, cigars and 
cigarettes, $716,000, in 1929; $547,000, now; oil refineries, $1,375,000, in 1929; 
$567,000, now. Contractors, builders and dealers in builders supplies, $7,800,- 
000, in 1929; $3,300,000, now. Loans to customers for building purposes 
$6,000,000, in 1929; now, $4,000,000. Wholesalers and retailers of all kinds, 
that is, throughout the country, importers and exporters and everything in that 
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line, $29,600,000, in 1929; and $13,000,000 now. Public utilities, $6,000,000, 
in 1929; now; $17,700,000. Shipping, $1,200,000, in 1929; now $875,000. 
Financial $17,600,000, in 1929; now $3,000,000; that is sub-divided as follows: 
Finance companies, $12,000,000, in 1929; now, $602,000; banks and bankers, 
$123,000, in 1929; now, $4,000; trust companies, mortgage companies and 
insurance companies, ‘$5,400,000, in 1929; now, $2,474,000. Loans against stocks 
and bonds, in 1929, were $89,000,000; in comparison with $47,000,000, at the 
present time; to brokers and bond dealers $55,000,000, in 1929, now $30,000,000. 
That is the usual statement you see in the call returns, loans to brokers. Sundry 
loans on stocks in November, 1929, were $34,000,000; now $17,000,000. Loans 
to private individuals and sundry traders, $22,000,000, in 1929; now $15,000,000. 
Governments, etc., $42,000,000, in 1929; now, $39,000,000. Trade bills dis- 
counted and sterling and foreign bills of exchange purchased, $21,000,000, in 
1929; now $9,000,000. I think that classification goes pretty well through the 
list of our borrowers. 


By Mr. Bothwell: 


Q. Just as a matter of record, Mr. Logan, would you mind putting in the 
farm loans from 1927 on?—A. It is extremely difficult to supply that informa- 
tion. I do not believe I could. 

Q. Well, you were able to give that to us for 1929—-A. Yes, but we 
started away back a number of years ago getting out these classifications for 
ourselves, and then periodically we get the branches to send us in this informa- 
tion. We can do that only when we ask for it as a special return. 


By Mr. Coote: 


Q. Mr. Logan, I think in your initial statement you said that farm prices 
had dropped perhaps more than anything else, and I wanted to ask you, if, 
in your opinion, men who have been depending largely upon the production 
of wheat and cattle , which I personally think they have sold at less than cost 
for perhaps three years, can afford to pay 7 per cent, or perhaps 8 per cent, 
on these loans which in many cases I know are past due?—A. They can afford 
to pay it. The cost of money in the budget of a commercial man or a farmer 
is a relatively small item; I think it is always magnified. Take the farmer who 
borrows ‘$500 or $1,000 for the year at 7 per cent, now then, whether he pays 
6 per cent or 7 per cent the actual difference to that farmer for a year is $10. 
That $10 is not the difference between success and failure. Take the com- 
mercial man who borrows $100,000, he turns his goods over four times a year 
we will assume, that means $400,000. Now, whether he pays 1 per cent or 
more on a loan of that magnitude with the turn over of that money, it is less 
than 25 cents per one hundred dollars on each one hundred dollars worth of 
goods. 

Q. Well, if a man owes $5,000 the difference of 2 per cent on his year’s differ- 
ence would amount to $100?—A. It counts up, there is no doubt about it. 

Q. I would just like to bring to your attention—I don’t know whether as 
general manager it would come to your attention—the case of a farmer in Alberta 
who had a loan of something over a thousand dollars; this would be a year ago, 
and that winter he was compelled to go into town, once a month, and renew that 
loan at 8 per cent and, of course, there was no possibility of that farmer paying 
that note until he got another crop. Is that a general banking practice, is it 
proper banking practice?--A. I would have told the bank manager “to go roll 
his hoop,” if he did that to me. It is not decent treatment. I think if a case 
of that kind were placed before the superintendent of any bank he would not 
stand for it for a minute. 

Q. If the matter were brought to your attention you think it would have 
been remedied?—-A. Absolutely. I would have gone right after that manager. 
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Q. I suppose your earnings have been cut considerably in your interest 
account?—A. They certainly have; “the skids have gone from under.” 

Q. Well, would that be the reason for a custom which is becoming very 
general in the banks of insisting on a charge of so much for every cheque that 
goes through a customer’s account, unless he carries a minimum monthly balance 
of perhaps $300?—A. He is entitled to pay a service charge. I will tell you one 
thing which everybody seems to forget; They say the bank’s money costs 2 per 
cent or 25 per cent. The bank’s money does not cost 24 per cent; it costs more 
like 44 per cent. 

Q. Is that a practice in all your branches?—A. I am talking now about the 
cost of money, you are talking about a service charge. 

Q. Yes, I am talking about a service charge?—A. If we have a service 
charge, there must be a reason for it, I mean where there are a lot of cheques 
and the account is not profitable. 

. In many cases, I believe, they insist on a minimum charge of $2.50 per 
month, did you know that?—A. No, I cannot say about that. I think that 
depends on whether we do the fellow’s bookkeeping or whether he does it him- 
self. If we have to keep the books, and supply the stationery, then there is a 
justification for some reasonable charge. 

Q. Is it the general practice to charge to a customer, say 25 cents, for every 
cheque which he deposits for which there is not sufficient funds and it has to be 
charged back to his account?—A. Well, he should be charged, if he is not. 

Q. When was that practice initiated?—A. I do not know that there is such 
a practice, but you say that he puts in a series of cheques which are never paid 
and they are charged back. 

Q. I did not say anything like that. I said sometimes a man may deposit 
a cheque and afterwards it is found that there is not sufficient funds to meet that 
cheque and it is charged back to his account and there is a charge made against 
his account, a debit slip put in for 25 cents and I would like to know whether 
that is the general practice?—-A. I would like to know if that cheque was sent 
out of town. If it were an out of town cheque there might be some justification 
for it. that is, if it were a cheque received in Toronto, from Ottawa, and had to 
be sent back to Ottawa. 

Q. One man has sent to me some information—and I regret that he does 
not give me the privilege of using his name but I have the vouchers in my 
possession, they are from The Bank of Commerce and there are a lot of them— 
and 25 cents is the charge to his account, whenever there has been a cheque 
deposited for which there were not sufficient funds?—A. Where does he live? 
Was it an out of town cheque? Was it drawn on a bank in a big city? Was it 
a city where there were a whole lot of branch banks? 

Q. Not very many branch banks. It is nm Nova Scotia, and I am trying 
to find out whether that is a general practice of the bank and whether you think 
it is really justified. 

The CHatRMAN: I must say to you, Mr. Coote, that I never heard of it, in 
my career. 

The Witness: Unless it is a local clearing house charge, I cannot under- 
stand it. If you will give me a memorandum of where it was, I will follow it 
up. 

Q. I wish you would look into that matter, Mr. Logan—A. Well, if you 
will give me a memorandum of where it is, I will follow it through and look 
into it. It may be an isolated branch. 

Q. Then I have had this complaint made to me, Mr. Logan, that people 
have had forms presented to them to sign, when they opened an account, and 
there is quite a lot of material printed on that form and they are told that that 
is Just the ordinary form which every person must sign, and afterwards they 
find out that in that form there is authorization to the bank to charge them 
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so much for every cheque that goes through the account; does your bank use 
such a form?—A. There is a form, an agreement, but the banker should explain 
to a customer what he is signing. 

Mr. Spencer: I have one of the forms here. 

The Wirness: I wish you would let me see it. 


By Mr. Coote: 

Q. I was wondering whether you would object to filing—just for the infor- 
mation of the committee—the forms of that nature that are used?—A. There 
are waivers of protest, and such things. 

Q. Are these forms printed at head office and sent to the branches, Mr. 
Logan?—A. That I cannot tell you. 

Q. I would like to go back to the matter of interest charges, for a moment, 
and I would like to ask you, as the manager of a big financial institution, in 
the case of farmers who have been unable to meet their obligations—in view of 
the fact that they have not been getting enough out of their crop or out of the 
sale of their stock during the past few years—whether it would not be good 
business, on the part of the financial institutions, to agree to reduce that rate 
of interest down to 5 per cent? I am not fixing a certain rate, but would not 
that be good business?—A. We have reduced the rate, as you know, from 
8 to 7. If we made any sort of a general reduction from 7 to 5 then everybody 
would want a similar reduction, and there is no question about it, it would cost 
us a lot of money. I think that is a matter of negotiation with each individual 
customer. If he is in difficulty, and he cannot get out of the hole, the banks 
do not want to push him off the land, they want to see him through, but, if 
he can pay, they expect him to pay. 

Q. I heard recently of a grain company in Winnipeg that could not borrow 
from the banks there at less than 6 per cent for their grain carrying account 
and they went to New York and borrowed the money at something between 3 
per cent and 4 per cent?—A. That is correct. 

Q. And I was wondering whether it would not be good business for the 
Canadian banks to reduce the charge for carrying this grain account down to 
where the interest charge would begin to correspond to the price of wheat and 
hold that business in Canada?—A. Let us get down to brass tacks. We have 
got $400,000,000 in deposits that cost us on the average 2 per cent. In addition 
to that we have a payroll of over 5,000 people, say $7,500,000, and we have, in 
addition to that, $1,800,000 in taxes a year, and many other things, and when 
you capitalize it all that money does not cost us 2 per cent, it costs us 44 per 
cent. How can we provide for bad debts, etc., when our money costs us 44 per 
fe and lend it to some grain men for 3 per cent? We can do it only by going 
pe USiteme 

Q. You would be loaning just that much more, would you not?—A. Oh, no. 
The more we lent the more we would lose. 


By Mr. Sanderson: 

Q. Mr. Logan, I would like to ask a qtestion: Is it not a fact that your 
bank has a large call loan business in New York?—A. We do ordinarily. There 
is no call loan business in New York, now, to amount to a hill of beans. 

Q. But going back three or four years ago?—A. Oh, then it was tremendous. 

Q. If my recollection is right, I think that Mr. Dodds stated that the Bank 
of Montreal never lost a dollar, on call loans, in New York. Is that the 
experience of your bank?—A. I would say absolutely the same experience. 

Q. Well then, you would not say that of call loans in Canada?—A. Our 
loss on call loans in Canada is insignificant. 

Q. Do you mean insignificant now or going back four or five years ago?— 
A. It always has been insignificant. Qur losses on call loans are insignificant. 

‘id But you have had some losses?—A. Very small; the percentage is very 
small. 
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By Mr. Perley (Qu’Appelle) : 

Q. I understand your loans in Canada amount to something over 
$600,000,000?—A. The total loans in Canada or ours? 

Q. No, the total loans of all the banks—A. Oh yes, the total loans of all 
the banks are about $1,150,000,000. 

@. Your total loans are?—A. Our total loans in Canada are $245,000,000 
roughly. 

Q. And your total loans to the farmers?—A. Our total loans to the farmers, 
at that same date, amount to $20,027,000. 

Q. That is, the agriculturists who are producing more new wealth than any 
other industry in Canada have a very small proportion of the total loans?— 
A. Oh, no, the farmer, if you follow this statement when you get it, is getting 
proportionately as much as most other industries, especially when you include 
food and dairy products and things like that. Our total loans in that direction 
are $61,000,000. 

Q. That is separate from this $20,000,000?—A. I think you will have to 
see this statement in order to arrive at just how it is made up. 


By Mr. Fraser (Cariboo): 


Q. Is that to be printed in the record?—A. Yes, I understand it is being 
printed in the record. 


By Mr. Perley: 


Q. I think one of the main complaints of the farmer in the west is that, 
up to 1928, generally the farmer had a line of credit that was practically con- 
sidered on the moral risk. It was not general that he gave any security 
to the bank. The bank took a statement each fall and on that statement they 
issued his line of credit. When the depression period came on the banks started 
to take security. Say a farmer had a half section clear and his chattels clear. 
Previous to that depression he had been given a loan each year, but now, to 
secure that loan, they have taken the security and when they get that they have 
discontinued giving him any further loan and he is handicapped, if he cannot 
carry on in the usual way?—A. I do not think that is correct, unless he were so 
tied up with debt that the bank felt they could not get their money back. I 
think every bank in this country is tremendously tied up with loans to farmers. 

Q. There is no doubt about that, but remember that 45 per cent of the 
farmers in Saskatchewan have no mortgages, and it is claimed that these men 
have to go to the municipalities to get certain guarantees of their accounts to 
buy gasoline and repairs. 

The CHarrMan: What about your legislation out there, Mr. Perley? 

Mr. Perury: I think the legislation complained of has come only within 
the last two years. They always had liens, thresher liens and seed grain liens. 

Mr. Coore: I asked the question this afternoon whether in Alberta there is 
not a prior lien for binder twine and I was told it was a matter of law. If the 
bank is going to complain of that they should tell us what these liens are. 

The CuarrMAN: Of course the legislation will speak for itself. 


By Mi Oi 

Q. You told us the loans to individual farmers amounted to $20,000,000. Is 
that for your own bank or for all banks?—A. Just for my own bank. 

Q. Could you sub-divide that and tell us how much of that is loaned to 
farmers in the Maritime Provinces?—A. It is not divided according to provinces. 

Q. Am I right in saying that a very, very small percentage is loaned to 
farmers in the Maritime Provinces?—A. I would say a relatively small per- 
centage of that is loaned east of Winnipeg. We have no big loans in Ontario 
or Quebec, or the maritime provinces. : 
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Q. Would it be more than 1 per cent in the Maritime Provinces?—A. It 
would be more than that, but I would not hazard a guess. 

Q. Well, how much is loaned to fishermen in the Maritime Provinces, I 
mean the actual fishermen, not men like myself; I would not like you to tell 
how much I have borrowed?—A. I think the fisherman gets his supplies from 
the supply house. 

Q. Well now, in addition to the $20,000,000 which you have loaned to 
farmers, in your brief I think you made the statement that, in 1930, there were 
some 230,000,000 bushels of wheat that had to be financed, is that right?—A. I 
was just making an estimate, that that would be the carry over at the end of 
the season. 

Q. Very well, take the carry over, that will suit my purpose fine—A. As 
I said, take the Canadian visible supply, in January, 1929, we will assume it 
was 230,000,000 bushels. I think it is a conservative estimate to say that at 
least two-thirds of it is carried by loans from the Canadian banks. 

Q. And did you say that the loans amounted that year to $168,000,000? 
—A. That would mean in January, 1929, 150,000,000 bushels of wheat were 
being financed in that way. The average price, in 1929, was $1.12. Wheat 
has since fallen to 59 cents, therefore to carry 150,000,000 bushels of wheat, 
in 1929, would take $168,000,000, but in 1934 only $88,000,000 is necessary to 
carry the same number of bushels. 

Q. Very good. So in that year the banks advanced for the purpose of 
carrying wheat $168,000,000°’—A. Well, that would be about the amount neces- 
sary to carry 150,000,000 bushels. 

Q. Mr. Logan, what securities did the banks have for that large sum of 
money, namely, $168,000,000?—A. We had section 88 of the Bank Act, and 
Terminal Elevator receipts. 

Q. Yes, what else?—A. That was the main security. 

Q. What about the guarantees?—A. You ask about the security? 

Q. Yes?—A. You have your borrowing customer; you have whatever his 
financial responsibility may be. 

Q. Yes?—A. And you have your grain, so that you can control it; you 
have a margin, and you have it hedged. 

Q. But, in addition to that, do you not have guarantees by somebody ?— 
A. Well, if it is a joint stock company you would have a guarantee for a 
reasonable amount. In some cases we do, but not always. 

Q. Do you not have guarantees from Provincial governments in some 
instances?—A. You are coming back now to the wheat pool question. 

_ Q. 1 beg your pardon?—A. You are coming back to the wheat pool, to 
specific cases. 

Q. You said in order to carry that 230,000,000 bushels of wheat the banks 
advanced $168,000,000?—A. Hold on now. I said there probably would be 
that amount of wheat, and I mentioned that two-thirds of that amount, namely, 
150,000,000 bushels of wheat, in 1929, as taking so much, and that it took so 
much less to finance the same quantity of wheat in 1934. 

Q. What I am asking you now is, in addition to section 88 of the Bank 
Act, whether you had as security the note of the company carrying that wheat; 
what other security did you have?—A. Are you referring to the wheat pools? 
Of course, the wheat pools were in an entirely different position from the others, 
because they were not hedged. 

Q. What position were they in?—A. The wheat pools made an initial 
payment; they carried the hedges themselves. Now then, when the market 
began to fall away, if it fell below what the initial payment was, and there was 
no margin left, the banks would be just out of luck. 


8268426 [Mr. 8S. H. Logan] 


402 SELECT STANDING COMMITTEE 


Q. But were the banks out of luck, or did they have other security?— 
A. They had only the security of the assets of the wheat pools up to the time 
when the Provincial governments came in and gave a guarantee. 

Q. What kind of guarantee did the Provincial governments give, in 1930, 
1931, 1932 and 1933?—A. I cannot give you that exactly because that was all 
closed out. That, I think, was all closed out, in 1929. 

Q. I thought they were not cleaned out till 1930?—A. No, I think in 1929 
they were pretty well cleaned up. 

Q. There was no guarantee by Provincial governments in 1929 and 1930, 
is that what you say?—A. Well, I am not positive of that. 

Mr. Vauuance: In 1929 the Provincial governments first of all guaranteed 
the pools, and then the Federal government stepped in, in November, 1930. 

The Cuatrman: Mr. Duff, let us not wander too far into this wheat pool 
business. 

Mr. Boruwetu: I think we might as well clear that matter up in order to 
get the correct date. The Act was passed in January, or February, 1930, by the 
Provincial governments. 

The Cuatrman: No doubt about the facts. 


Mr. Durr: Mr. Logan, in his brief, told us the quantity of wheat, the 
average quantity of wheat and what money the banks advanced. Now I am 
asking Mr. Logan what security the banks had for advancing $168,000,000? 

The CuarrMan: He told you. 

Mr. Durr: No, he did not tell me. 


The Wrirness: We had the security of the borrowing customer; we had the 
grain, either in terminal warehouse receipts, or under section 88; we would 
have that grain hedged and we would have a margin. 


By Mr. Duff: 

Q. You had no security, do I understand you to say, from the Provincial 
governments?—A. Now, hold on, you asked me what security we ordinarily hold 
for wheat loans—I am bringing out what it would cost to finance any 150,000,000 
bushels of wheat in 1929, in comparison with 1934. 

Q. That is quite right?—A. I was not mentioning any particular holding; 
I was speaking generally of wheat loans. 

Q. Quite right, but you opened the question in your brief, and that is the 
reason I have for bringing it up now, Mr. ‘Chairman. Mr. Logan, in his brief, 
mentioned the fact that there was a certain quantity of wheat on which the 
banks loaned a certain volume of money. Now, I say, as a member of parlia- 
ment and a citizen of this country—and as a borrower from the banks if you 
will—I want to know what security the banks had for the loaning of that 
money, or any other monies to the wheat pool or 'to anybody else in connection 
with that wheat. I will ask Mr. Logan, did they have in addition to what you 
said a moment ago, the security or guarantee of the governments?—A. They 
did. 

Q. They did?—A. Up to, I think, the end of 1929. 

Q. Did you also, at any time, have the guarantee of the federal govern- 
ment?—A. We had the guarantee of the federal government for the season 
1931-1932. 

Q. To what extent? 


The CuatrrMan: The committee has already, on another occasion decided 
you cannot answer. 


Mr. Durr: Not at all. 
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The Cuatrman: I am in the judgment of the committee. 

Mr. Durr: Not at all, this thing is opened on the fact— 

The Cuarrman: I do not care what it is opened on; I just point out that 
the committee has already decided this question. 

Mr. Dorr: It is not what you care; you are the chairman of this com- 
mittee, and I have the right to ask this question. 

The CuairMan: IJ have had the painful duty of ruling— 

Mr. Durr: You said at the last meeting you were in the hands of the com- 
mittee; that you did not ‘have the painful duty of ruling, you refused to rule. 

The CHatrman: But the committee did rule, and we tried to follow that 
out, and we will do so. 

Mr. Durr: Well, Mr. Chairman, I am making a statement that it is in the 
interests of this country that this situation should be known. 

An hon. Memperr: That is what Lapointe said. , 

Mr. Durr: I don’t care who said it, I am saying it, the people should 
know how much the Dominion government guaranteed the banks of this country 
to carry the wheat of the western provinces. The reason I want to know is in 
the interests of the Maritime provinces, where we don’t get any credit on any 
of our fish, lumber or anything else; and it is about time the rest of the people 
knew how much this government guaranteed to the western provinces in wheat. 

Mr. Irvine: Is that argument, or a question? 

Mr. Durr: I am going to ask the question. 

The Cuarrman: I will have to rule the question out, in view of the prior 
decision of the committee; it is up to you to appeal from that ruling if you 
want. 

Mr. Durr: I am going to appeal for it; I say I have a perfect right to have 
an anwer to that question. 


By Mr. Vallance: 


Q. On the point of order: Mr. Logan, you gave the figures as to the amount 
of money necessary, on a given date, to finance a certain amount of wheat, com- 
pared to 1934; let me ask you this question, when wheat starts to move in the 
fall, what takes place, as far as the bank is concerned? Let me put it this 
way; if a company in the grain business buy a thousand, or ten thousand, 
bushels of wheat at their elevators in the country, to-morrow they sell an 
option to cover the purchase; the bank demand that, don’t they?—A. Yes, 
they hedge. 

Q. And it takes a certain amount of money to buy the futures of the 
amount that they bought from the farmer the day previous?—A. They buy 
wheat from the farmer. 

Q. Sure they do, and it takes that much money to cover it; and to protect 
the bank you say they must sell them the next day, or option; that is the reason 
you say in 1929 when wheat was $1.12 it took $168,000,000 to handle that 
amount of wheat; in 1934, because of the fact that wheat got down to 59 cents, 
it took $88,500,000?—A. That is correct. 

Q. Now then, Mr. Logan, I want to ask you a question; if Mr. Duff will 
excuse me for taking more of his time. 

Mr. Durr: I wonder if we had not better decide one thing at a time. 

Mr. VaLuance: We are dealing with the wheat question, if you will let me 
ask this question. 


Mr. Durr: Don’t ask too many. 
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By Mr, Vallance: 

Q. Mr. Logan, you gave some figures here to-night of the amount of money 
that was loaned by the bank for specific purposes. You said there was a certain 
amount of money loaned for wheat, at a given date, and then you come down 
to 1934 and give the amount that was used, or was against wheat in 1934, and 
the question I want to ask is this; when is wheat in condition that the bank 
will advance money on it; in what position must wheat be before the bank will 
advance money on it?—A. As soon as wheat is delivered at the country elevator. 

Q. You will not advance money on it in the granary, or in the bin, belonging 
to the farmer?—A. I do not think we are ever asked to do that to any extent. 

Q. Oh yes, you are?—A, You mean on wheat, in the farmer’s possession. 

Q. Yes?—A. Yes, when I look back at it, we have loaned farmers against 
wheat under section 88. 

@. You are night; under section 88 the bank lends money to the farmer on 
wheat lying in his bin?—A. That is correct, but I do not think farmer’s loans. 
in that connection have ever been very big. 

Q. Do I understand now that the farmer may borrow money on wheat held 
at the farm?—A. The bank may lend the farmer the money with the security 
of the threshed grain on the farm. 

Q. Grain on the farm—what position must it be in? 


The Cuarmrman: It must be capable of identification. 


By Mr. Vallance: 

Q. Now, Mr. Logan, as a practical farmer J have never been able to go into 
your bank, The Bank of Cemmerce, and borrow money, unless I had a storage 
or elevator ticket. Now, the reason why I ask this is that I want to use this 
in an argument, or in evidence, against certain legislation that is proposed to be 
brought down; that I cannot borrow money, or get advances on wheat, until it 
is either in the local elevator, in transit, or at the head of the lakes. 

The Cuatrman: The authority is there now. 

The Wrrness: The authority is there—in the Bank Act. 

Mr. VauLANcE: I want to know, as security to the bank, just when wheat 
is negotiable. 

Mr. Durr: That is not a point of order raised by Mr. Vallance to be 
decided; I suggest that we get back to my question. 

The CHarrman: Mr. Duff has asked a certain question. I have ruled it 
out of order, for reasons already stated, and he has appealed from the ruling. 
The question is now, “Shall the ruling of the Chair be sustained?” Those in 
favour, please say Yea. Now, those opposed, please say, Nay. 

In my opinion the Yeas have it. 

Mr. Durr: Well now, perhaps I might ask Mr. Logan another question, in 
view of the fact that you, sir, as Chairman, have ruled against my question 
asking what amount of money the Dominion of Canada—not this government— 
guaranteed to banks for loans on wheat; I ask Mr. Logan if it is not a fact that, 
in 1933, the guarantee by the Dominion Government was over $100,000,000? 

The Cuatrman: Mr. Duff, do you think you had better pursue that line of 
questioning? 

Mr. Durr: Yes, I am going to pursue it as long as I can, Mr. Chairman. 

The Cuairman: I have to rule this out of order. 


Mr. Durr: Why? 

The Carman: In the first place it is not within the purview of the 
inquiry. 

Mr. Durr: Oh yes, it is. 
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The CHAtrRMAN: I beg your pardon, it is not. We are presently concerned 
only with section 2 of the Power resolution. 

Mr. Durr: “ The general policies adopted by the chartered banks to combat 
the effects of the depression, and to what extent the said banks are responsible 
for the drastic deflation from which the country suffered and is still suffering.” 

The CuarrMAN: Mr. Duff, may I ask you this question; Is it your object 
to get indirectly what the committee has already ruled you cannot get directly? 

Mr. Durr: Even if that is true, there is no reason why I should not ask 
the question and why I am not entitled to an answer. I say that we are asking 
the banks for certain information before we pass certain clauses of the Bank 
Act. I am therefore entitled to ask how much money the Dominion govern- 
ment guaranteed the banks with regard to wheat, and my reason for asking it is, 
I want to make a comparison with how much money the Dominion government 
or the provincial government guaranteed other industries. I think I am entitled 
to that. 

The CHarrmMan: Of course, if you are entitled to ask that question for 
1931, you are entitled to ask it for 1932, 1933, and 1934. Therefore I suggest 
to you, sir, that you are asking indirectly what the committee have already 
decided you cannot ask directly. 

Mr. Durr: No, I am not. 

The CuHairman: That is my view. 

Mr. Durr: I cannot understand Mr. Chairman, why this thing should be 
hidden under a bushel; why it should not come out into the light. What is 
there to be ashamed of? 

The Cuatrman: IJ do not know anything to be ashamed of. 

Hon. Mr. Mackenzin: It is hiding under bushels of wheat. 

Mr. Durr: Cannot you see the pun I am trying to make? Did the amount 
exceed over $100,000,000? 

The Cuairman: I shall have to rule that out of order, I am sorry, if you 
persist. 

Mr. Durr: I think you would be sorry, because I think it is most unfair 
to the people of this country, that this question should not be asked. 

The CuairmMan: There is no reason why it should not be discussed in the 
House, but not here. 

Mr. Durr: It will be discussed in the House, but it should be discussed 
here in committee first. I am going to discuss it in the House, if I am there. 
Mr. Logan, may I ask you if there were any amounts guaranteed by the govern- 
ment which were advanced to any other industries in this country, outside of 
wheat? 

The CHarrMan: I will answer that question. 

Mr. Durr: No. 

The CuatrMAN: I want to answer it. 

Mr. Durr: You are not a witness. 

The CuHairMAN: You say there was nothing done for the Maritime Prov- 
inces. What about the guarantee to the Dominion Iron, Steel and Coal 
Company? 

Mr. Hackett: Maritime freight rates. 

Mr. Durr: That was not a guarantee; that was a gift. 

Mr. Irvine: The C.P.R. 

Mr. Durr: I am opposed to it. 

Mr. Power: Maritime rights. 
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Mr. Durr: I am talking about ordinary commercial business, Mr. 
Chairman. I should like to know how much money was guaranteed the banks 
in regard to loans to their customers in other businesses in the Maritime 
Provinces? 

The Carman: This was all tabled in sessional papers the other day. 

Mr. Durr: Yes. Like Mr. Power, I do not reaa sessional papers. 

Hon, Mr. Ruopes: You will get it all in the forthcoming budget, Mr. Duff. 

Mr. Durr: Mr. Chairman, I am kind of scared of the budget, it has been 
so bad for the last three years. 

Hon. Mr. Ruoprs: I was not speaking of the budget as a whole; I am 
speaking of the government guarantees. 

Mr. Power: That is giving budget secrets in advance. 

Mr. Durr: Since I cannot get any information I think perhaps I am 
satisfied with the answers I did not get. You, Mr. Chairman, and others 
associated with you, must take the responsibility for not giving the public the 
information for which I asked. 

The CuatrmMan: The committee is sharing the responsibility. 

Mr. Lawson: All associated with you voted against it. 

Mr. Durr: Are you associated with me? Mr. Logan, can you as a business 
man, and banker, give the committee any idea as to—I see the Chairman 
cocking his ears; he is afraid I am going to ask an unfair question. 

The Cuatrman: I always pay particular attention to what you say, Mr. 
Duff. 

Mr. Durr: Thank you. Mr. Logan, as a business man and banker, can you 
give the committee your views as to what caused the depression in this country 
and other countries? 

Mr. Mackenzig: You are going C.C.F. 

Mr. Power: Where is our senior counsel, he will give you information on 
that. 

Mr. MacMituan (Saskatoon): Page Mr. Coote. 

Mr. Durr: I would not like to take Mr. Coote’s view; I should like to 
have Mr. Logan’s view. 

Mr. Lawson: I think that is beyond the scope of the inquiry. 

The Wirness: It is all covered in the first paragraph I read. 

Mr. Durr: Read it again. 

The Witness: ‘ This depression, as everyone knows, has not been merely 
a local calamity, but one which has affected the whole world. In Canada, one 
of the main causes of our economic difficulties was the rapid and continuous 
fall in the prices of those primary products which constitute so large a part 
of our exports.” 

Mr. Durr: I thought you said something about high tariffs in there? 

The Wirness: ‘The prices of our primary products, however, are deter- 
mined not in this country but in the world markets where they meet in com- 
petitive selling of other nations. No policy therefore could have been, or can 
be, adopted by Canadian banks which would help to raise these prices. 

“The depression was further intensified for us by the fiscal policies of some 
countries formerly substantial importers of our produce. They, to protect their 
own domestic situation, imposed ever increasing tariffs which seriously restricted 
our flow of exports, and in some cases completely blocked the entry of certain 
of our commodities to their markets; for example, wheat to France and Italy, 
and lumber and cream to the United States.” 
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The CuHatrMan: That happened between 1928 and 1931? 
Hon. Mr. Mackenziz: Expunge that from the record. 


Mr. Durr: In regard to that part you just read where you said the depres- 
sion is due in part to the fact that the exports of Canada cannot find a ready 
market in the countries of the world because of tariffs and restrictions— 


The Witness: And low prices. 

Q. And low prices. Is it not a fact that low prices are brought about by 
restrictions in trade and by high tariffs. 

Mr. Hackett: That is not what you said in the House. You said prices 
were raised by tariffs. 

Mr. Durr: Who did? 

Vita icc: Wow did: 

The CHarrMAN: That has always been the theory. 

Mr. Durr: You do not know what I am getting at. 

Mr. Hackett: Nobody does. 

Mr. Durr: Is that so? 

The Cuatrmawn: I think you are getting into deep water now. 


By Mr. Duff: 

Q. What do you say about that, Mr. Logan?—A. I think you have low 
prices in all commodities throughout the world. 

Q. What is the cause for the low prices throughout the world?—A. It is 
a world situation; it is not local. 

Q. I did not say it was a local situation—either a local situation or a 
Logan situation. Well, Mr. Logan, if you do not want to answer that question, 
I will ask you another. Is it not a fact that in view of the fact that we are 
an exporting country, since there are high tariffs on our exports and we have a 
high tariff in this country on imports, it is bound to have a depressing effect on 
trade. 

The CHAIRMAN: Now, do you think you ought to ask this witness that? 

Mr. Durr: I do not see why not. He is a business man and a banker, 
and the bankers certainly suffer just as much from depression in trade as any- 
body else. 

Mr. Lawson: I thought we were inquiring into the relationship of the banks 
to the depression. Now, surely it cannot be suggested by any stretch of the 
imagination that a bank has anything to do with tariffs, high, low or otherwise. 

Mr. Durr: I did not say the banks had anything to do with tariffs. I am 
trying to find out from Mr. Logan, as a business man, and I think we all admit 
he is a very bright business man—he comes from Nova Scotia, and, of course, 
he could not be anything else—what I am trying to find out, sir, for the benefit 
not only of this committee but other members of parliament are his views as to 
what we should do to remedy this present situation. 

The CuHatrMAN: I do not think Mr. Logan ought to be asked to give that. 

Mr. Durr: I wonder if it would not be better to ask Mr. Logan. If he does 
not want to answer, very well. 

The CHairman: I think a certain duty devolves upon a chairman. I think 
all this is outside our order of business. 

Mr. Durr: I do not think it is. We are investigating the banking situation, 
and it seems to me that is a very important matter. I know a great many in- 
dustries have suffered due to the fact that certain countries have put up tariffs 
and other countries have put them up and business has suffered. 

The CuarrmMan: A bank has nothing to do with that. That is a matter of 
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Mr. Durr: Yes, but banks certainly appreciate what happens. They are 
the ones greatly concerned and suffer just as much as anybody else by these con- 
ditions; and I think, consequently, that I am perfectly justified in asking that 
question. 

The CuarzMan: I would not think so. 

Mr. Durr: Of course, you are the chairman; you are the doctor. 

The Cuatrman: Not altogether. 


Mr. Durr: You said you were one moment and the next moment you said 
you were not. 

The CuarrMan: I will take the responsibility of ruling on this. On the 
wheat problem I asked the committee to share the burden, following the state- 
ment made by the Minister of Finance. 


Mr. Durr: The Minister of Finance did not make any statement I heard. 
I believe the Minister of Finance was quite willing to have the information given 
to the public. 

The CuarrmMan: So he was; but he said the committee would have to take 
the responsibility if any damage was done, and the committee declined to take 
that responsibility. 

Mr. Durr: What do you mean by damage being done? 


The CuatrMan: I will refer you to Mr. Vallance. He was the man that 
used that expression in connection with that very matter. 


Mr. Durr: Well, then, perhaps I cannot go into this thing any further if 
you are going to rule that way, Mr. Chairman. It seems to me I have a perfect 
right to ask any questions with regard to advances made by the banks on the 
wheat question, or anything else. 

Mr. Lawson: You have a perfect right to ask any questions with respect 
to advances on wheat made by the banks, but the words “anything else” are 
something different. 

Mr. Durr: Mr. Chairman, you refuse to allow the question? 

The CHarrMan: I cannot stop you asking a question. 

Mr. Tompxtins: May I remind the committee, as a matter of record, that 
the particulars of the so-called Provincial restrictive legislation were placed 
before the Royal Commission in several hearings and are included in the evidence 
on record. 


Mr. Irvine: Mr. Chairman, do you intend to continue until 11 o’clock? 
The Cuatrman: I should hope so. 


By Mr. Irvine: 


Q. I have a question or two I would like to ask Mr. Logan. Mr. Logan, 
may I say that I will likely be ruled out of order before I get very far, but I am 
going to adopt the method of our senior counsel over here and tell you exactly 
what I am trying to get at so that there will be no misunderstanding. I have 
no doubt, and I made this statement when I was trying to question the previous 
witness—I have no doubt that the banks of Canada have carried out to the 
letter the Bank Act, and have administered the financial system in vogue excel- 
lently, and you do not have to come here to convince me of that. My questions 
will have relation to the system you are administering, so my first question will 
be: are the loans made by the banks generally for the purpose of more produc- 
tion?-—-A. Production and consumption both. Every producer is a consumer. 

Q. But I mean directly. I quite agree with you that indirectly some con- 
sumption will result from a loan made for productive purposes?—A. No, I would 
not say that. I think there are a lot of loans made for consumptive purposes as 
well. 
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Q@. Would you give me an example of one that you think is made for con- 
sumptive purposes?—A. Loans to individuals. Take these various headings. 
There are manufacturers, consumers, producers, shipping, financial loans to pri- 
vate individuals and sundry dealers and traders. 

Q. You just mentioned now loans to manufacturers. Primarily that loan is 
not for consumption, but for production?—A. Yes, but they must consume a 
large volume of goods. 

Q. I appreciate that. I was thinking that the main object of the loan is 
surely for production. I suppose you would agree that if there were more money 
in the pockets of the Canadian consumers at the present moment that they could 
in all probability consume much more goods than they are now consuming?—A. 
If they have more money than they have now they would be greater purchasers, 
I suppose. 

Q. What is the source, in your opinion, from which all purchasing power to 
the consumer is derived? 

The CHAIRMAN: We are getting into the realm of economics again. This is 
something outside of our reference. 


Mr. Irvine: If the witness does not wish to answer it, that is all right. 

The CHAIRMAN: I do not think it is relevant, to be frank with you. 

Mr. Irvine: I think I could argue its relevancy, but I won’t do it, Mr. 
Chairman. 

The CHAIRMAN: There were a whole lot of questions put this morning. of 
the same character and I let them go, because I thought we would soon get 
through. 


By Mr. Irvine: 


Q. May I ask this question, then, if I cannot follow that line: In your opin- 
ion, Mr. Logan, if it were possible to finance consumption in Canada to the 
extent of the Canadian capacity to consume— —A. I would not attempt to 
answer that. 

Q. I have not finished my question. However, may I turn to another line 
of questions, Mr. Logan, that I am sure will be very practical. May I say that 
I am asking these with a view to certain amendments that may be moved to the 
Bank Act, and I would like to get some information before the amendments are 
introduced. 

The CHAIRMAN: In respect to that, I would think that if any member of the 
committee required any evidence with respect to cognate sections he would be 
entitled to ask the witness to return. My idea of order of procedure here is to 
deal with one thing at a time. 

Mr. Irvine: Well, I am quite willing to abide by your ruling, Mr. Chair- 
man, but the questions I have are only three in number. 

The CHAIRMAN: Well, put them, that may be the shortest: way out. 

Mr. Irvine: The first question is with regard to wages of bank employees, 
bank clerks. 


The CHairMaN: If Mr. Logan cares to answer that now I would say put 
them ahead; we will perhaps save a lot of time. 


By Mr. Irvine: 


Q. Do you mind answering some questions about that, Mr. Logan?—A. No, 
as far as I have the information. 


Q. Have you a minimum wage paid to bank clerks and bank assistants 
generally?—-A. Yes. We start our young boys in, at 16 to 17 years of age at 
an average of $450 a year. We used to start them around $500. 
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Q. And the increases are what?—A. Well, the increase in normal times 
should be about $100 a year, but do not forget in the last three or four years 
there have not been many increases, they have not been going that way. 

Q. Have you any married help receiving less than $2,500 a year?—A. Oh, 
yes, hundreds of them. 

Q. What would you say is the minimum for your married men?—A. We 
used to aim at our married men getting about $1,500 a year. In other words, 
they could not marry till they got $1,500, but we have been reducing that 
recently to $1,200, and $1,000. We would like to see them get at least $100 
a month before they marry. 

Q. Did you happen to notice the remarks of a Judge in Quebec in respect 
to a bank clerk that had been called before the Court in connection with steal- 
ing?—A. No. 


Mr. Hackxerr: He had two automobiles and two ladies. 


Mr. Irvine: That was not the statement of the Judge. The Judge said, I 
think, that it was $25 a month that he was receiving. 


The CuairmMan: My recollection is $11 a week, I read that newspaper 
report, 

Mr. Irvine: Yes. I have it here. The Judge said, that he could not be 
expected to be honest. Here it is:— 

How long have you been working at the bank?—A. Six years. 

Q. What is your position now?—A. I am a teller. 

Q. How much money passes through your hands in one day?— 
A. An average of more than $10,000. 

Q. How much are you paid?—A. Eleven dollars a week. 

“There is the answer to the question,’ said Judge Monet. “ These 
institutions pay such small salaries that their employees are forced into 
stealing to make a living wage. Would you have stolen if you had made 
$25 a week?—A. No.” 


The Cuamman: That last answer is obvious. 


By Mr. Irvine: 


Q. The question I want to get at, Mr. Logan, is this, that I think it will be 
generally acknowledged that the wages paid are much too small, and the next 
point is that the bank clerks are not organized to demand higher wages like 
other labour possibly is, and I would like to know whether you would oppose 


a section in the Bank Act providing for voluntary organization on the part of 
the bank clerks. 


The CuHairMAN: There is no prohibition now. 


Mr. Irvine: There is no prohibition now but it was prohibited by the last 
revision, so far as the bankers were concerned; they opposed it here in this 
committee ten years ago, and J Just wondered whether the opposition had been 
withdrawn. 


The Witness: You make the statement that bank clerks are not 
well paid. Generally speaking I think, as a class, they are pretty well 
looked after, for instance, there is a pension fund or superannuation. I have 
a scale here now which can be completed at a later date for the record. At 
age 21 so many clerks get $630; at age 26 so many get up to $986; at age 32 
so many reach $1,480; at age 38 some get up to $1,980; at age 44 some get 
up to $2,620. That can be more fully compiled and I can give a fund of infor- 
mation of that kind, if I know exactly what the committees orders. 

[Mr. S. H. Logan] 


BANKING AND COMMERCE 411 


By Mr. Irvine: 


Q. I have here some information from bank clerks. I may say that I do 
not propose to disclose their names, so, if it is prohibited to use it, without 
disclosing their names, I might as well know it at the beginning. 


The Cuairman: I think it would be very improper to disclose their names. 


By Mr. Irvine: 


Q. Here is a section from the letter:— 

We could enumerate a great number of individual cases, but it will 
suffice to state that young men who have spent eight, or nine years, or 
even from ten to twelve years, or more, in a bank very frequently 
receive such small salaries as $700, or $800, a year, and the responsi- 
bility attached to their position may claim a substantial part of this 
remuneration. It may be added that in order to get new business and 
because of the keen competition between banks, they are often forced 
into additional expenses which do not occur in other careers. 

We also wish to lay stress on the point that such conditions are not 
only the result of the business depression which every industry has to 
face, but have always prevailed. In prosperous times bank employees 
were treated with much less liberality than their confreres of other trades 
—and now, in the face of constantly rising prices, their position becomes 
more and more abnormal. Considering that the shareholders, or owners 
of the banks, have always appropriated to themselves generous returns 
on their invested capital, we conclude that the staff has indirectly 
shouldered the burden of income taxation through untold sacrifices. They 
have largely contributed to the building of strong reserve funds and these 
should belong to them as well as to the stockholders, or to the public. 


I just read that section to indicate that there is a very, very strong feeling 
on the part of bank clerks in general that they are not paid sufficient, but on 
the other hand they have no recourse to demand higher pay such as has other 
organized labour, and I would like to ask you, sir, if you, as a banker, have any 
objection if the bank clerks, say in your bank throughout Canada, were to 
decide to organize a bank clerks’ organization?—A. I think we would much 
prefer to dea] with our own staff ourselves. That is my own feeling. We always 
have felt that we have treated our own staff pretty well. I must say we have 
gone through a period of four years in which none of our men have had increases. 
I know it gets very discouraging, but on the other hand do not forget they all 
have a job. If they are ill, for three months, or six months, their pay goes on 
just the same. They are all in under the pension scheme; they contribute 
one-half and the bank contributes one-half; then, in addition to that, they 
are in a group insurance scheme. All of these are very important benefits. They 
get their two or three weeks holidays in the summer and no pay is deducted, 
and if we can make reasonable profits they get a bonus at Christmas, but I 
do say that unfortunately during the last three or four years, we have had to 
cut salaries. 

Q. My question, Mr. Logan, is not particularly confined to the last four 
years. However, I will not press that any further. I come to the last question 
and that is in respect to the pension fund to which you have just referred. 
You might describe, if you can do so briefly, how that pension fund is handled 
by the banks?—A. Ours is handled by a board of trustees. JI do not know 
whether I have got full data with respect to pension matters with me to-night 
or not. 

Q. Perhaps I could bring the thing to a focus by asking you whether it 
is true that when a bank clerk is discharged, or leaves the bank for any reason 
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whatsoever, that the moneys which he has paid into the pension fund are not 
paid him, but are retained in the fund?—A. He gets paid one-half, why should 
he get paid all. 

Q. I am not saying he should, I wanted to know just what happens.—A. 
He gets half his payments from the time he is in the bank, but he has had all the 
benefits of the pension fund; if something happened him at the age of 30 that 
he could not work again, then he would get as much pension as he would be 
entitled to at that age, having in mind the salary and the amount of money 
he had paid into the fund; but if he retires and asks for his money back, he 
ey half his contributions back, and he ceases to have any further interest in 
the fund. 


Mr. Hacxerr: That is about the same rule that applies in the pension of 
a civil servant, is it not, Mr. Minister. 

Hon. Mr. Ruopes: A civil servant gets his proportion, providing he has 
been in the service ten years. 

The Wirness: I could at a later date supply that information much more 
accurately than I can now recall it. 


By Mr. Irvine: 


Q. The information I have is that they are not reimbursed at all—A. They 
may get half of their pension fund payments, it depends probably on the length 
of service; but before I state definitely I would like to refer to our own rules and 
see exactly what it is. That is the practice, if a man is in for a certain length of 
time and he retires, he gets half his own contributions back; but before going 
finally on record I would like to enquire further. 

The CHAIRMAN: Shall we adjourn now till Thursday morning? 

Mr. Gaenon: Are we through with this particular phase? 

The CuHarrMaAn: Are we through with Mr. Logan? I think we could let 
him go. 

I asked Mr. Wilson of the Royal Bank of Canada, to come here, and he 
has been here all day, but unfortunately we have not had an opportunity to 
hear him. I hesitate to ask him to come back. 

Mr. Irvine: Can we mot meet to-morrow? 

The CuHatrrman: I do not see how we can meet to-morrow, because of 
meetings of other committees. Would it be too great an imposition to ask 
Mr. Wilson to come back Thursday? 

Mr. Witson: No, I will come back. 


The CHatrMAN: It is also suggested that we hear Dr. Marvin, and another 
gentleman—I can’t remember who it was—he is an accountant of the Royal 
Bank, in relation to this question of the depression and bank policy. 

Mr. Irvine: I do not see why we should have any more in that regard, 
Mr. Chairman, unless we are allowed to go outside of the scope of that refer- 
ence. We have quite enough evidence that the bankers have done all they 
could do. As far as I am concerned, I do not want to ask any more questions 
on that line. 

Mr. Dovps: Might I just say: Mr. Coote asked for a list of names; we will 
be glad to provide it if we can find that information—we can get it and give 
it to him. 

The CuHarrMan: We could ask Mr. Wilson to come back and give some 
information on this point, and then take up the matter of interlocking direc- 
torates, I think he is prepared to give us some information on that other 
matter; and then there is the further item of the Order in Council No. 2693. 
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wn Now, if anybody wants any further evidence, any other witnesses called, 
he ought to let the sub-committee know in the morning. 
Shall we ask Dr. Marvin to come? 


Mr. Spencer: I am not going to press it. 


The CuHarrMAN: Was it you who asked for him? I am not going to bring 
him unless you want him. 


Mr. Spencer: If we could get the information from Mr. Wilson, we might 
not need him. 


Mr. Irvine: If you will. 


The Cuarrman: If Dr. Marvin could answer that question, I would cer- 
tainly be in favour of calling him. 


Mr. Irvine: He may have information about that, Mr. Chairman. 
The Cuatrman: They all have. 


The Committee adjourned at 10.50 p.m., to meet again on Thursday, April 
12, 1934, at 11 o’clock a.m. 
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Hovss or Commons, 
April 12th, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 am., 
Mr. R. B. Hanson in the Chair. 


The Cuatrman: Before we proceed with the investigation, I should like 
to say it has been pointed out to me that a very cursory reading of the French 
edition of the Minutes of Evidence No. 1 shows a lack of uniformity in the use 
of certain expressions, etc. 

The work was done, apparently, by several translators. One uses the old 
country expression “ Directeur général” for “General Manager” of a Bank, 
another translator uses the expression more common in Canada, “ Gérant 
général’; another uses “ directeur gérant”’. 

Proposed amendments have been translated literally without reference to 
the French text of the motion, ete., proposed in English. 

Exhibits which are reprinted as appendices are translated in one way. 
Where, in the course of evidence, the same exhibits are cited, a different trans- 
lation is used. 

As a result, it is difficult to co-ordinate evidence and exhibits, amendments 
and original motions, ete. I feel it is only right to point out that neither the 
Chairman nor the Committee Branch should be asked to accept responsibility 
for this lack of cohesion. 


Mr. Power: Has the Chairman any suggestion as to what we should do 
in the matter? 


An Hon. Memser: I think we had better refer it to the Civil Service Com- 
mittee. 


Mr. Power: There is a complaint that the French translation is being 
received much later than the English text. I think that is correct, is it not? 


Hon. Mr. Ruopes: That is another matter. We can deal with that. 
Mr. Power: I quite understand. 


The CuHatrman: If there is any complaint about that I will take it up 
with the Clerk of the House. 


Mr. Power: I see the point you make. Undoubtedly if there are several 
translators on this work, and each translates the same technical terms in different 
ways throughout the report of some of those proceedings, it will lead to con- 
fusion. There is no question about that. Would it be possible for this com- 
mittee to ask that a certain number of extra translators be put on this par- 
ticular work, because several reports are now being translated by the same 
staff? 

The CuHatrman: That is a fair proposal. I think I will discuss the matter 
with the Clerk of the House. 


Mr. Power: Mr. Gagnon is a better expert than I am on those matters. 


The CuHartrMan: I will bring the whole matter to the attention of Dr. 
Beauchesne. I presume he is the proper person with whom to get in touch. 
On the understanding that the matter will be brought to the attention of the 
proper official of the house, I think we may proceed. Mr. M. W. Wilson, General 


BANKING AND COMMERCE 415 


Manager of the Royal Bank of Canada, is here to give evidence with respect 
to the question of deflation and the attitude of the banks. At the conclusion 
of Mr. Wilson’s statement, he will, of course, be open to cross-examination by 
members of the committee. So far as I know, when that is concluded, the 
evidence will be closed on this phase, unless some member of the committee 
requests further witnesses be called. I should like to observe, at the close of 
this evidence, unless some other member of the committee requests somebody 
else, that we might call this part of the inquiry closed, but still open to call 
further evidence— 

Mr. Powrr: That is, my paragraph No. 2. So far as I am concerned, the 
gentlemen whom we have heard, up to the present, fully represent the views of 
the management of their banks. I must say I am fully confirmed in the opinion 
I have always had, that the management of the banks was excellent. My 
complaint, if any, is about the industrialists, and these are the people I want 
to get here, eventually. 

The CHairmMANn: Then, we will have to leave the question open, unless the 
committee decide otherwise. I do not want to shut off discussion on any phase, 
but I am just indicating the trend of my own opinion. 

Mr. Howarp: Mr. Chairman, expressing my own opinion, confirmed by 
long distance telephone call, received this morning, I think when these gentle- 
men are finished, it is perfectly proper that the other side of the question should 
be heard. I think we should get the other side of the question from the other 
people interested. : 

The Cuairman: If those who have that opinion would submit a list of 
witnesses, they would like to call, the sub-committee will be called together at 
once to consider it. 


Mr. Power: All right. 
The CHAIRMAN: We shall now call on Mr. Wilson. 


Mr. M. W. WItson called. 


The CuarrMan: I understand Mr. Wilson has a brief statement to make, 
after which he will be open for question. 

The Witness: I have a statement I should like to make, but it is a very 
brief one, having regard to the fact you have heard some other three general 
managers, and they have covered the question very comprehensively. That 
statement is as follows:— 


Memorandum in respect to Section 2 of Mr. Power’s amendment, reading as 
follows:— 

To inquire into the general policies adopted by the commercial banks 
to combat the effects of the depression and to what extent the said banks 
are responsible for the drastic deflation from which the country suffered 
and as still suffering. 


Section 1—Policies adopted to combat the effects of depression. The depression 
which commenced in 1929 was world wide in character and unexampled in 
severity. Its effect on Canadian exports is indicated by the following figures: — 
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Canadian prosperity is dependent to such a material extent on export trade 
that the drastic decline in our foreign shipments inevitably produced a depres- 
sion. World-wide deflation and curtailment in purchasing power presented a 
situation which Canada could not solve. No Canadian agency, banking or 
governmental, could have enabled us entirely to avoid the depression. It remains 
a discuss what action was taken, or could have been taken, to mitigate its 
ene cies 


The position of commercial banks in a deflationary period.—Declining price 
levels have a double effect on business. They discourage enterprise, thus reduc- 
ing the physical volume of trade, and they cause inventory losses. Commencing 
with the year 1930, the operating results of borrowing customers of the banks 
were very adversely affected for both these reasons. 

The first duty of a bank is to its depositors. No bank can long hope to 
remain in existence if it adopts a complacent attitude in respect to debts which 
have become unsatisfactory and threaten to become unsafe. It was necessary, 
therefore, for the banks in a number of cases during the last few years, to advise 
borrowing customers (1) That operating expenses must be reduced to minimize 
losses: (2) That loans must be reduced to figures which would be more in line 
with the new situation of lower price levels and reduced volume of business, and 
(3) That they could not allow continued impairment of liquid positions through 
payment of dividends. 


The position of a creditor during a deflationary period is an unenviable one. 
The value of his security and of his borrower’s assets is on the downgrade, and 
his risk of loss is greatly augmented. On the other hand, the debtor, through no 
fault of his own, finds that the real burden of his obligation has been increased, 
and that the creditor, whose loans represented so many units of a given com- 
modity when the advances were made, is pressing for reduction or repayment 
when many more units of the commodity are required to effect liquidation. The 
natural tendency is to regard creditors as unfair; and this applies particularly to 
banks. For one thing, it is probably in the minds of many, that since banks 
deal in money, they are in some way, responsible for its value. For another 
thing, the size of bank’s assets leads to the popular supposition that they are 
wealthy institutions. Their obligations to depositors are overlooked. The car- 
dinal fact to be borne in mind is that distress among borrowers during the 1929-33 
period was so general, that a few concessions or debt reductions on the part of 
the banks would have produced no effects of importance, while a general com- 
promise of obligations or too casual an attitude in respect to collection of loans, 
would have involved a disregard of the interests of the depositors and the safety 
of their deposits. 


Banks are intermediaries, lending the funds of hundreds of thousands of 
small depositors. These depositors are creditors of the banks. No bank must 
ask or expect any concession from its creditors. In a general way, therefore, it 
cannot voluntarily remit any portion of the debts owing to it. There is no ques- 
tion of choice in this matter. 


Under these circumstances, all the banks can do to combat a deflationary 
depression is to use reason and common sense in their dealings with borrowers; 
to avoid insisting on the impossible being accomplished in the way of reductions 
in loans; and to continue banking facilities so long as there is a reasonable 
prospect for the individual or company to continue in business. This was the 
general practice of the Canadian banks during the last four years. A great 
number of borrowers were carried along in spite of their reduced financial 
responsibility, and a vanishing margin of protection for the lenders. Not only 
were existing loans continued—subject to such reductions as the circumstances 
permitted, but new advances were made for seasonal requirements. All indivi- 
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duals or companies could not be saved from bankruptcy or winding-up, but the 
number of borrowers of both classes who have come through to better times after 
four years of unprecedented depression, answers the question of “What the banks 
did to combat the depression?” and answers it satisfactorily, if only the limits 
of banks’ powers in this respect are understood. 

In combatting a deflationary depression, the utmost that banks can do 
consistent with their duty to depositors, can be summarized in the words:— 


1. Orderly liquidation whenever possible. 


2. The acceptance of something more than a normal risk in making fresh 
advances to enable the continuance of operations. 


But the banks must never accept too great a risk in the hope of remedying 
extremely bad situations. If such cases can be helped at all, they call for public 
relief of some kind, and not for any assistance from the funds entrusted to the 
banks by their depositors. 


Section 2. The extent to which banks are responsible for the deflation—As a 
small country, Canada tends to share the prosperity or depression of the larger 
countries of the world. She is particularly influenced by her neighbour, the 
United States, and by her important customer, the United Kingdom. Moreover, 
so long as Canadian exchange remains at parity with the U.S. dollar or the pound 
sterling, Canadian commodity price levels must follow the price levels of the 
other country or countries concerned. 


Canada would not have felt the depression if she could have,— 
(1) Maintained the volume of her business, and 
(2) Maintained her commodity price levels. 


In view of Canada’s dependence on exports, obviously it was beyond anyone’s 
power to maintain the volume in the face of reduced world purchasing power. 
To the extent that restricted volume was responsible for the situation of the 
last four years, the depression in Canada was inevitable. 

But the effects of the depression were intensified and extended by sharply 
declining price levels. So long as Canadian money was at parity with the US. 
dollar, the pound sterling and other leading currencies, it was impossible to expect 
a materially higher price level than that prevailing in the other countries. We 
cannot dictate the world price of any commodity. If Canadian prices of our 
export commodities had been relatively high, we would have been unable to sell 
in world markets; similarly, if domestic commodities got out of line, imports at 
lower prices would have brought them down. Nor could we have expected that 
a movement to restore Canadian price levels would have been followed by other 
countries. We have not the necessary power and influence. 

The only way in which the Canadian price level could have been maintained 
at higher figures than prevailed in the United States, for example, was to change 
the value of our money in relation to the U.S. dollar. There is literally, no other 
way in which this country could have arrested or mitigated the price decline 
which was taking place. 

In dealing with the question, “To what extent the said banks are responsible 
for the drastic deflation from which the country suffered and is still suffering,” 
we must therefore inquire what power banks had to control foreign exchange 
rates. The banks have no power whatever to set exchange rates. They take no 
speculative positions. They buy exchange from customers only to the extent 
and at the prices at which they can sell it to others; and they sell only what 
they can buy. In respect to foreign exchange, the bank’s function is only that of 
an intermediary or broker operating on a fractional margin of profit. To take 
a substantial position in exchange in an attempt tc influence the rate, would 
involve a risk that would be completely indefensible. It follows that a deliberate 
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policy of lowering the value of money in an effort to arrest or mitigate the 
deflation of price levels, can be adopted by one agency only, namely, the govern- 
ment of the country concerned, as policies of inflation or deflation, or of exchange 
regulation, lie within the domain of government, or of some closely allied power. 


By Mr. Power: 


Q. I was making notes as you were reading, and I caught a portion of 
what you said, Mr. Wilson, with regard to exchange?—A. Yes. 

Q. The banks do not control exchange?—A. No. 

Q. Who does?—A. The banks are only, as I stated before, intermediaries. 
We buy from exporters and we sell to importers. We do not create exchange 
ourselves. Who controls it? Well, if somebody were prepared to take a posi- 
tion—that is, I could raise the rate of New York funds to-morrow if I were 
prepared to go into the market with one million, five million, ten millions of 
my bank’s money and buy exchange, I would certainly put it up, but that would 
be speculation, which of course I couldn’t do. 

Q. It is within my memory that, towards the end of the war, timber ex- 
porters, in Quebec, as well as lumber exporters, were allowed to accumulate 
large sums in sterling on the other side of the ocean——A. Yes. 

Q. As you know, in 1919, and 1930, there was a rising market for timber 
and lumber. They were allowed to accumulate large sums there, and, at the 
same time, the banks on this side were prepared to allow them to borrow against 
those sums.—A. In other words, banks in Canada loaned against. sterling 
deposited in London. 

Q. Is not that encouraging, or assisting, in the transaction in exchange? 
After all, that is what it was?—A. Assisting in transactions in exchange, cer- 
tainly; that is our business. 

Q. In making——A. In assisting to carry out exchange transactions, but 
we in the instance you cite would not be taking any risk at all, presuming we 
did not loan too much money against it. Is your suggestion we were helping 
that customer to speculate? 

Q. My suggestion is approximately that—A. You have got to define where 
legitimate business stops and begins. If you are in the lumber business, and 
you want to carry an inventory, it may be sound judgment in the minds of 
yourself and myself to carry a very large inventory, but it may be in the minds 
of others that you are speculating. 

Q. Supposing the same circumstance occurred all along the line?—A. Oh, 
but it does not. 

Q. Suppose it occurred all along the line at that period?—A. But it does 
not, because as a matter of practice, Major Power, banks do not like those 
transactions for the obvious reason that they frequently cause trouble. You 
are in a constant wrangle with your customer. He does not want to sell his 
sterling on the day’s market; he always thinks it is going higher. 

Q. He wants to speculate?—A. He thinks it is going to rise. You are in 
a constant wrangle with him, to get that loan liquidated. Perhaps the market 
has gone against you. The further it goes against you, the more anxious J am 
to have it liquidated, and the more reluctant you are to liquidate it. For this 
very reason the bank avoids these transactions as far as it possibly can. 

Q. If a large number of people under the same circumstances were per- 
mitted by the bank, or encouraged by the banks, to carry on transactions of this 
nature, would not there be a species of control, at least, of exchange?—A. No, I 
would not say control. Control is something very different from that, I would 
say. 
Mr. MacMittan (Saskatoon): Stock market boom. 


The Witness: There is no control. 
[Mr. M. W. Wilson] 
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By Mr. Power: 


Q. Now, is it not a fact that one of the great troubles with the defunct 
Union Bank— —A. Which we took over. 

Q. —was due to speculating in exchange by the bank?—A. I don’t know. 
I heard that, but perhaps that is one reason why they are no longer in existence. 
That would be an illustration of my point. 

Q. That is one bank which did that?—A. I understand. I have no evidence 
of it, because I have been too busy to dig into the history of the thing. 

Q. Would you explain to me why there is such a great difference, or dif- 
ferential, between the exchange fluctuations as asked from the various banks 
on any given day?—A. Because exchange— 

Q. Either in sterling or U.S. funds?—A. Because exchange is something 
that fluctuates every hour in the day. Now, why it does is because it is a very 
sensitive market; it is a world market, and events in London, Montreal, New 
York and other parts all affect exchange. 

Q. Why should I, for instance, call you up and then call up the Bank of 
Montreal, or a half dozen other banks, in order to find out what the rate of 
exchange is. Is it not a fact you are endeavouring to make a great profit on 
the exchange?—A. Make a great profit? We are trying to make a profit. I 
give you my word it is not great by any means. There is the keenest sort of 
competition in the exchange business, and when we are dealing in exchange, we 
are thinking not of great profits; we are thinking of 1/32, 1/64, and 1/128, and 
things of that sort. 

Q. But, even though you are thinking in the terms of the figures you have 
just indicated, when you are dealing in millions, it amounts to a tidy sum?—A. 
It amounts to a tidy sum if you do not take into account the expense incurred. 
You incur an expense in handling exchange, and the losses you make from time 
to time. I may buy something this morning, and I have to sell it at a loss before 
the end of the day, perhaps. 


By the Chairman: 


Q. There are losses?—A. You have heard what he said about a certain bank. 
By Mr. Power: 

Q. Then you do speculate in exchange on occasions?—A. I have heard— 

Q. Your bank does not?—A. No. 

Q. On the occasions when you lose?—A. No, Major, that is not fair. I did 
not say we speculated in exchange. We are merchants in exchange. I made that 
very clear. We do not create the exchange; we buy and sell. To the extent that 
we are merchants we must take a merchant’s risk. It is invariably the rule that 
we close out our position at the end of the day at a profit or a loss. If we made 
a loss on the day’s trading, we close out, and we hope over the average of the 
year we will come out on the right side. Sometimes we do, but sometimes we 
do not. 

Q. It has been said that, during the time the U.S. exchange was fluctuating— 
and I think at the same time sterling was—that the banks made very large 
profits. Is it a fair question to ask you if that is true, or not?—A. They would 
perhaps make a large profit relatively, and then make a relatively large loss on 
the next transaction. Most banks want stability. It is the thing we like. We 
do not like rates fluctuating all around the board any more than you as a lumber- 
man would wish to deal in lumber that is selling up and down— 

Q. I am not a lumberman?—A. If you were—at $17 to-morrow, and some- 
thing else the next day. We want stability. If we have stability, we can make 
the best results in our business. 

Q. I suppose it would not be fair to ask you, or any of the other bankers, 
this question: We should like to ascertain from you, from your profit and loss 
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account in any given year, what profit you made out of exchange?—A. I am not 
the one to decide whether it would be fair or not. 

Q. Would it embarrass you?—A. Yes, it would, unless you ask everybody 
else to do the same. You obviously would not ask me to disclose mine, without 
the other banker disclosing his. 

Q. It would embarrass you, if you were asked that?—A. The same way it 
would embarrass you to disclose the details of your private business. 

Q. Would it be a fair question to ask all the banks, to give us a statement 
of that kind?—A. No, I would not think so, because I think you are under a 
misapprehension as to the profits the banks make out of that. It is a very com- 
petitive business. You know, as a business man, we seldom have a large trans- 
action in exchange but that it happens as you mentioned a moment ago, we are 
telephoned and two or three other banks are telephoned. So the chances to make 
profits under those conditions are not very great. If we were the only bank in 
the business I would have a fine time. 

Q. Was there ever an understanding between the banks as to what— —A. 
No, unfortunately there is not. If there were we would have fewer headaches 
as bankers. We agree after hours, and we fight during business hours. 

Q. This is one of the things you fight over?—A. Yes, we do. 

Q. I think that is unanimous. 


By Mr. Robinson: 
Q. Is it not a fact that a committee of five bankers in New York set the 
exchange as between Canada and the U.S.?—A. No, absolutely no. 
Q. I thought there was such a committee?—A. No, sir, nothing of that 
sort at all, and there never has been to my knowledge. 


By Mr. Power: 
Q. Would it be out of order, Mr. Chairman, if I were to ask Mr. Wilson if 
he can tell the committee how the new Central Bank will be able to regulate 
exchange, if the other banks cannot do it? 


The CHarrMaNn: There is no objection to that question. 
The Wirness: Do you want me to tell you? 


By Mr. Power: 

Q. The answer is “ No”?—A. No. They can, if somebody else will stand 
the shot. The somebody else, I take it, in the case of the Central Bank, would 
be the government. That is what happens in England. 

Q. I do not quite understand—A. If the government will give the Central 
Bank the funds with which to regulate exchange, to put it up or down, they 
can do it. If the government would give it to me then, I could do it; but the 
point I am trying to make, if I did it on my own account, it would need bank 
funds and it would be out and out speculation. 

@. That is to say, if the government would undertake the stabilization of 
exchange, as they undertake the stabilization of the price of wheat?—A. As 
the British government are doing with their funds. Mr. Dodds interjects, “as 
fong as the funds last.” 

Q. This has developed into a conspiracy?—A. No, I told you what he said. 

Mr. Howarp: You bankers had better agree beforehand. 


The Cuairman: Mr. Dodds said, “as long as the funds last.” 


By Mr. Power: 

Q. Is there a substance of truth in the statement that, after the depression 
came on, it became the practice of the banks, yours or any other, to charge 
more for loans, to raise the rate of interest?—A. Was it a general practice? No, 
I would not say so. In fact, the general trend of rates has been downward. 

(Mr. M. W. Wilson] 


BANKING AND COMMERCE 421 


Q. No, I mean immediately after the crash there may have been individual 
cases where, perhaps, you were carrying speculative loans, and that is the 
means you took sometimes to hasten liquidation of speculative loans, business 
loans, not commercial loans, farmers’ loans or that type of thing?—A. No, I 
would say— 

Q. Is it not a fact, when you thought the loan became a little shaky, you 
raised the amount of interest one-half per cent?—A. No, not because the bor- 
rower became shaky. If I thought he was shaky, I would call him in and discuss 
the matter quite frankly with him, and ask him whether he did not think he 
should get rid of-some of his collateral and try to tidy the situation up. On 
the other hand, if I thought he was well able to pay the loan, and if he was what 
J, or you, would call the stubborn kind, perhaps we would put his rate up half 
of one per cent, and if he was Scotch, he might say, I am going to pay it, and 
would give us a cheque. That is what we wanted, and we accomplished our 
purpose, and we were both happy. 

Q. One means you have to bring about the liquidation of a risky and shaky 
loan is to raise the rate of interest?—A. Oh well, in a very limited way, in a 
very casual way, nothing in the nature of a general increase. 

Q. Well, there has been a rather general complaint to the effect that after 
the depression when the financial position was not in the same state, or not 
discovered to be in the same state that it was prior to the depression the rate 
of interest was raised?—A. Oh well, I do not think that is a complaint. If it 
is general, -I have not heard of it, but, if it is general, it is not justified. 

Q. It is not justified?—A. Oh no, absolutely not. 

Q. But you will admit nevertheless——A. There are isolated cases, of 
course; rates are going up and down every day. There is always someone ham- 
mering for a lower rate, in fact, municipalities and governments are “ jewing” 
us down all the time. 

Q. I would hate to mention the C.P.R. loan. I do not see any “ jewing’ 
of you down on the C.P.R. guarantee, nor do I see any “ jewing” of you down 
in the loan to the Dominion Iron and Steel, at 6 per cent, guaranteed by the 
Dominion government; I do not think anybody is “jewing” you down very 
much on that.—A. On what? 

Q. The Dominion Iron and Steel have a guaranteed loan, [ thought it was 
through your bank.—A. Well, we were one of three banks. 

Q. That was at 6 per cent?—-A. That is what they pay, yes, and that is 
what they should pay. If they don’t, I will see to it that they do. I do not see 
why Dominion Steel and Coal should borrow at any lower rate than any other 
commercial concern. 

Q. Guaranteed by the government?—A. Guaranteed by the government, 
yes; I do not attach very much importance to that. 

Q. I am afraid you will have a fight with the Finance Minister, if you say 
you do not attach much importance to a government guarantee, 


’ 


By the Chairman: 

Q. I would like to ask Mr. Wilson if the bank asked for that guarantee? 
—A. Oh, no, we had nothing to do with it. 

Q. Or did the company?—A. The company did. The company were taking 
on a long term transaction with Canadian National Railways and they wanted 
some protection, and the government were the only shareholders of the Canadian 
National Railways prepared to help. 

Hon. Mr. Ruopes: If it is any comfort to you, Mr. Power, I might say 
the government justified that transaction on the basis of relief. 


The Witness: The mayor of Sydney said recently that it took everybody 
off relief in the city of Sydney. 
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Hon. Mr. Ruopes: It will not cost the government 6 per cent, or 6 cents, 
if the obligation is paid off, as we think it will be. 


Mr. Power: As a matter of fact, I have some recollection—if my recollec- 
tion is good—that it has cost the government, up to the present time, some- 
thing like thirteen thousand dollars. 


_ Hon. Mr. Ruopes: There is no need of us going into this transaction here; 
it only has to do with roughly half of the amount involved, so it would be 3 per 
cent, on that basis, because the material was supplied by the company, without 
any interest charge at all. 


Mr. Power: I am not going any further except to say, in answer to the 
minister, that my understanding was that an order in council was passed, 
recently, whereby the amount paid was $13,000. 


The Witness: The government guarantee does not cover 6 per cent; it is 
limited to 5 per cent, but we make the borrower pay the other 1 per cent. 


By Mr. Power: 


@. Now, Mr. Wilson, I addressed a few questions to Mr. Dodds as to the 
situation in regard to securities, or let us say the call loan situation, in Mont- 
real, after the 1931 crash—aA. The Fall of 19381. 

Q. The Fall of 1931, when stocks were pegged on the Montreal stock 
exchange. Did you have any cognizance, or knowledge, of an arrangement 
made with the President of the stock exchange to the effect that the banks 
would support securities, or support the pegging of securities?—A. Well, unlike 
Mr. Dodds, I was in Montreal at that period and I had a lot to do with it. I 
sat in at innumerable conferences, and J very well remember Sunday, the 21st 
September, being at a conference when they sat until 2 o’clock in the morning, 
at which time we were all worn out and went home. 

Q. I have attended many of those myself—aA. I think we are thinking of 
different things. These were bankers and brokers and they were all in a very 
serious mood, believe me. 

Q. You are perhaps more clear as to the result of your evening’s enter- 
tainment than, perhaps, I would have been.—A. Well, I would not say that. 

Q. What was the net result?—-A. I do not pretend to remember all the 
details because, as I say, the conference that took place that night was one, I 
suppose of fifty conferences that have taken place in the last three or four 
years. It seemed to be just a series of crises and whenever the stock brokers 
got into trouble they simply sent for the bankers to hold their hand. They 
asked for our advice as to what they should do, as to whether they should open 
the exchange the next morning. It was suggested—I do not know by whom 
and it makes no difference, I] suppose—that they should find out what they 
were going to do down in New York, and I recall very well that when we broke 
up at 2 o’clock in the morning New York had not then decided what they were 
going to do. They subsequently did decide to open and they had, as you know, 
a pretty bad time. The Montreal brokers in their wisdom, or unwisdom if 
you eare to call it such, decided they would open too, but that they would peg 
prices, that is, the closing price of the previous day would be the price at which 
any transactions would go through. The result was there were very few trans- 
actions going through because there were few people ready to buy at the 
previous day’s price. However, it gave people a chance to get their bearings. 

Q. I quite understand that, but that understanding or arrangement, was 
arrived at in consultation with the bankers, was it not?—-A. They asked us 
for our advice. We took no responsibility for it and we would not make the 
decision. They asked us what we thought they should do. We told them that the 
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exchange did it during the war and it was a make-shift, but it was the best 
thing that anybody could think of. 

Q. And, to the best of your knowledge, the banks, either individually or 
through the association, or otherwise, took no action in that matter or took no 
responsibility?—A. Oh, well, it was not our affair. We did make that very 
plain. We talked it over with them, we did just the same with them as we 
would do with you as a customer coming into the bank asking for advice. 

Q. Well, but brokers were interested in the pegging of these prices largely 
so that they could carry the stocks, which they did, at a pegged price, is that not 
right?—A. They thought they were doing something in the public interest. 
Perhaps in saving their own clients, they were saving themselves too; no doubt 
they were, because their interests are interwoven; you cannot say where one 
begins and the other ends. 

Q. You did not call for additional margin beyond the pegged price?—A. 
Oh, no. We tried to co-operate. What was the use; they did not have it, and 
they could not get it. We did not want to put “ The Street” into liquidation. 

Q. You encouraged the pegging of prices?—-A. We encouraged,—well yes, 
if you want to put it that way. I have told you frankly what happened, and 
I would give the same advice to-day if I were asked the same question under 
similar conditions. 

Q. 1 am merely seeking for information——A. I thought you were trying 
to define what responsibility the bank had for their attitude, and I am trying to 
tell you as clearly as I know, but I am not a lawyer and perhaps I do not 
think— 

Q. You are doing pretty well. It has been suggested to me that we can 
realize that you very often have dealings with lawyers?—A. Yes, I know a 
number of them. 

Q. Then you declined to take any responsibility for the arrangement, yet 
you are prepared to state that you permitted the brokers to understand that 
they would not be called for further margin, beyond the pegged price?—A. Oh, 
yes, but you could not make an arrangement of that sort for any time. It was a 
panicky time. We gave them the advice that we thought was sound under 
those abnormal conditions, but it was a day to day thing, conferences all the 
time, Sundays, nights, all sorts of them. 

Q. It was not made for any length of time?—A. No, not a bit, because, 
Major Power, we would not tie our hands. The chartered banks were not the 
only people loaning money on the street. There is a lot of private money loaned 
on the street and I would be very foolish if I sat down and said, for my bank, 
I will not do this, or I will do that for a period of weeks, or months, when I 
did not know what the other fellow was going to do. I will co-operate, if the 
other fellow comes along too. 

Q. The next time a broker comes to you and asks you to hold his hand, 
tell him to go to somebody else?—A. Oh, no, that would not be polite. 

Q. How long did this understanding last?—A. I cannot tell you, Major 
Power. 

Q. Have you any idea of about at what period of time the banks began 
to sell under the market price, began to sell their own stocks or their clients’ 
stocks under the market price?—A. In other words, sell them outside the 
exchange? 

Q. Yes?—A. So far as I know we never did; I have no recollection of it. 
We would be defeating the very thing that we advised them to do. 

Q. That is the burden of the charge I am trying to bring against you?— 
A. I think I understand that too. 
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Q. And you say that is not so?—A. I have no recollection of it. I have no 
recollection of doing a thing like that, and I do not see how it could be done 
because you would hardly be keeping faith, especially in view of the fact that 
we suggested that they adopt a certain course and then go out and do some- 
thing entirely opposite myself. We would not do that. 

Q. If you have two clients one of whom had 100 shares of Montreal 
Power and another who had a certain amount of money and who might be a 
purchaser of Montreal Power at a bargain, and you knew that the one that 
had the 100 shares of Montreal Power was in a rather shaky condition, could 
not sell his stuff at the market price or at the pegged price—I am saying 100 
shares although probably it might be a thousand—was it not your practice to 
tell Mr. A. this: “Now, Mr. B. is possibly a buyer, you go and sell the stock 
to him for twenty”.—A. I do not think I ever told anybody that in my life. 
I am not in the stockbroker business, so why should I. There would probably 
be another amendment to the Bank Act suggested if we were to do that sort of 
thing. 

Q. It is bad enough to be in the security business without being in the 
stock market business—A. There are degrees, you see. 

Q. But, to your knowledge, that was not a common practice?—A. Seriously 
no, Major Power. 

Q. Now, I understood you to say that it was after the crash that you advised 
certain clients of yours to discontinue the payment of dividends which might 
possibly impair their capital. Was that step taken prior to the crash?—A. 
Many times before, whenever the situation of a company justified it. That 
is our duty as bankers. 

Q. But you did not insist more particularly after the crash?—A. No, but 
you can quite understand when most companies were losing money that you 
would, of necessity, have to discuss it more often than you did in say 1927 
or 1928 when most companies were making money. 

Q. Without asking you any question as to any specific company, but hav- 
ing one, in my own mind, which I shall not mention, did you ever allow a com- 
pany to borrow money from you with which to pay dividends after the erash?— 
A. If they were in a sound position and the financial position of the company 
justified it, yes. There is no objection legally, nor is there any objection morally, 
or economically or otherwise. There are, of course, certain companies that are 
paying dividends regularly that are borrowing steadily from banks. There is 
nothing wrong in that. 

Q. If it is justified by the financial position, that is to say, their capital 
financial position?—A. Oh yes, and their liquid position. That is what bankers: 
look out for. 

Q. I shall probably have to refer to that, later on, when I am discussing 
the pulp and paper industry, but I do know of one company which a short 
time after it paid dividends was put into liquidation, and the dividends were 
paid out of money borrowed from the bank.—A. Nothing improper about that 
at all. 

Q. There is nothing improper about that at all?—A. Oh, absolutely not. 

Q. We had some discussion the other day with Mr. Dodds on the subject 
of the recommendation by banks to clients to purchase securities—A. I heard 
some of it, I do not know whether I heard it all. 

Q. Do you take the same attitude as Mr. Dodds, that you do not recom- 
mend the purchase of securities to your clients?—A. Well, one can not answer 
that “Yes” or “No.” Banks are in the security business, in fact, banks all 
over the world are, but our security business is limited principally to Do- 
minion bonds, Provincial bonds and Municipal securities. You mentioned pulp 
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and paper, which brings to my mind that no bank in Canada has ever sponsored 
the sale of pulp and paper securities, not that that is casting any reflection 
on the industry but simply because they just have not done it. I want to be 
clear on that. I do not want to be taken as singling that particular industry 
out because it is our biggest manufacturing industry, and it is not dead yet 
either. However, we are in a limited way in the security business. We put 
our name on a prospectus selling Dominion government, or Provincial bonds, 
or City of Quebec or City of Montreal securities, and we feel that we recom- 
mend them otherwise we would not put our name on the prospectus. I would 
not offer a man something, or advise him to buy something, that I did not 
think was good. 

Q. Well, do your controlled or affiliated companies——A. We haven’t any, 
but go ahead, it is a hypothetical question. : 

Q. No controlled companies?—A. The only controlled company we have 
is our own real estate holding company, that is, Royal Bank 100 per cent owned, 
but that company does not do any business with the public. We have no con- 
trolled or associated or affiliated companies, or any subsidiaries. 

Q. You would not call the Montreal Trust Company a subsidiary ?— 
A. We do not own a share of it. 

Q. You would not call it an associated company?—A. We do not own any 
shares, if you are talking of the bank. 

Q. I see your distinction, Mr. Wilson. However, we may come to that 
some other time.—A. I dare say. 

Q. Under another item. But the point I am trying to make is, would 
there not be a tendency, owing to your admitted affiliation, through directors, 
to give perhaps better support to securities sold through your affiliate than to 
other securities?—A. You are talking of affiliates again. As I say, we have 
none. If you mean the Montreal Trust Company, the Montreal Trust Company 
does not buy securities or sell securities. That is not their business, they are a 
Trust Company. 

Q. No, it underwrites——A. No, it does not. It never underwrote a security 
in its life. It buys investments for estates that it controls or invests funds that 
it controls, but there is no underwriting. They never did such a thing in their 
history. 

Q. I have no doubt they have what might be called a recommended list of 
securities?—A. Oh yes, surely. I happened to pass on some yesterday: 
Dominion government bonds. That was their recommended list yesterday. 

Q. Perhaps yesterday, but, perhaps, the day before yesterday, and the 
day before that, it may not have been quite the same?—A. Well, possibly not. 
I do not get your point, Major Power. 

Mr. Ernst: Such securities would have to be “ trustee securities’ in this 
case, unless there was freedom given by the particular bequest or trust fund. 

Mr. Power: I quite understand that, I am not discussing that. 

The Chairman: Might you just make your point clear; it is not quite 
clear to me, Mr. Power. 


” 


By Mr: Power: 


Q. My point is, that trust companies do recommend to their clients, and 
to estates which, as Mr. Ernst very properly points out, can purchase trustee 
securities—but trust companies do recommend the purchase of certain other 
securities?—A. They not only recommend but they purchase them. They act 
for estates and as agents for many people, and as such they make investments; 
they frequently have the sole discretion as to what they should buy; but they 
do not make recommendations in the sense that you perhaps might drop in, as 
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a stranger, and ask the manager what is a good thing to buy. In that case he 
would say: Well, we have no relations with you, we do not know anything 
about you, it is not our business, you had better go and talk to somebody who 
is in the security business, 

Q. Would there not be a tendency on the part of the bank in the class of 
securities which are recommended in that way by the Montreal Trust to en- 
deavour, as far as possible, to support those securities in the market?— 
A. Would the Royal Bank try to support in the market securities that that 
trust company bought for these estates or clients? 

Q. Or recommend them?—A. The Royal Bank as a bank would not know 
what they were. I might know, because I happen to be a director, and a mem- 
ber of the executive committee of the trust company, but I do not buy the 
securities. 

Q. But would there not be a tendency on your part to support these 
securities?—A. No, the bank does not buy that type of securities. Our pur- 
chases of securities are government securities, and we do not need anybody’s 
advice about them. I have my own idea of what a Dominion government bond 
is worth or Province of Ontario bonds are worth. 

Q. But, in your capacity as a banker then, after having passed on a line 
of securities in your capacity as a Montreal Trust director, you find that some 
of your clients are perhaps loaded up with certain securities——A. You mean 
some of the bank’s clients? 

Q. Yes, loaded up with certain securities, collateral, would it affect your 
judgment in telling them to sell, or would it not?—A. Are not you imputing 
motives to me that you would not like me to impute to you? In other words, 
would I try to unload something that the bank had. 

Q. Pardon me, I had no such intention. 


The CHAIRMAN: I think you both are at cross purposes. 
The Witness: Will you please repeat your question. 


By Mr. Power: 


Q. Well, you are an administrator of the Montreal Trust Company?—A. I 
am a director. I do not run their business though. 

Q. No, no. Yesterday, you say, you passed on certain securities that you 
thought were securities that could be recommended?—A. Yes. 

Q. Say I happen to be a client of your bank?—A. Yes. 

Q. And I happen to be in difficulties, or about to get into difficulties, and I 
own a large block of some of those securities, would you not feel that if you 
forced me to sell those securities that that might depress others that you had 
recommended as a director of the Trust Company?—A. No. But, Major, you 
overlook this fact: If you were in difficulties you would not be owning the type 
of securities that I recommended yesterday should be bought for these estates. 

Q. Why not?—A. A man who buys Dominion of Canada bonds, or Province 
of Quebec bonds is not usually in difficulties. 

Q. You will admit that there was a time, if not yesterday or the day before, 
when trust companies had, on their recommended list, securities other than 
Dominion Government, municipal bonds, and Province of Quebec bonds?—A. I 
do not understand what you mean by, “on their recommended list.” You mean 
they bought securities other than Dominion Government and Provincial? 

Q. If a client came in, or a person who wished to acquire a trust, came in 
and said, “Tell me what would be a good diversified list of common stocks and 
bonds?”—A. You mean the trust company would hand out a list. 

Q. Yes, does not the trust company have such a list and say we have such 
a list and we think such and such would be a good investment?—A. I never 
heard of it. They would do as I would do. A customer might come into the 
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bank and say he would like to invest some money and I would tell him he should 
buy government bonds. In many cases the man will say, “I do not want gov- 
ernment bonds because I want a little higher yield.” In such a case one might 
name over quite a number of good securities. I know in my case I would tell 
you, if you happened to be the customer, what I honestly thought about it, and 
that is all there would be to it; you would go away then and make your own 
decision. 

Q. Does not the Montreal Trust Company, or some trust companies, have 
such a list? If you went into them and asked them how to invest your surplus 
funds, or estate funds, and stated to them that you did not want government 
bonds, don’t they have such a list?—A. You mean a list that they could pull out 
of a drawer? 

Q. Yes?—A.-I would not think so. I cannot conceive why they should have, 
because that type of transaction would not happen often enough to make it 
necessary. If, in my business, I had someone coming in to me every day in that 
connection, in order to save time I might type out half a dozen items. 

Q. That would be a purely personal thing?—-A. Oh, yes. 

Q. I am talking about the advice a trust company would give to someone 
asking for advice?—A. I am sure they would not. 

The CHairMAN: You are suggesting a special policy on the part of the trust 
companies. 

Mr. Power: Yes, I am suggesting that if there is not now, at least there was, 
such a policy. 

The Wirness: You may know better than I. I am a director of only one 
trust company. 


By Mr. Power: 
Q. I am not a director of any. However, as far as you know, there is no 
such list?—A. Oh, no. 
Q. It has been suggested to me that I go into the question of reserve funds 
but I think that had better come up when we discuss the appropriate section of 
the Bank Act. 


The CuarrMAN: I think that would be more cognate. 


By Mr. Power: 

Q. Mr. Mackenzie, who has been discussing this matter with Mr. Dodds, 
points out to me, that in a brief compiled and submitted, on behalf of the British 
Columbia Bond Dealers’ Association, to the Royal Commission appointed by 
the Government of the Dominion of Canada to enquire into and make recom- 
mendation as to any necessary amendments to the Bank Act—the brief being 
dated September, 1933—on page 11 the following appears: 

Next let us present to you exhibit 10: a printed circular dated at 
Vancouver August 2, 1930. This is headed in large type as follows: 
“The Canadian Bank of Commerce Bond Department, Vancouver, 
Monthly Offering List.” Printed on the front of it, in red, is this 
insceription— 

Investment in high grade bonds is one excellent method of 
accumulating a substantial estate. We suggest that to begin a 
systematic savings plan for investment, it would be advantageous 
to open with this bank a special savings account, in which you 
would deposit a certain amount at regular intervals. ' 


This is followed, in bold type, by “Securities bought, sold, or quoted.” 


In this list there is a total of sixty-six different issues of bonds offered. 
It is interesting to note that three of the issues offered—and which one 


[Mr. M. W. Wilson] 


428 SELECT STANDING COMMITTEE 


might be presumed to infer—are to be considered “High grade bonds” 
designed to give effect to the Banks’ “Excellent method of accumulating 
a substantial estate” are one hundred thousand dollars of Beauharnois 
Power Corporation, 6 per cent bonds at a price of 100—Five Thousand 
dollars of Abitibi Power and Paper Co. Ltd 5 per cent bonds at 864 and 
two thousand dollars Canada Steamship Lines Limited 6 per cent bonds 
at 93, all of which bonds have since defaulted, and are still in default, 
as to interest payments and were quoted in April, last year, at 40, 15 and 
17 respectively. 


Mr. Howarp: Was not Detroit Bridge also in there? 


By Mr. Power: 

@. I gather from you, to the best of your knowledge no bank, or banks, 
have ever sold pulp and paper issues?—A. I know they did not, I had it checked 
up. I knew we never did; I had it checked up with respect to the other banks. 
I did not say have for sale. I said sponsored the securities issued. 

The CuHatrMAN: There is a real distinction there, Mr. Power. 


Mr. Power: Mr. Dodds and Mr. Wilson do not agree as to whether the 
printing of the bank’s name at the bottom of a prospectus for the sale of bonds 
1s a recommendation or not. Mr. Dodds says “no” and Mr. Wilson says “‘yes.” 


The Wirness: I am not disagreeing with Mr. Dodds. I simply say that 

my view would be that that carried an implied recommendation of the bank. 
By Mr. Power: 

Q. Referring to this particular circular?—A. I have never seen a circular 
like that. 

Q. Would this imply any recommendation by the bank?—A. I think it 
would mean that they considered—undoubtedly it must mean that they con- 
sidered—the securities listed as good securities to buy. I think it was a reason- 
ably good list. You said it was dated.... When was it dated? 

Q. August 2, 1930. Do not tell me that Abitibi was good in 1980?—A. 
It was. 

Q. I will go into the banking business myself?—A. You can have my 
job, if you are looking for trouble. August, 1930. You said there were 60 odd 
issues there? 

Q. No, $5,000 worth of Abitibi?—A. I am not thinking of the amount, I am 
thinking of the number of different issues in the circular issued in August, 1930. 

Q. Sixty-six different issues of bonds?—A. Yes, sixty-six different issues of 
bonds and after the worst cataclysm that the world has ever seen, you found 
three had gone bad. 

Q. I will give you more bad than that.—A. I thought you said there were 
only three bad. But, tell me, who submitted that list to the Macmillan Com- 
mission. 

Q. The British Columbia Bondholders’ Association—A. That is rather 
good. 

Q. The exhibits were all filed?—-A. That was discussed very exhaustively. 
Did you read what the Macmillan Commission had to say about it after they 
heard all this discussion? 

Q. I did, the other day. 


The CHatrMAN: It is mentioned in their report in paragraph 269. 


By Mr. Power: 
Q. Paragraph 269 reads as follows: 


While there is no doubt of the banks’ right to deal in securities we 
could not fail to be impressed by evidence of abuses. It may be true 
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that the volume of industrial or other securities sponsored and distributed 
by the banks may have been small in comparison with that of the gov- 
ernmental and municipal issues sold by them, but we, nevertheless, 
strongly urge upon the Canadian banks the advisability of refrain- 
ing from dealing in, or distributing for their own account, any but the 
highest class securities available in the country, and more particularly 
those issued by governments, municipalities and other public or semi- 
public bodies. 


Section 270: 


As regards trading in stocks we do not consider that the banks should 
act otherwise than as agents for their customers to place such orders 
as they may receive through the regularly constituted channels provided 
by the brokers and investment bankers. 


—A. There is no suggestion that the banks ever did act otherwise than as 
brokers. 

Q. Did you read that yourself?—A. I was following it, yes. 

Q. “As regards trading in stocks” ?—A. Yes. 

Q. “We do not consider that the banks should act otherwise than as 
agents for their customers ”?—-A. I read that, and it does not say that they 
ever did act in any other manner. They are just trying to emphasize the broker 
point of view. I may say, as far as I am concerned, I am fed up with corpora- 
tion financing, in so far as our bond department is concerned. 

Q. I would not blame you a bit?—-A. Whether you do or not, I am. 

Q. A lot of other people have made up their mind on that, too? 


The CuarrMAN: Hear, hear. 


By Mr. Power: 

Q. Does not there seem to be some implication, at least, in paragraph 269, 
which I have just read, that the banks have dealt with, sponsored or distributed 
——A. Well, I am a little embarrassed. You refer to me the circular of another 
bank. I would rather not talk about another bank, no. 

Q. You do not want to speak about what was issued by another bank? 
—A. Let me stick to what I know about my own institution. 

Q. You quoted the Macmillan report to me?—A. Yes, that is right. 

Q. I am now quoting it to you?—A. That is right. And I say there 
may have been abuses. I am not attempting to say what those abuses were. 
They could not have been serious, otherwise they would have been elaborated 
on. I take it that it is a reasonable assumption that the abuses were these: 
the bond dealers made very strong complaints that the banks were interfering 
with their business; they were too active in the bond departments. That is 
quite natural. We all hate competition. We all hke to work alone. I do not 
blame the bond dealers at all for that; but on the other hand they do not like 
our competition. I do not see why we should give up a right that the bank has 
had, and all banks have had since time immemorial; I do not go that far. But 
we have tried never to be unfair with them, and without endeavouring to make 
a comparison, if you talk to the bond dealers individually, they will tell you 
that the Royal Bank has passed up many opportunities to cut into their 
business. In fact, I remember one time a gentleman who has been most active 
in the propaganda against the banks on the question of the securities business, 
saying to me over the lunch table—I emphasize where it was, over the lunch 
table—Wilson, you are a fool; you have 800 branches in Canada, and you 
could do all the security business in Canada, if you tried to. 

Q. He did not ask you to give him the selling agency ?—A. No, he was not 
looking for anything else. I had given him a lunch. He seriously felt that 
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I considered the security end of our business just a little department, and so 
far as I am concerned, it will never be a big department of the Royal Bank, 
and I do not think it is of any other bank, either. 

Q. You will concede this, I suppose, that in so far as the Macmillan Com- 
mission is concerned, the commissioners were in agreement in regard to the 
banks. Will you concede this, that paragraph 269 contains, at least, an implied 
i cecil iaaate Yes. I am not trying to read something in it that is not 
there. 


By Mr. Irvine: 


Q. Mr. Wilson, am I right in assuming that the banks in Canada have 
been administering the financial system of this country?—A. You will have to 
define ‘‘ administering.” 

Q. That is to say that certain well-defined financial principles are accepted 
generally and embodied in the Bank Act that you administer in the sense that 
you carry out— —A.I would say we are operating banks within the four 
corners of the Bank Act. 

Q. Do you think that in so operating you are limited to any extent in 
giving the fullest financial service to the economic requirements of the country? 
—A. In other words, are there adequate banking facilities in Canada? 

Q. Not exactly that, unless you imply in banking facilities something more 
than what is generally understood?—A. That is just what I want to know. I 
do not want to agree with something I do not understand. 

Q. Perhaps I can get at it this way. Here is a monthly letter of your 
own bank, and a very excellent one— —A. Thank you. 

Q. It contains a paragraph which will bring out the point I want to make: 
“The present depression is usually explained in terms of extravagance, over- 
production, excessive tariff barriers, etc. In varying degrees these, as well as 
other contributing factors, produced situations which were essentially unsound; 
but, speaking generally, the controlling influence has been the mismanagement 
of money and credit. The average price level is determined by the relation of 
goods and services rendered to the volume of the money supply, and the 
disastrous fall in the general price level would not have occurred had the supply 
of money been properly regulated. 


Mr. MacMrtian (Saskatoon): What is the date? 
Mr. Irvine: February, 1932. 
The Witness: I have that here. 


By Mr. Irvine: 


Q. What do you think of that statement; do you agree substantially with 
it?—-A. I do not agree with everything that is said in there because this is a 
sort of, what shall I say, an educational department of the bank. And I do 
not disagree. I would not like it to go out that I materially disagree with it; 
but as you know on economic matters there are all shades of opinion; it is not 
all black and white as it used to be when we were young. There is a gray 
area now. 

Q. Well, I would not agree, sir, that there is any room for difference of 
opinion about economic facts or economic principles. Economies is as scien- 
tific as any other branch of science?—A. Well, sir, it must be lovely to be that 
sure; I am not. 

Q. Are you as sure about it as the bank was in its monthly letter?—A. Let 
me get back to this. I agree substantially with that, yes; that is what you 
want me to say. 
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Q. Substantially. There may be shades of difference?—A. If I were writing 
it, I would have said it a little differently, put in a different expression in one 
case and another. 

Q. In carrying on your banking business, were you aware of any restrictions 
which would have prevented your bank, or any other bank, from issuing suffi- 
cient money or credit to have met the economic situation?—A. No, I have never 
been conscious of any such restriction. I think under our system there is ample 
scope, for the granting of credit for the financial operations of the country, 
ample. 

Q. Then, of course, you would not exactly agree with the statement in this 
monthly letter?—A. That is a world-wide survey, and it is not set out with 
particular reference to Canada. It is world-wide. 

Q. Do you think it would be possible for Canada to have a domestic 
currency system which would be designed to supply the internal financial 
requirements of Canada, irrespective of the rest of the world?—A. I think we 
have it now. We are not suffering from any lack of currency in Canada. 

Q. I won’t go into the technique of what currency is?—A. I will go a 
step further, if you want me to. There is ample credit in Canada available— 

Q. Let me ask you this: do you think that more goods and services could 
be properly used by the people of Canada to-day, if they had more money ?— 
A. If they had money, undoubtedly. I could use some myself. 

Q. Yes?—A. Yes. 

Q. And therefore we are wholly right in assuming that there is a scarcity 
of money for consumers, at least?—-A. Not necessarily. You said, “‘Could I use 
more services and goods if I had more money”? If I were disposed to spend 
it, yes. Lots of people have money which they have not been disposed to spend. 
That has been one of the troubles the last few years. People have been living 
as in a fright. They have seen such terrible things happen they have been 
afraid to spend normally. 

Q. You are speaking now of those who had investments and bonds, but 
I am speaking of most of the people who have not money to spend. You are 
aware that about a million and a quarter of our people have been taken care 
of by the various governments for some years?—A. Yes, unfortunately I am. 

Q. You would surely agree with this, that if these people had a little more 
money it would not be necessary for the government to take care of them?—A. 
Surely, I agree. If the farmers in southern Saskatchewan had not been visited 
with a drought for four years, they would be happy. I would be very glad to do 
anything I could to make them happy, but no one ever told me how to give them 
a good crop. 

Q. I am not charging you, personally?—A. I understand. 

Q. I am trying to get at this one thing, with which I believe the financial 
principles under which we are operating are bound up, and on which the Bank 
Act is based?—A. Yes. 

Q. Do you think it is possible, under a financial system that is performing 
a proper function, that instead of issuing advances as they are issued now, to 
issue them on production?—A. Issuing what? 

Q. Financial. services; that is to say, credits to the financial corporations 
and production generally. 


Mr. MacMituan (Saskatoon): Farmers. 
Mr. Irvine: Yes, they are producers, too. 


By Mr. Irvine: 
Q. Instead of issuing the finances that the country requires for production, 
would it not he possible to issue them directly to the consumer and let them 
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go to the producer through the purchase of goods?—A. That is a very long 
question, and I am not sure that I understand it. Be specific. You say, issuing 
money direct to the consumer? Who issues it direct? 

Q. The banks do?—A. Well, I understand— 

Q. Let me take a concrete case. Here is a boot and shoe factory, and they 
want to produce so many hundred thousand pairs of boots in a year. To do 
that, they go to the bank for financial assistance?—A. Yes. 

Q. And obtain it, as they probably should. I am not discussing that. Then, 
the boots which they produce have to be sold?—A. Yes. 

Q. And in the last analysis, the only people who buy those boots are the 
people who make them?—A. Well, they are part of the consuming public. 

Q. I will show you how it works out. The only people to buy those boots 
are the people who make them and the only way they can buy them is out 
of the wages that they are paid for making them, and the same thing applies 
to every industry in the country—A. Exactly, their purchasing power is limited 
to what they produce themselves. I agree with that. 

Q. No, they purchase so many pairs of boots and they cannot purchase 
any more because they have not the money to buy them. That is the fact.— 
A. They should strike for higher wages, I should say. 

Q. That is a very good admission from a banker. I hope sir, that you 
will carry that out when it comes to your bank clerks?—A. Well, we try to 
treat our bank clerks decently. You have not had very many complaints 
from them have you? 

Q. Very many.—A. Why don’t you do like other members of parliament, 
send those letters to me? 

Q. I have more respect for the individual who complains, because it might 
go hard with him in some cases?—A. Strange as it may seem, I would try 
to be fair, 

Q. To get back to the question I tried to elucidate?—A. I am trying to 
be serious, I find it difficult to follow the thing. Is this the Douglas theory? 
As an economist, I am a very fair banker. I am not competent to discuss Mr. 
Douglas’ theories, but go ahead, I will answer any question [I can. 

Q. I did not call it Mr. Douglas’ theory. I am merely asking you these 
things to see whether you think they are facts or not. If what I have said 
are not facts, just say so?—A. It could only be my own individual opinion. 

Q. It is not a matter of opinion whether or not a wage earner has enough 
to buy goods out of the wages he obtains. Is that a matter of opinion?—A. 
No. 

Q. That is a matter of fact?—A. You said a moment ago he produced 
the boots, and then when he came around to get a pair, he had not the where- 
withal to buy them. 

Q. Exactly —A. That is what you said a moment ago. 


The CuatrmMan: If he had been thrifty he would be able to buy the boots. 


Mr. Irvine: I do not want to go into that; if he had practised thrift there 
would have been fewer boots bought and consequently more unemployment. 


The CHairmMAn: If he had practised proper thrift he-would have had 
money with which to buy boots. If he had not spent money on automobiles 
he would be able to buy boots. 


Mr. Irvine: You are not saying that because he did not practice thrift 
he could not buy boots? 


The CuHarrMAN: I do not want to get into an argument with you. 


Mr. Irvine: I hope not. 
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By Mr. Irvine: 


Q. Now a question and I will finish with this: Do you think it would 
be possible, instead of issuing money to the manufacturer of boots, so that 
it will filter down in the process of production and go out in wages, to issue 
it to the consumer, first of all, so that the money which he gets will rise up 
and reach the producer eventually, so the latter may carry on the industries of 
the country. 

Mr. Ernst: I would suggest that Mr. Wilson, when he is asked that, be 
informed whether he is being asked to answer as a practical banker, or as 
an economist. 

Mr. Irvine: I do not give a—which way you put it. 

The CHAIRMAN: You are propounding the theories of Major Douglas, and 
I do not think you should address them to a banker. If you are addressing 
them to him as a banker, he will give you his answer. 

Mr. Ernst: In other words, as a banker can he loan money for that 
purpose? 

The Cuamman: Can you Joan the depositor’s money for that purpose? 

The Wirness: You used the term “Issue”. I am not very familiar with 
that, in the sense you use it; but you say, can we issue money to the ultimate 
customer instead of the manufacturer. As I see it now, we loan money to the 
manufacturer, and he buys his raw material, pays his wages—decent wages, I 
hope—and it trickles down and everybody gets a share. As a practical banker, 
I do not see how one can do it from the other end; because where would the 
manufacturer be, unless we make the loans to him. How could he buy his raw 
material, if we give the money to the consumer? According to your theory, 
the man who makes the products in the lower stages of production is the man 
who is the purchaser. Is he going to be satisfied with that? 

Q. I think you have my point?—A. I think I have. 

Q. Let us put it this way: I think you will agree with me that there are 
many pairs of boots on the shelves of warehouses to-day, and in our factories, 
that are not being moved because there are no purchasers?—A. Well, I think 
the boot and shoe business is very good. 

Q. I am talking about hypothetical cases?—-A. Well, there have been times 
when they could not move them as readily as they liked. 

Q@. There are many people in Canada who have no boots, and could use 
them well, even with the thrift they are using to-day?—A. Quite well. 

Q. If, then, they were financed so that they could buy these boots and at 
the same time secure the wages, would not the manufacturers ultimately get 
the money?—A. In that sense you say the people have not the means of buying 
the boots and now you say they should be financed so that they could get them. 
You mean give them relief money. But that is what they are getting now. 

Q. To some extent?—A. You give it another name, but it is the same thing. 

Q. I must not take the time of the committee to carry this on much farther? 
—A. I am sorry if I do not understand some of the things. 

Q. I think you understand very well. I am going to ask just one more 
question. Would you say that the banking system of Canada to-day—as a 
banking system, of course, it is good, you know—is better designed to finance 
securities than earnings?—A. I do not know what you mean by that. I think 
the banking system is designed to finance the business of the country. 


By Mr. Fraser (Cariboo): 
Q. Mr. Wilson, I should like to ask you a few questions. In your state- 


ment in reply to Mr. Irvine a moment ago, you said that banks were operating 
within the four corners of the Bank Act?—A. Yes 
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Q. Section 91 of the Bank Act reads as follows:— 

The Bank may stipulate for, take, reserve or exact any rate of 
interest or discount not exceeding 7 per cent per annum and may receive 
and take in advance any such rate, but no higher rate of interest shall 
be recoverable by the bank. 

Now it has been stated by the other general managers who have appeared before 
the committee that the general rate of interest throughout the country is eight 
per cent. 

Mr. Dopps: No sir, I never made any such statement. 

The Witness: No, that statement was not made, sir. 


By Mr. Fraser: 

Q. Do you make the statement now that your bank does not charge eight 
per cent?—A. I make the statement that our bank does not charge eight per 
cent at the moment. JI make the further statement that we charged eight per 
cent in certain cases in the past; and I will make a third statement. In doing 
so, we operate within the four corners of the Bank Act. 

Q. Very well?—A. Would you like me to explain what I mean by that? 

Q. All I want to ask, Mr. Wilson, is how you justify that rate of eight 
per cent?—A. I will tell you how we justify it. 

Q. As being within the four corners of the Bank Act?—A. The section of 
the Bank Act to which you refer is very ambiguously drawn. There have been 
cases come before the courts, and one case in particular went to the highest 
court in the empire, the Privy Council; and the Privy Council decided that if 
a customer agreed to pay eight per cent or 74 per cent, anything above 7 per 
cent, paid it voluntarily, he could not recover it back. Now that decision was 
made by the Privy Council in 1913, over twenty years ago. I say, then Mr. 
Fraser, that Parliament had twenty years in which to change that section of 
the Bank Act, if it was the intention that the banks and the people of the 
country should operate within the terms of this Privy Council decision. Is 
that a fair statement? 

Q. Yes, that is your statement, and all I could expect.—A. Well, I do not 
know. I am serious. 

Q. I would not say that is a statement that would be generally accepted, 
not by any means, by the customers of the banks?—-A. Well— 

The CHAIRMAN: Page 72 of the Macmillan report, sections 248, 249 and 250 
set up the position. Section 250 states: 

The banks appear to have taken the view that if a client agrees 
to a higher rate than 7 per cent and actually pays it, so as to render the 
payment irrecoverable, the transaction is legitimate and by acting on this 
view have laid themselves open to the allegation that they have been 
evading the law. 

Mr. Fraser: Yes; but I should like you to look at the preceding section, 
Mr. Chairman. 

The CHAIRMAN: Yes? 

Mr. Fraser: At the end of the section, commencing about the seventh line 
from the bottom where they comment on the judgment: 

The opinion of their Lordships as expressed by Lord Moulton (at 
page 316) was “that the express provisions of the first portion of this 
clause rendered it ultra vires on the part of the bank to insert in the 
chattel mortgage of May 28, 1907, the stipulation that interest should be 
payable at the rate of eight per cent, and that therefore that stipulation 
is inoperative.” An illegitimate charge is not rendered legitimate by 
reason of the fact that if it had actually been repaid it may be irre- 
coverable. 
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Mr. Dopps: No court has dealt with this, sir. This is just the opinion of 
the commission; that was not a court. 

The Witness: I will stick to my statement that the privy council interpreted 
that section. 

Mr. Fraser: I am not competent to go into the legal aspect of it. I will 
leave that to some other members of the committee, I shall not pursue it further. 

The Wirness: I say now that Parliament is about to do the intelligent 
thing, clarify that section and make it clear that we cannot charge more than 
7 per cent, and I am content with that. 

Mr. Fraser: You put the onus on Parliament? 

The Witness: They write the laws; we do not. 


By Mr. Coote: 

Q. In other words, you operate within the letter of the Bank Act, not 
within the spirit of it, is that what you mean?—A. I did not say that. I say 
we operate within the four corners of the law which the privy council was 
capable of interpreting in spirit as well as in letter. 

The CuHairMAN: I should like to point out to the members of the committee 
that the case of McHugh vs. the Union Bank of Canada was decided in 19138, 
and in 1923 we did try to fix that section so as to render it impossible to exact 
more than 7 per cent. I remember something about that. 

Mr. Coore: I remember the committee turning down an amendment which 
we brought down. 

The CuatrMAn: I do remember there was a change made in that section. 

Mr. Spencer: No. 

The CuHamrMAN: There was a change made in section 91 in 1923. 

Mr. Spencer: Subsection 4 was put in in 1923. 

Mr. Coore: There was an amendment brought in which would have made 
7 per cent the limit. 

The CHAIRMAN: Well, we will look up the proceedings in 1923. 

Mr. CoorE: But the amendment was defeated. 


By Mr. Fraser (Cariboo) : 


Q. Subsection 4, Mr. Wilson?—A. Of the same section? 
Q. Yes, of the same section:— 


No bank shall directly or indirectly charge or receive any sum what- 
soever for the keeping of any account unless such charge is made by 
express agreement between the bank and the customer. 


Now, does your bank make a service charge for keeping accounts?—A. We do 
it, by agreement with the customer. 

Q. In the case of the collection of these accounts, in all cases of collection 
of a service charge, your answer is that you have a special agreement with the 
customer?—A. That is so, and that is our instruction to our managers and our 
staff, and nobody has yet stated to me that it has not been carried out. 

Q. And, therefore, you are not violating the Bank Act when you are making 
that charge?—A. So far as I know we are observing the Act. 

Q. When did your bank initiate the collection of these service charges?—A. 
The Royal Bank? 

Q. Yes?—A. Not to my knowledge. 

Q. I say when, at what time?—A. Excuse me, I misunderstood you. 

Q. You have not always collected that service charge from your customers, 
or insisted on them signing an agreement of that kind?—A. No, but it has become 
pretty hard to make money nowadays. 
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Q. The point of my question is this, was the inception of that charge not 
coincident with the depression?—A. No, no. This was put in by this Committee 
ten years ago, 1923. ‘ 

Q. I am not talking about when it was put into the Bank Act. I am talking 
about when you put it into practical effect, the collection of that charge, when 
was that?—A. I cannot say exactly, but looking at this subsection I realize that 
that was passed in 1923; and the practice must antedate 1923; it must, otherwise 
why did the Committee deal with it then. 

Q. Do you mean to tell me that the banks had been charging that service 
charge before 1923?—A. In cases, yes, in individual cases. 

The CHAIRMAN: You and I never had to pay it, Mr. Fraser. 


Mr. Fraser: I never heard of it until after this depression struck the country, 
but I have heard lots of comments on it since. 


The Witness: It is done in almost every bank, in almost every country— 
the American banks, French banks and English banks all make this charge and 
have for a long long time. 

Q. I quite understand about that, Mr. Wilson, but the point I wanted to 
clear up was this: Personally I never heard of the charge until after the depres- 
sion but since then I have heard plenty about it?—A. Well all right, to sum- 
marize, the banks have been making this charge in individual cases for ten, 
fifteen and twenty years. 

Q. Well then, was there not an increase in the number of accounts that were 
brought under the operation of that section, since the depression?—A. I would 
not say that, no. 

@. You would say there were not?—A. I cannot say “yes” or “no” to that, 
I have not looked it up, but I would not be surprised if there were though. 

Q. You would not be surprised if there were?—A. Oh no, not at all. 

Q. Your general profits are not as large and you are looking to that means 
to keep them up?—A. We are like everybody else, we are working hard every 
day to keep out of the red. 


The CHaArRMAN: Before we leave this question of 7 per cent, there was an 
amendment moved by Mr. Shaw in 1923, respecting the interest rate, and I am 
told it was struck out by the Senate. I think my memory is fairly correct. 


Mr. Power: I do not think it was carried in this committee. I know I 
voted in the minority, I voted against the government. 


The CHAIRMAN: Well, that is the record there anyway. And I would 
like to call Mr. Fraser’s attention to the last sentence of paragraph 257 of the 
Macmillan report. It has been stated here that the Macmillan report is not 
the Bible on banking, but the commissioners make this statement in respect to 
this very matter: 

The reasonableness of the banks making by agreement charges for 
services rendered in administering active accounts, when the customer 
offers no collateral or compensating advantage to the bank, has been 
recognized by the Bank Act, and rightly so. Any other mode of pro- 
cedure would result in the shifting of the costs of performing certain 
services from one class of customers to another class. 


By Mr. Perley (Qu Appelle) : 


Q. Would you mind giving us the amount of advances to farmers, say 
in 1929, by your bank?—-A. You mean the Royal Bank? 

Q. Yes, the Royal Bank?—A. I do not think I can give you that, sir. 

Q. Well, in 1933. 


The Cuatrman: Mr. Logan gave that for his bank. 
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Mr. Perupy: Just with respect to his bank, not the Royal Bank. I want 
to get at the farm loans granted by the Royal Bank?—A. I have not got 
those, sir. 


By the Chairman: 


Q. Do you segregate them?—A. No, we do not, Mr. Chairman, but I 
happened to run across, yesterday, a statement that was prepared for the Mac- 
millan Commission last year and that gave our farmer loans in the West, 
for 1933 that would be, and at that time we had between $15,000,000 and 
$16,000,000. And that statement furthermore showed—and this is apropos 
of a statement that Mr. Logan made with regard to his bank on Tuesday— 
that during the previous twelve months, that is, in 1932, we made fresh loans 
to 13,600 farmers. ‘Those fresh loans amounted to $2,486,000, and of the 
$2,486,000 of fresh loans that we made in 1932 we collected $1,540,000. 

Q. You mean new money?—A. Yes, sir, new money, for the season’s 
operations. I do not suggest that the difference between $1,500,000 and 
$2,400,000 was a loss. It is a carry over. At the same time that we collected 
$1,500,000 from these new loans that were made to those 13,600 farmers there 
was paid off on old loans $2,500,000. 

Q. Could you give the information for 1929?—A. I am sorry I cannot. I 
just happened to have those figures for 1933. 


By the Charman: 
Q. Generally speaking, would you say they were higher or lower?—A. 
They would be higher. 
Q. I mean to-day?—A. No, they would not be higher to-day. I know 
they would be higher in 1929, for obvious reasons—prices were higher. 


By Mr. Duff: 

Q. Mr. Wilson, in the statement or brief which you read giving the figures 
of trade for last year, you made the statement that the country could not be 
prosperous unless they had a large volume of foreign trade. I would like to 
ask you as a business man and as a banker how this country, for instance, 
might increase its foreign trade?—A. I am afraid, Mr. Duff, I know what you 
have in your mind. I think that is too big a question for me to attempt to 
answer here. However, I think that Canada in view of the situation of the 
world, of these tariff barriers and difficulties of trade, and one thing and another, 
and the difficulty in trading with our big neighbour to the south of us, is doing 
the only logical thing, to try to facilitate trade between the various units of 
the Empire. 

Q. Well if that is true, Mr. Wilson— —A. As I conceive it, it is a question 
of making separate and individual arrangements with individual countries in 
the hope that sooner or later the situation will improve, or that a new genera- 
tion will come along and knock down the barriers or at least lower them. 

Q. I am very much obliged to you, Mr. Wilson, for that statement. That 
is what I wanted to hear. Then I take it—and I am not speaking particularly 
of Canada— —A. I am speaking of the world. 

Q. In your opinion, as a business man and a banker, do you not think in 
order to increase world trade there must be a diminution and lowering of tariff 
barriers?—A. I think that will come, but before it comes, things may get even 
more difficult. 

Q. I am afraid, Mr. Wilson, you are begging a question. I would like a 
straight answer to a straight question—A. I do not think I am competent to 
answer the question. 

I also understood you to say with regard to this matter, or to read out 
of a circular which you issued, I think it was in 1932, that one of the reasons 
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for the depression was the excessive high tariffs. Are you still of that opinion? 
—A. Oh well, as a general statement, yes. There are too many tariffs in the 
world. I think everybody agrees with that. I said too many, I did not say 
too high. 

Q. You said in that statement “ excessive tariff barriers.” That would be 
high tariffs?—A. Not necessarily. It might be that you had a lot of small tariffs 
instead of a few big ones. 

The CHARMAN: After all is not this a matter of governmental policy, and 
do you think it is quite fair to ask this witness to give an expression of opinion 
on that? I think we are all agreed it is governmental policy. You have your 
views and we have ours, and perhaps we are not so far apart. 


Mr. Durr: Of course, Mr. Chairman, you may be right and I may be 
right. 


The CHatRMAN: Order please. We cannot hear a thing that is going on. 


Mr. Durr: In answer to you, Mr. Chairman, I would like to say that this 
committee is a committee on banking and commerce, and my idea in asking 
that question is because of the fact that you allowed Mr. Wilson both in his 
brief and in an article which he read to mention high tariffs and foreign trade. 
It seems to me I am perfectly within my rights in asking the question. Mr. 
Wilson has been very gracious and he has answered the question quite satis- 
factory to me. Is that satisfactory to you, sir. 


The CHAIRMAN: Proceed. 


By Mr. Duff: 

Q. There is another matter, Mr. Wilson, that has been worrying me a great 
deal in the last few years. That is, the question of exchange. You dealt with 
that to some extent. I would like to ask you if you could tell the committee 
—and I have been endeavouring to find out for myself—why there is such a 
great disparity on certain occasions between say the United States dollar and 
the Canadian dollar. For instance, as you will remember—and J may say I 
benefited by it to a great extent myself—two or three years ago the American 
dollar was worth as high as $1.24 and the Canadian dollar went down to 86 
cents?—A. Yes. 

Q. Could you give the committee any reason, or any opinion, why that 
should be?—A. It is not a matter of opinion. On the other hand it is not a 
very easy thing to explain. It gets down in its essence to supply and demand. 
When there is a large demand for New York funds the rate naturally goes up, 
and when the reverse. condition applies, the rate goes down. 

Q. Well, would you say that the balance of trade would or would not 
have anything to do with it?—A. Oh, yes, absolutely. That is one very 
important factor, the balance of trade, the shipping of goods in and out of the 
country. 

Q. Well, if that is true, if the balance of trade has something to do with it, 
why was it that in 1928, or 1929, when this country was buying seven hundred 
million dollars worth of goods from the United States and only selling five 
hundred million dollars worth that the Canadian dollar was at par or perhaps 
a little better?A. At that time we were borrowing very large amounts in New 
York. That gave us the funds with which to help to buy, but you must remem- 
ber that we have not been borrowing in New York for almost four years. 

Q. Does not borrowing come into the volume of business, is not that 
included?—A. Well, you have two things there, the imports which you refer 
to of $700,000,000 when we were selling only $500,000,000. What did we do 
about the other $200,000,000. We did not pay for it, we borrowed it. 
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Q. That was the reason then why the American dollar was worth 20 cents 
more.—A. If we could not have borrowed in New York we would have had to 
supply the goods. 

Q. Well then, pursuing that a little further. How was it last year when we 
practically balanced our trade although trade, of course, was very much smaller 
to-day, comparing our figures of to-day with those of say 1928 or 1929?—A. 
Because now we are like people who borrow, we are trying to pay off what we 
owe abroad and that imposes a burden on the country because we have to ship 
out so many bushels of wheat, or so many million feet of lumber, and so 
on, to pay for excess imports of previous years. 


By Hon. Mr. Euler: 

Q. Would you mind telling the committe, Mr. Wilson, as to the spread in 
the matter of exchange, especially with regard to the United States two or three 
years ago when our money was at a very heavy discount, something like 20 
per cent, and as to whether or not the banks actually benefited from that?—A. 
I can only speak for my own bank, and we can make more money in trading 
in exchange in a stable market than we can in one that is fluctuating, because 
we do not seem to be lucky enough to get the breaks. Naturally when you have 
a high rate and an unstable market you must have a wider margin. 

Q. It means you go into the bank and want to sell exchange and perhaps 
the very same day you want to buy exchange, and there would be a difference 
of 2 per cent or more; that sometimes has happened has it not?—A. I would say 
that would be very high. I never heard of that. It is quite possible it may 
have gone up a point against you when you want to buy, but I do not think 
there would be a spread of 2 per cent. 


By the Chairman: 

Q. The charge is made that it has been up as high as 4 on the same day 
and in the same town?—A. At the same hour? 

Q. No, I would not say the same hour but I would say the same day?—A. 
I would say that would be very extraordinary. 

Q. The fact of the matter is, in the case I mention, there was no competi- 
tion, but if you get enough to the head office you break that rate down, and 
that is what happened in this case?—A. A spread of 4? 

Q. Yes, a spread of 4. I happen to know of a case of that kind?—A. How 
long had that been going on? 

Q. I do not know. I do not think they held to that arrangement very long 
because men who handle exchange, say in quantity, will break through that 
cordon, get through to head office?—A. That would be a very foolish thing for 
a banker to do. It would throw the exchange business into the hands of the 
public. The man who had exchange to sell would go to the man who wanted 
to buy it. 

The CuHatrrMAN: They did as a matter of fact. 


By Mr. Bowman: 

Q. In the matter of exchange, Mr. Wilson, has your bank a branch in New 
York?—A. Yes, sir. 

Q. How often would you clear exchange say between your head office in 
Canada—which I presume is Montreal—and your New York office?—A. What 
do you mean by “ clear,”” Mr. Bowman? 

Q. How often do you clear exchange?—A. Just let me explain. I am 
sorry I have got a cold and cannot make your hear, but just let me explain and 
perhaps that will answer your question. As I explained a while ago every 
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bank wants to avoid speculative business, and we all do. We close out our 
position at the end of the day. Say in Montreal we buy half a million dollars 
in New York funds. By 2 o’clock that day we have sold $300,000. In other 
words we are still long $200,000 New York funds. We try to sell them and if 
our customers do not come in and buy them over the counter our exchange 
man gets in touch with other banks who may have the reverse position, so that 
by four or five o’clock in the afternoon we end up the day by having sold all 
that we had bought, in other words, we have a balanced position. That is 
Montreal, but the very same thing would be done in New York. That type 
of thing goes on every day. 

@. Hach transaction?—A. Not each transaction but each group of trans- 
actions. Every day we try to balance them off, otherwise we would be carry- 
ing pounds sterling, or frances; we would be long at night or we would be short. 
It would be a regular maze, in fact, it would be worse than these tariff barriers 
we have been speaking of. 

Q. Is each transaction in itself at the time when completed, or do they 
come into the bank and buy exchange or sell exchange?—A. I get say $50,000 
New York funds from you to-day; you send some lumber down, and I buy 
another $100,000 New York funds, and so on. We have importers, of course, as 
well as exporters. We have textile people who want to pay for cotton, and 
department stores who want to pay for something they bought in Germany. 
They are buying exchange from us. The purchases of the importers do not 
happen to balance what we have bought from the exporters and just as I say 
we try to get rid of the balance by dealing with other banks. 

Q. That part is quite clear, but does it make any difference to your branch 
bank in New York?—A. The position would be exactly the same in New York. 

Q. When it comes to the final analysis the bank makes a charge for doing 
business?—A. If we did not we would starve to death. 

Q. But that is the only difference?—A. Yes, that is it. 


By the Chairman: 


Q. You actually buy the funds, you advance money?—A. For instance, if 
we buy New York funds from you in the morning and the rate changes during 
the day—I do not know what it is at this moment, it may be 4 or it may be x 
the rate may go against me during the day and at the end of the day I may be 
taking a loss, but the very next day the opposite may be the case; the very next 
day we might make a profit. It has to work out that way. We could not carry 


on business at a loss. 


By Mr. Bowman: 


Q. I asked Mr. Dodds a few questions the other day with respect to advances 
to farmers for the purchase of binder twine. 


By the Chairman: 

Q. May I ask Mr. Wilson if it was ever possible to settle our international 
balances except through New York, and if his answer is “ No,” why was it, 
because that is something that has always bothered me, and I have always 
felt that this country paid tribute to New York in respect to that. Could you 
give us any information on that?—A. Well, when you say that we pay our 
international balances through New York that is another way of saying that 
New York is the financial centre for this continent; when I want to buy sterling 
exchange, if I cannot get enough from my exporting customers who are shipping 
lumber, or what not, to England I may ‘phone down to New York and buy 
sterling there; it is a big financial market. You can buy and sell any exchange 
on any part of the world there. You use New York for the purpose of settling 
your sterling balances either against you or in your favour. If you have a 
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surplus of sterling in London, arising from a surplus of exports over imports, you 
sell that surplus sterling, say, in New York, and in order to get the money back 
to Canada I have to go further and find someone who will buy those New York 
funds. 

Q. In other words, there is no open money market in Canada, but there is 
one in New York?—A. Oh yes, New York is an international money market. 


By Mr. MacMillan (Saskatoon) : 
Q. Would a Central Bank improve that situation?—A. I do not think that 
would improve it one iota. 


By Mr. McGuibbon: 

Q. Who sets the exchange?—A. The market, just the same as the market 
sets the price of eggs or hogs. 

Q. How is that determined?—A. By buying and selling. 

Q. How is it determined in Canada?—<A. Well, by the exchange brokers who 
are going around amongst the banks all the time all day. We have, say, a 
customer who comes in and wants to buy $100,000 in New York funds, at half 
past ten in the morning; we have not happened to pick up any by that time 
so we get in touch with the broker and ask him what he has to offer and he gets 
on the telephone with the other banks and they say “Yes, we have a surplus.” 
Perhaps their customers have exported quite freely the day before and they 
have a sufficient amount on hand and they will sell New York funds to us, 
and if it happens that they have a fairly large supply, well then they may shade 
the price in order to get rid of it, and we buy. 


By Mr. Bowman: 

Q. Do I understand that these brokers in Montreal set the rate of exchange? 
—A. Oh, no. they simply say that they can buy or sell] New York funds at 
te or $, as the case may be. 

Q. Does your bank, for instance, instead of going to some broker in Mont- 
real whose business is certainly limited, not go to the Bank of Commerce or to 
the Bank of Montreal?—A. We do it through the broker. 

Q. Why?—A. Because it is more convenient. 

Q. Is that the general practice of all the banks to use these brokers?—A. 
Oh yes, that is the custom. They make a postage stamp out of it, or very little 
out of it. I have never seen any of them get rich. They would hardly get rich 
dealing with banks alone. When I say “brokers” I mean exchange brokers. 

Q. I quite understand that?—A. There are only a few of them. 

Q. Referring then to the question of binder twine, what has been the policy 
of your bank with respect to advances to farmers for the purchase of binder 
twine? In the Province of Manitoba there has been quite considerable com- 
plaint, in my part of that province?—A. Our policy with respect to making 
advances to farmers for the purchase of binder twine is the same as that in mak- 
ing advances to farmers for any legitimate purpose. If they are good credit 
risks, and if there is a reasonable chance of our getting the money back— 

Q. That is not quite the question?—A. You suggest that the farmers in a 
good financial position have been unable to get from the Royal Bank money to 


_buy their binder twine? 


Q. Yes, have been unable to go to the bank and get credit?—A. Wherever 
that is the case it is not because of any policy laid down by head office but 
because of the action of some stupid manager out there. It is not a matter of 
policy at all because we do not have a policy for every specific type of borrower 
who might want to borrow. 

Q. Then so far as the matter of security is concerned, take for instance in 
the case of binder twine, as you well know a farmer must get binder twine at 
harvest time?—A. Certainly it is no good at Christmas, I realize that. 
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Q. Otherwise he is liable to lose his crop, but so far as the bank is con- 
cerned you are prepared to advance him the necessary money provided the man 
Is a reasonably good credit risk?—-A. Yes, if we have got a reasonable prospect 
of getting our money back we will certainly lend the money for that purpose. 

Q. You have no suggestion to make, Mr. Wilson, that there should be special 
security ?—A. I would not think so. 

Q. Or that the Act might be further amended so as to give the bank special 
security’?’—A. Frankly I have not. I think the other day the statement was 
made by somebody that the cost of binder twine to the ordinary farmer would 
be $150 or $160, is that correct? 

Q. That would be a fairly large farm?—A. All right, it makes my argument 
more potent still. If it is only a question of $75 or $100 I do not think it would 
make very much difference, even if they did change section 88; I do not think 
it would make the eredit risk very much better. 

Mr. Power: Mr. Chairman, it may not be possible for me to be here this 
afternoon, and I should like, for a moment, to make some suggestion as to what 
we might do next week. 

The CHAIRMAN: Well, on Tuesday we are to hear from Major C. H. Douglas. 

Mr. Power: Well then, I would like to suggest that in the near future we 
take up number 6, namely, “the relationship between the banks and any of them 
and the pulp and paper industry, and the extent to which uncontrolled extention 
of credit brought about over capitalization and over-expansion, and the subse- 
quent disorganization and near bankruptcy of an industry dealing in some of the 
most valuable of our natural resources,” and to that end I would like to call 
Mr. J. H. Gundy and some of his associates, and Sir Herbert Holt, K.B., Mr. E. 
W. Beatty, K.C., and other members of the so-called Bankers’ Committee, and 
Price Brothers. I would like to inquire into the question of Price Brothers and 
I would like to have Sir Herbert Holt here, and some other directors, and my 
Lord Beaverbrook. The reason why I particularly wish to hear Lord Beaver- 
brook is based on a letter received by Mr. J. E. Gregoire, now Mayor of Quebec, 
as counsel of the Shareholders Protective Committee, from Lord Beaverbrook, 
dated June 5, 1933, as follows:— 


Dear Srr,—Very many thanks for your letter of May 20, with article 
enclosed. 

I think it is a great pity that Price Brothers was allowed to go into 
bankruptcy. 

I am told the debt to the banks is less than $3,500,000. It is said that, 
$1,500,000 is secured by Aluminum Shares. The balance, I am told, is 
more than covered by accounts receivable and by newsprint in transit. 

The Daily Express is the biggest customer of Price Brothers’ news- 
print. I think a good bit more than one-third of the output comes here. 

The Daily Express accounts are all assigned here. - 

The Company should be reconstituted. The bank should give the 
necessary financial support. That is the purpose for which they exist. 
If they fail to do so, they should not get any renewal of their charters. 

In no circumstances can the banks justify the refusal to pay the 
power bill which resulted in the collapse of Price Brothers. It was bad 
enough not to pay the interest on the bonds, but the non-payment of 
power was utterly intolerable. 

It seems to me the battle must be fought by the shareholders and 
creditors in Canada. I am too far away. Besides, I am the company’s 
principal customer. 

You know I offered a scheme of reorganization in 1932. It was killed 
by the Price House bondholders. The banks, of course, supported it. 
If the reorganization plan had been accepted the company would be alive 
to-day. 
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That letter is from Max Aitken, Lord Beaverbrook, and I want him here 
to explain all about it. 


’Mr. MacMitian (Saskatoon): Before the committee rises, I would like to 
enquire what Mr. Douglas is charging. 


The CuatrmMan: Major Douglas is coming for his actual expenses, not to 
exceed a maximum sum of $500. 


Mr. MacMitan: I understand he asked one of the Western Provinces for 
a fee of $1,250. 


The CuHairman: I do not know anything about that. We have made an 
arrangement with him, out of deference to our friends “ to the left’ who asked 
for several witnesses. We have compromised by asking only Major Douglas to 
come here. 

Mr. MacMiruan (Saskatoon): Well he did ask for $500, did he not? 


The Cuairman: Just leave it at that, that is the true position. He is 
coming for his actual expenses. 


The Committee adjourned at 1 p.m. to resume at 4 p.m. 


AFTERNOON SITTING 
The Committee reconvened at 4 p.m. 
Mr. Wilson resumed the stand. 


Mr. BorHwe tu: I should like to ask a question, Mr. Chairman. 
The CHatiRMAN: Yes? . 


By Mr. Bothwell: 


Q. I want to find out, Mr. Wilson what is meant by the term “inner 
reserves ’ of your bank; owing to the words being used in the last annual report 
of the Royal Bank some question has been raised as to what is meant by 
“Inner reserves,” and what relation they bear to the other general reserves of 
the bank?—A. Well, I think the easiest way to explain that is that they are 
reserves or a contingent account which is over and above the reserves disclosed 
by the balance sheet. The balance sheet of a bank shows its capital paid up, 
and its surplus or reserve fund. The banks from time to time accumulated 
what they call “inner reserves,” a sort of special reserve, which is set aside in 
times of normal earnings to take care of abnormal losses which you run into 
in bad times. Does that answer your inquiry ? 

Q. Does that account ever appear in the statement that is filed or published 
by the bank for the information of the public?—A. As a separate item? No. 

Q. Does it appear in the statement at all?—A. It affects the statement 
in this sense: It is used to write down assets. The theory is this: regardless 
of how careful you may be in loaning money, there are weak spots in your loans 
all the time. Sometimes you know them; other times you find out about them 
next week or next month. It is to take care of what I would call the surprises 
in your loan accounts that you have this extra contigent account. When you 
make up the balance sheet you naturally deduct that special contingent account 
from your loans, and show only the net amount of the loans in the balance 
sheet. 

Q. Is not the general reserve availalhle for that purpose?—A. Yes. 
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Q. Why, then, the necessity for this other reserve?—A Well, as I say, 
it is something over and above. It is an-act of extra precaution, if I may term 
it as such. ; 

Q. Is there any special reason why the public cannot get the information 
as to what the inner reserves of the bank are, in the same way as they get 
information as to what the general reserves are?—A. Well, I suppose, one 
reason is, like so many things in the world, it has never been done. Those 
things are supposed to be confidential; and the banks guard very jealously the 
amount of those inner reserves, so called. 

Q. In the report of the Royal Bank of November last— —I am not sure 
whether it was the 30th or the Ist——A. November 30th. 

Q. In that annual report I think the statement is made that you trans- 
ferred ‘$15,000,000 from general reserves to inner reserves?—A. That is correct, 
and we stated that we did it to re-imburse our inner reserves for the abnormal 
charges of the last four years, and in addition to provide extra reserves for 
anything that may happen in the years to come. 

Q. The reason I ask you that question is this: The very expression “inner 
reserve” has led many people to believe that there is something hidden from 
the public in connection with banking transactions; and I should like to get 
as clear an explanation of the situation as I can?—A. Is my explanation clear? 

Q. Yes, I follow you as far as you go—A. Perhaps, in view of what you 
say, the expressions “inner reserves” or “hidden reserves” are unfortunate. 
Perhaps we might do as the mercantile community does, call them just a con- 
tingent account. As a matter of fact that is how it appears in our general 
ledger, “contingent account.” 

Q. If that appeared in your annual statement, there would be no misunder- 
standing?—A. You would not be asking me. You would just look at the annual 
statement. As I say, it is not, and never has been customary to do that. Nor 
do mercantile concerns show the extent of all the reserves that they set up 
against possible inventory losses and things of that sort. 

Q. Where does it appear in the annual statement? Under what item is 
it included, or is it included at all?—A. Well, if you ask me whether it appears 
as a separate item, obviously it does not. 

Q. Whether as a separate item or not, does it appear?—A. [I say it is 
reflected—I think that is a better term—in the item loans and advances. 
Because what we do is this, we take the amount of this contingent account 
and we deduct it from the amount of our loans and advances. In other words, 
when we have done that we show a certain net amount. We consider there 
may be possible shrinkage in that particular item. We may be right; we may 
be wrong. It depends upon the course of business of future years; but that is 
how that particular item is treated in the bank’s balance sheet. That is the 
way the Canadian banks do it. On the other hand, the English banks show 
it as a liability. Where you see the item “depositors and other accounts,” 
the expression “other accounts” includes contingent accounts. That, I under- 
stand, is the English practice. 

Q. Well then, in looking over the bank’s statement, where we see the item 
“loans and other advances” or whatever that item is, we can take it that that 
particular item includes the amount of the inner reserves?—A. Yes: you 
can say that represents the amount of the bank’s loans and advances, Jess 
the amount of any contingent appropriations which may be set up to cover 
future perhaps, non-ascertained losses. I think that answers your question. 

Q. You say “less”?—A. Yes, you deduct it. 

Q. Is that correct?—A. Oh yes. : 

Q. Then that particular item does not convey anything to the public?—A. 
Why not? It shows what we consider the conservative valuation of our port- 
folio. It is the gross value less this contingent account. 
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Q. How do those inner reserves compare with your general reserves?— 
A. Now you are asking me to disclose things which I stated we never do. 

Q. If the question is improper, I am not pressing it.—A. I do not presume 
to say it is not proper, but I do not feel I could answer it. 


Mr. Ernst: It is not pertinent to this inquiry. 


By Mr. Bothwell: 


Q. The only reason J am asking the question is to clear up any misunder- 
standing that there may be inthe mind of the public that the banks are con- 
cealing something. As I take your expression now, in reading a bank statement 
we can understand that these inner reserves, as the expression was used in 
your report, are included in the moneys represented in that statement?—A. Yes, 
surely, it is reflected in the statement, obviously. 


By Mr. Fraser (Cariboo): 

Q. Do I understand this, Mr. Wilson, that the amount of current loans 
reported from month to month is not really the amount of the current loan; 
that you have a certain amount more than that?—A. Well, it is the amount of 
our current loans, less provision we have made for bad debts. 

Q. Then you actually have more current loans?—A. Yes, we would have 
if they liquidated one hundred cents on the dollar. 


Mr. Artuurs: What would that proportion be? 
The CuairMan: Is not that provided for in the Bank Act? 


By Mr. Bothwell: 


Q. I take it from your explanation of that particular account, that the 
bank statement shows the true statement, and that there are no additional 
earnings that go into the inner reserves?—A. Harnings, no. ‘These are not 
earnings. Our statements are true, but out of our earnings every year we have 
to set aside, like a merchant does, a certain amount to cover bad debts because, 
unfortunately, you cannot run a bank without bad debts. 

Q. Due to the use of the expression, the impression has gone forth that 
the banks have made additional profits beyond what they show, and they have 
transferred them to the inner reserves account?—A. Well, the profits that we 
show are what is left after we have provided for bad debts and set up reserves 
for future losses, income tax and so forth. 


' The CuarrmMan: May I, for a moment, call your attention to section 53, 
chapter 12 of the Revised Statutes of Canada, subsection 2, paragraph M, 
which is as follows:— 

The statement shall include and show the amount of other current 
loans and discounts in Canada less rebate of interest, after making full 
provision for all bad and doubtful debts. 


As I understand it, the balance sheet is made up on that principle? 
The Witness: Yes. 


By Mr. Bothwell: 


Q. I am not questioning that; I am just trying to find out what that par- 
ticular expression means, and I think I understand—A. May I add this, that 
the banks could not possibly do that because we are like other people. We 
are subject to the income tax department. They would never let us get away 
with that. We are inspected and audited by too many people. I may make 

[Mr. M W. Wilson] 


446 SELECT STANDING COMMITTEE 


a mistake in my personal account; but I cannot understand how the bank 
possibly could because there would have to be a wholesale conspiracy before 
you could do anything improper there. 

Q. I understand the situation now. 

Mr. Wuitre (Mount Royal): 1 would like to point out that the larger the 
hidden reserves, the stronger the bank. 


By Mr. Arthurs: 

Q. The trouble, I think, arose Mr. Wilson, largely regarding the expression 
“annual reserves after making provision for bad debts”?—A. Regarding the 
expression “ after making full provision— 

Q. You might answer it in this way: Is your provision for bad debts 
adequate or more than adequate?—-A. We consider it is adequate. 

Q. And more?—A. Well—who can tell? I think it is; I hope it is. 

Q. Extremely more?—A. It might be. Nobody can tell. In the banking 
business you cannot be too conservative in estimating values. If the past four 
years have taught us anything, it certainly has taught us that. 


By Mr. MacMillan (Saskatoon): 


Q. Your real reserves have been somewhat strained in the last four years? 
—A. That is why some of the reserves have been transferred. 


By Mr. Ernst: 


Q. With your permission, Mr. (Chairman, I should lke to ask the witness a 
question or two, not strictly relevant to paragraph 2, but I do not think many 
of to-day’s inquiries have been. Mr. Bothwell has been inquiring into the 
financial structure of the banks. What I had in mind was the so called manage- 
ment funds, which were disclosed in the United States Senate investigation, which 
were kept by the American banks, and if I am correctly informed, were dis- 
tributed amongst the directors in addition to their regular salaries. There is no 
such fund in existence in the Canadian banks?—A. Absolutely not. If there 
is, then somebody has been holding out on me. There is no such thing here. 

Q. In the second place—I am not asking that any individual salaries be 
disclosed, I do not think it would be a proper thing to do—how do the salaries 
of the Canadian bankers compare with the salaries of the United States bankers? 
—A. I am very envious of the gentlemen across the line. 


Mr. Power: Not at the present time? 


The Wirness: With respect to salaries. Things are on an entirely different 
basis in this country. First of all, the banks here have not had, and apparently 
never will have, the opportunity to make money the way they have had on the 
other side. Perhaps that is why there has never been any management fund. 
Our directors have never shared in anything beyond what they are authorized 
to receive at the shareholders’ annual meetings. In our case we have 25 
directors, and the shareholders have voted them $85,000. That was voluntarily 
reduced 15 per cent by the directors a year or two ago, when we put in the 10 
per cent cut on the higher salaries. Beyond that the directors do not get any- 
thing. As for the president of the bank, I think he is about the poorest paid 
individual in Canada. 

Mr. MacMitran (Saskatoon): He did not get anything like the president 
of the Canadian National Railways? 

Mr. Artuurs: According to the responsibility which he carries. 


The Witness: Yes. Mr. Ernst says in comparison with the American 
banks. I do not know whether our president would appreciate my telling you 
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this or not, but I do not see why I should not. If I do not somebody else will 
probably ask him anyway. Our president has been president of the bank for 
25 years, and his present salary is $25,000 less a 10 per cent reduction. On top 
of that he gets what all the directors get, $3,000 or $4,000 annual fees, so that 
means at the present time he is getting at the rate of about $26,000 or $27,000 
a year. He has never shared in any bonus that has been declared, nor does he 
have his income tax paid, as the other members of the staff have. 

Mr. Power: It might break the bank to pay his income tax. 

The Witness: He gets just his salary; and I figured up the other day out 
of curiosity, what he got over 25 years, and the average salary and directors 
fees was slightly over $14,000. I cannot imagine anybody but a bank in 
Canada being able to secure a man of his ability for the average rate of 
$14,000 a year. 

The CHatrMAN: The country does. 


The Wirness: Yes, but there is honour and glory there and there is no 
glory in being the head of a bank. 


Mr. Powrr: There was until recently. 

The CuartrMANn: The country does not pay its public servants enough... . 
The Witness: I agree. 

The CuatrMan: Including members of parliament. 


By Mr. Ernst: 


Q. The question I am about to ask you now I do not think is relevant 
to the inquiry, but it arises out of a question on foreign exchange, which was 
gone into at some length this morning. I think you told the committeee this 
morning that the question of parity of our dollar with the United States dollar 
was determined by several factors?—A. Yes. 

Q. Two of which would be the trade between the countries, the balance of 
trade firstly, and secondly the flow of capital?—A. Yes. 

Q. And thirdly, this belongs to the second category, foreign borrowings. 
I would put that under capital movements? It really falls under the second 
heading?—A. I will include in there trade balances, tourist expenditures both 
ways, what the Canadian tourist spends abroad, and what foreigners spend in 
Canada. 

Q. And services, too?—A. Yes. 

Q. Services as well?—A. Yes. 

Q. In that connection, Mr. Wilson, you were asked, and you told the com- 
mittee, that there had been extensive foreign borrowings at the time when our 
balance of trade with the United States was adverse?—A. Yes. 

Q. These foreign borrowings are not possible to-day are they?—A. So far 
as I know the only people who have been able to borrow in New York for the 
past four years, and that to a very limited extent, has been the Dominion 
government. 

Q. The Dominion government itself?—A. Yes. 

Q. These borrowings are strictly limited?—A. Very. 

Q. Especially to-day?—A. Yes. 

Q. Is there any other way to keep our dollar on a parity with the United 
States dollar except by endeavouring to balance our trade?—A. Well you must 
either be able to borrow or you must be able to ship goods. You must do one 
or the other; you must create credits abroad by exports or you must be able 
to borrow abroad. 

Q. We are now, at the moment, in a situation where practically speaking 
you cannot borrow abroad?—A. Yes. 
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Q. Eliminating that, as I think you can do for all practical purposes, is 
there any other way to maintain your credit abroad excepting to balance your 
trade?—A. Well, I do not know how you would meet your obligations. 

Q. Do you know of any other way, at the same time, of balancing your 
trade under the present chaotic state of world conditions than by restricting 
imports?—A. Well, you must maintain a balance, and to do that you must 
expand exports, or restrict imports. 

Q. Or do both?—A. Yes; and that is done automatically. 

Q. And a natural weapon for doing that has been the tariff, over a period 
of years?—A. Well, that is— 

7 Q. I think that is correct; it has been the weapon ordinarily used?—A. 
es. 

Q. There may be another. For instance, the inflation of currency, exchange? 
—A. There may be quotas. 

Q. But there are restrictions of trade?—A. They are, unquestionably. 


By Mr. Coote: 


Q. I regret very much we have not Mr. Wilson’s statement in printed 
form so that we might question him on that statement; I wanted to base some 
questions on it. I think Mr. Wilson expressed the opinion in his statement 
that the depression was world-wide?—A. Yes. 

Q. I think it would be interesting to the committee, Mr. Wilson, if you 
would give to the committee, in a very few words, what you consider to be the 
cause of the world depression?—A. I recall, Mr. Coote, attending a luncheon 
at the Country Club, Ottawa, when Sir Josiah Stamp was out here on some 
wheat inquiry. He is a well know economist, and after a very good lunch 
provided by an eminent gentleman in Ottawa, somebody around the table— 
and there were quite a few there—asked Sir Josiah if he would tell them the 
causes of the world depression. In other words, he asked the same question 
that you are now asking; and Sir Josiah, with a twinkle in his eye, said “In 
my judgment there are eighteen separate and distinct causes.” With that there 
was general laughter, and we said goodbye and went back to our businesses. 
I would not attempt to answer that seriously. 

Q. Would you care to give us an opinion as to what was the cause of the 
deflation in Canada; would that be easier, or is it exactly in the same category? 
—A. Yes; we shared in the general world-wide deflation that took place. 

Q. Was it because of the gold standard that we shared in it?—A. I think 
the gold standard did temporarily break down, but there were many other 
reasons than that. I think the fundamentals go back to the war. Some of 
us were foolish enough to think a few years after the war was over, that the 
war was really over. Well, it is not over yet. 

Q. When will it be over; would you care to state when it will be over? 
—A. Oh, my no; I am not a prophet; I am very humble. 

Q. Now, the late Mr. Neill, in an address at the annual meeting of your 
bank in January, I think, 1931, made a statement: “Countries with fiat money, 
such as Argentina are not suffering as acutely as the gold countries.” Does not 
that indicate the fact that because Canada was on the gold standard was the 
reason for the extreme deflation in the currency?—A. That cannot be possibly 
read into that statement. He simply said, “Countries on fiat currency are not 
suffering as acutely as the gold countries.” 

Q. Do you think if we had not been on the gold standard in 1931 we would 
have suffered as much as we have?—A. In 1931? 

Q. Yes—A. Were we on the gold standard? 

Q. I mean, all during this depression?—A. We have not been on the gold 
standard for quite some time. 
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Q. Were we not in 1931, January 1931?—A. Well, I have not got dates in 
my mind. I think it was more in theory than practice. I was not able to get 
gold, if somebody else was. 

Q. What is the chief evidence of a depression, a fall in prices?—A. Undoubt- 
edly, and a slowing down in the genera] industrial activity of the country. 

Q. Would not the attempt to maintain currency at the same level as the 
gold countries have a tendency to bring down prices?—A. In other words, to 
keep exchange on a parity with gold countries? 

Q. Yes.—A. That would be a deflationary move, yes. In other words, it 
would tend to keep down prices in Canada. 

Q. Would you mind giving your opinion as to which is the more important 
in Canada, the stability of internal price levels, so far as they can be maintained, 
or the stability of exchange levels with gold countries?—A,. That is a very moot 
question. I can conceive of nothing very much more important than maintain- 
ing a stable internal price level. Now unfortunately sometimes you cannot have 
both, and you are forced to make a choice. You must either let the price level 
go and hold exchange, or let exchange go and hold your price level. I think it 
depends entirely on the situation of the country you are discussing. 

Q. Well, take an export country like Canada. I was just trying to get 
your opinion as to what would be the best policy for Canada to operate. 

Mr. Ernst: Why not put the question complete, the export question and 
debtor question? 

Mr. Coors: For Canada as it is. 

The Witness: An important factor, Mr. Coote, is the extent of our foreign 
indebtedness. If you are speaking of Canada you must consider her foreign 
indebtedness and her ability to discharge that debt. 


By Mr. Coote: 

Q. We would offset against that the importance of the stability of the price 
level at home?—A. That would be weighed against the other, and then I say 
it is purely a question of judgment. 

Q. I think you stressed this morning the importance of the export trade 
in Canada?—A. Obviously. 

Q. I did not quite get the figures, but I think it would be safe to say that 
there was a great falling off in exports in 1927 and 1928.—A. I think I gave 
five years. I think the first year it was something like $1,300,000,000 and it 
got down to $500,000,000 in the fifth year. 

Q. There was a steady decline anyway down to 1931?—A. Oh yes, but that 
was common to the whole world, of course. 

Q. I notice in an article written by Prof. (Copland in regard to Australia, 
he said: 

Export production was expanded by more than 25 per cent in the 
year 1931-32 and 30 per cent in 1932-33 compared with the three pre- 
crisis years. 

—A. He is speaking now of Australia? 

@) Yes. 


Mr. Ernst: Is he speaking of volume or value? 


By Mr. Coote: 
Q. He said: 

Export production was expanded by more than 25 per cent in the 
year 1931-32 and 30 per cent in 1932-33 compared with the three pre- 
crisis years. 

—A. Well, is that quantity or is that price. 
Q. I take it he is speaking about quantities—A. You think he is? 
Q. Yes.—A. I take it that they had a big wool crop and a big wheat crop. 
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By the Chairman: 
Q. Is it volume or price? 
Mr. Coorg: It does not say here. I think he would mean the volume. 


By Mr. Coote: 

Q. I was just going to ask you, Mr. Wilson, if you think that Canada’s 
volume of production was anything like as good as Australia’s, when he says 
it was that much greater than it was in three pre-crisis years?—A. I do not see 
that there is anything I can express an opinion on. If there has been a produc- 
tion increase that is a question of fact. My opinion would have nothing to do 
with it, Mr. Coote. Perhaps I missed some point there. 

Q. No, we are discussing the whole question, I think, of policy during the 
adverse years. Our policy, I think, has been distinctly different from Australia’s, 
and I am just trying to find out whether we have followed the right policy.— 
A. I would say as an outsider—and I hope I am not trespassing on govern- 
mental grounds now—that our policy has perhaps been less spectacular. To 
say that it has been very much less effective than Australia’s, I do not agree with 
that. I looked at the price level in Canada and Australia and I noticed that 
compared with 1929 the price level in Australia in 1934 was something like 79 
whereas in Canada it was 75. To my mind a difference of 4 per cent does not 
mean a very great difference in conditions in the two countries.. 

Q. You say our price level was 75?—A. I am speaking from memory now. 
I think I have the figures here. 

(. I think the general manager of the Bank of Nova Scotia gave a different 
figure. One manager gave the figures as 66-7 in 1932.—A. I have the average 
price level for 1929. I also have the price level for January, 1934. In Canada 
the 1934 price level is 77-9 and that of Australia 79-7. 

Q. Of course, our currency is much closer to Australia’s now than it was 
during most of this time.—A. Yes. 

Q. Have you the figure for 1932?—A. No, but I have the figure for 1933. 
The percentage on the same basis, in Australia was 75 and Canada 67 per cent. 
The difference was a little more marked then. 

Q. We were down about 60 in 1932.—A. In March, 1933, we were 67-4. 

Q. Could you tell us how the exchange rate was maintained in Australia, 
that is, the exchange rate between sterling and Australia currency?—A. Well, 
you probably know. It was done through the government by their Central 
Bank. They call it a Central Bank; it is not. 

Q. Then if Canada considers it advisable to maintain and support oe 
exchange rate I suppose a Central Bank might be of use to us in that regard? 
—A. You do not need a Central Bank to do that. I am rooting now for the 
Chartered banks. 

Q. Do you think it could have been done during the last two years?—A. If 
Canada had been able to get credits abroad, and if she were willing to risk the 
necessary amount—and I do not attempt to say what the amount might be— 
she might have tried; other countries tried though they all did not make a 
success of it. 

Q. I have not heard that Australia risked any amount in doing that.— 
A. Oh well, you must remember there is an obvious risk in doing that. 

Mr. Ernst: Were not Australia’s borrowings mostly in London? 


By Mr. Coote: 

Q. Her borrowings were largely foreign. A bigger percentage of Australia’s 
debt, I believe, was abroad, more than in the case of Canada—A. Yes, but it 
was all in one place and in friendly hands in London. That made a big 
difference. London was ready to co-operate in any policy that Australia was 
ready to carry into effect. I would not like to go to New York and try to do 
what Australia did in London, and I have my share of nerve, too. 
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Q. Australia, I believe, was able to meet all her interest without any diffi- 
culty in Great Britain?—A. Oh yes, she got her interest rate cut down by 
agreement. 

Q. I understand the Commonwealth took over all the State debts?—A. Yes 
they did at one time. 

Q. And their currency was at a discount of 30 cents in Britain?—A. Yes. 

Q. Which brings us down to the question of how foreign payments are 
made and the thing has been pretty well discussed in committee, but our foreign 
obligations if they are paid are paid with goods, or services, or tourist expendi- 
tures?—A. Yes, but there is the old problem of seeing that the Canadian 
proceeds get into the hands of the people who have to pay the debts. It is 
not quite sufficient to have a certain amount of money come to Canada and 
land in the wrong hands. 

Q. I have a feeling, Mr. Chairman, that the problem of meeting our debts 
in New York has been somewhat exaggerated, and I wonder whether I might 
be permitted to question Mr. Wilson just for a moment on that point. 


The CHAIRMAN: Go ahead. 


By Mr. Coote: 


Q. In the monthly letter of your bank for March, 19383, there is a re een 
from an estimate, made by A. E. Ames & Company, of Canadian payments to 
be made in the US. during the year 1933?—A. Yes. 

Q. Those, I should say, payable in New York funds. The total amounts 
to $266,000,000. This is what the monthly letter says:— 

The combined total of these payments amounts to 266 million 
dollars. Of the 109 million dollars of maturities, a fair estimate might 
be that 25 million dollars is domiciled in Canada, and of the interest 
payments it is estimated that about 75 million dollars will eventually 
come to Canadians, thus reducing the net payments due in the United 
States during 1933 by about 100 million dollars and leaving an approxi- 
mate amount of 166 million dollars payable in New York. 


That does not seem a very large sum to have to meet in one year, does it, 
for a country hike Canada?—A. It looks like a very substantial amount to me, 
Mr. Coote. 


The CuarrMAN: Mr. Coote, have you ever had any Canadian bonds pay- 
able in American funds, and if you have did you not invariably put them in 
the bank and collect the premium? 


Mr. Coote: Mr. Chairman, I do not think I ever had any. 
The CuatrMAN: Then if any of your friends ever had, what did they do? 


Mr. Coote: The Dominion of Canada bonds I hold, I think are payable in 
Canadian funds. At any rate, I never got anything but Canadian funds for 
them. 


The CHairMAN: As a matter of fact, the whole commitment has to be 
arranged in terms of the gross amount. I have never found any Canadians 
yet who were patriotic enough to forego the premium. 


Mr. Coors: If I may be permitted to answer you, Mr. Chairman, I know 
of some Canadians who hold bonds payable in New York funds and they have 
said they would be glad if the government made a rule that Canadians had to 
accept Canadian funds. 


The CuairmMan: I think the rule has been the other way. 
Mr. Coote: However, that is a matter of government policy. 
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By Mr. Coote: 


Q. I would like to ask this question of Mr. Wilson, as a practical banker, 
whether the Canadian people could have met that 166 million just as easily if 
our currency had been brought to the same level as Australia’s?—A. I would 
say that this is a hypothetical question, and the answer must be considered 
accordingly. A depreciation of our currency in terms of, say, American would 
make it that much more difficult for Governments to pay their debts in the 
United States. The apparent benefit of a depreciated currency is realized by 
those who produce for export. Therefore, if the various Governments through- 
out Canada having obligations abroad collected sufficient additional taxes from 
those who produced for export, the services of governmental debts abroad could 
doubtless have been maintained. This answer does not apply to certain private 
corporations whose income is in Canadian dollars, and who for various reasons 
cannot increase that income to offset the additional burden of their foreign 
obligations, 

Q. I suppose you would agree that we could have held prices at a higher 
level in Canada if, in 1930, we had abandoned all attempts to maintain parity 
with gold as Australia did?—A. Oh, I think it could have been done, yes. 

Q. And would that have been a good thing for the banks?—A. If we were 
willing to take whatever consequences would flow from it. 


By the Chairman: 


Q. What were the consequences which would have flowed? Do you not 
think the public are entitled to an answer to a question like that? What would 
have been the consequences, would it not have been the ruination of our foreign 
credit?—A. Well, it certainly would have hurt our eredit, there can be no doubt 
as to that, and then it would have increased the burden of the foreign debt on 
the Federal Government, Provincial governments and Municipal governments, as 
well as on private corporations that much more; that is, it would have made it 
that much more onerous. According to your theories—and I say this with all 
respect, Mr. Coote—you would argue that they could be equalized by the gov- 
ernments, Federal government, Provincial and Municipal governments taking to 
themselves some of the increased money that the farmer got in Canadian dollars 
for his wheat or that the Canadian lumberman got for his lumber, or any of the 
products that we export? 


By Mr. Coote: 


Q. The fisheries or the mines?—A. Yes. If it could be done that way prob- 
ably we would have gone on and paid our debts abroad, but that involves almost 
a major redistribution of wealth within the country and a tremendously dis- 
locating process. How could you get it from the farmer except by putting more 
taxes on him. 

Q. Do you not think we have had a very dislocating process?—A. It cer- 
tainly has been bad enough. 

Q. It has caused the banks to hold a lot of farm paper they could not col- 
lect?—A. Undoubtedly, not only farm but other paper too. 

Q. Yes. And, therefore, I come back to my question again, would this not 
have been a better thing for the banks if we had maintained prices at a higher 
level by allowing our dollar to depreciate?—A. Well, that is a matter of opinion, 
and no two minds will agree entirely on it. 

Q. I am just speaking from the standpoint of the banks at the moment?—A. 
I would have liked, other things being equal, to see a higher price level, because 
it would have made it easier for everybody that owed me to pay me, and that 
is one of my chief objectives in life. 
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Q. I want to look at this from every angle. It would have kept your loans 
in better standing, would it not?—A. Yes. : 

Q. Therefore, if it affected the position of your depositors at all it would 
have made the deposits safer rather than anything else?—A. It does not affect 
our deposit liability, because you pay your deposit liability; in the kind of money 
you get from the people you lend money to. 

Q. But if the price level becomes too low you may not be able to get back 
all your loans. We have a lot of commodities in Canada on an export price 
basis?—A. Go on, I do not understand what you mean. 

Q. Such as wheat?—-A. That has a world price? 

Q. Yes?—A. Oh certainly. 

@. And the total received for the sale of these commodities would have been 
very much greater because the increased price would apply to the produce that 
we consumed in Canada as well as outside?—A. Yes. You take nickle. If our 
currency had depreciated even more than it has, in terms of Canadian dollars, 
we would get more for each pound of nickle, but that does not tell the whole 
story. 

“pe And that would give more employment would it not?—A. It might or 
might not. ; 

Q. And would have saved some of the employment relief expenditures?—A. 
Oh no, it is not quite as simple as that. It gives the exporter more money 
initially but what has he at the end of the day if he has to pay additional taxes; 
that is the question, is it not? In other words, it is the net result. It is not 
what he starts with in the morning but what he ends up with at night. 


By Mr. MacMillan (Saskatoon) : 


Q. Would that type of dollar be more useful than any other type of dollar 
in Canada?—A. It would be less, it is less valuable, that is the theory. 


By Mr. Coote: 


Q. If it were necessary, I could quote from Australian statistics to show 
the cost of living is very much lower there after three years of experience of 
depreciated currency than it was in 1929 although the price of export commodities 
was very much higher?—A. But, of course, their economy may be different from 
ours. You quote Prof. Copland. I had the pleasure of hearing Prof. Copland 
in New York sometime ago for three hours. He tells a very interesting story, 
but I could not go into raptures over anything he told me, and after I got home 
I began to think that we had done many of the same things in Canada but we 
had given them different labels. 

Q. Have we lowered interest rates to any extent?—A. We have lowered them 
some; it is a slow process. 

Q. Two years ago, I believe, interest rates stood at about the highest point 
they had been since the war?—A. I would not be surprised. Four years ago 
they were the highest in the history of the world I would say. 

Q. Do you believe that times of depression are inevitable?—A. It seems 
like it unless you can change human nature. 

Q. Are they natural phenomena or are they man made?—A. I think they 
are natural phenomena. If we could all think intelligently why you would 
get somewhere, but as a normal impulse we go with the crowd, and if the 
crowd is right why conditions are all right, if not, it is too bad. 

Q. You admit it would be a very worthy thing if we could give a little 
oe support to the economic structure——A. I think it would be a wonderful 
thing. 

Q. In your monthly letter— 
letter. 


A. I will have to cut out that monthly 
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Q. I will not pursue it any further, Mr. Wilson, if it embarrasses you 
any.—A. I am not embarrassed. 

Q. I think they are the best monthly letters published in Canada.—A. 
It is very nice of you to say that. I do not write them, I censor them; that 
is all I do. 

Q. The late Mr. Neill, I think, was the most enlightened bank manager in 
Canada— —A. I know no better. 

Q. He said, in his address, in 1931, that he did not believe that these 
times of depression were of natural phenomena like the tides and the phases 
of the moon, and that they could be controlled——A. Well, what he would 
mean, if you are quoting him exactly, would be— 

Q. He was speaking in a world wide sense of co-operative action by 
Central banks——A. In other words, if you believe the world is making progress 
you must believe in the increased knowledge that comes with time and therefore 
we will learn how to cope with these things better. 

Q. I thought that up until the last two or three years but now I am 
beginning to wonder. Now, Mr, Wilson, coming back again to something 
which you said this morning about the necessity of the banks getting some of 
their loans in better shape, that is, compelling some of the borrowers to pay 
up because you must always keep in mind the fact that your depositors might 
demand their money.—A. We must keep their funds safe, in so far as it is 
humanly possible to do so, yes. 

Q. In order to meet their demands.—A. Surely; that is fundamental for 
a banker. 

Q. This question I am going to ask you is like some that have been asked 
before. I have been asked repeatedly by some of my own constituents, and 
it is this: They say there is on deposit at the banks, by governments, and in 
the savings banks and current accounts approximately, according to this state- 
ment, $1,900,000,000, or thereabouts?—A. Yes. 

Q. And the amount of Dominion notes which the banks carry is 
‘$134,000,000, gold and other coin in Canada would be $39,000,000 roughly a total 
of $173,000,000, and these people say how could the banks pay everybody 
in real money. I said yesterday that deposits were money but that was not 
accepted by the committee. How could the banks pay the depositors in money. 

Mr. Ernsr: I suggest you ask the Minister of Finance how the Dominion 
would do it. 

The Cuairman: Or anybody else. 

The Wirnsss: The whole theory of banking, Mr. Coote, is built up on the 
assumption that everybody is not going to go crazy at the same moment. We 
saw what happened across the line. I would like to elaborate a little. I 
mean that if every man that puts money in a bank on deposit thinks that he 
and everybody else in the country can come round to-morrow and get out | 
100 cents on the dollar he is wrong, because it is physically impossible for any 
bank to realize on its assets in twenty-four hours. It takes reasonable time to 
do that. If they kept themselves in a position to perform miracles they would 
not be any good to the country at all, they would be just a cold storage plant 
and a much colder storage than any cold storage plant you and I know about. 
We saw what happened in the States. They all decided that they wanted to 
get their money. They had gold reserves down there unheard of in the history 
of the world, yet what happened? The banks closed down solid, everyone of 
them. To the everlasting credit of Canadians be it said that while all that 
was going on there was absolutely not a ripple in Canada from one end to the 
other. 

Q. You said that if that were true the banks would not be of any use?— 
A. Why no. 

[Mr. M. W. Wilson] 


BANKING AND COMMERCE 455 


Q. To the country or to industry, which did you say?—A. To the country, 
the same thing. Industry is the country. 

Q. The banks a short time ago, I think, had almost as much of their funds 
in bonds of various kinds as they had in current loans.—A. Well, we must 
employ funds, and we invest them in bonds. In other words, we loan them to 
the Dominion of Canada, or to Provincial governments, or to cities. 

Q. Does not that indicate that industry perhaps is being compelled to go 
with insufficient finances?—A. No, not at all, that does not follow. It simply 
shows that industry does not need as much money to finance its business to-day 
as it did three or four years ago on account of the low price level and the 
lessened activity in industry. 

Q. Do you think that the decline in loans has anything to do with the low 
price level?—A. I would not say it was a cause. I would think it is 90 per cent 
effect, and J am trying to be fair in that. 

Q. Take this statement, from an orthodox source: . 

The decline in loans and deposits is both a cause and effect of 
depression, 
That is published by the National City Bank. Would you agree with that?—A. 
I just said it. 

Q. 90 per cent though?—A. Well, I will say 90 per cent, that the decline in 
loans is 90 per cent effect and not cause. 

Q. Well, that is the best admission we have had yet.—A. Well, I hope it is 
not too damaging. 

Q. I had hoped that you would admit more than 10 per cent.—A. It is only 
a guess, Mr. Coote, it cannot be anything else. 

Q. We have discussed here several times, Mr. Wilson, the question as to 
whether all industries were required to reduce their loans to the same extent, 
and I think you brought a statement here showing the total loans in Canada 
and the reduction which took place as compared with the aggregate amount of 
loans to directors and firms of which they were partners during a stated period 
in the two years from 1930 to 1932, on March 31st in each of these years, call 
and short loans in Canada fell by $100,000,000 or 43 per cent. I think that is 
approximately correct—A. It sounds familiar. 

Q. Other current loans in Canada fell $276,000,000 or approximately 20 
per cent, but loans to directors and their firms actually showed a slight increase. 
They stood at $20,747,000 in 1930, and, in 1932, I think, they stood at $20,828,- 
000. I just wondered whether that did not indicate that the man who was a 
director of a bank, perhaps, was not required to consolidate his loan quite as 
quickly as some others——A. Oh no, I would not say that at all, Mr. Coote. The 
borrowings of the directors of Canadian banks are very small in the aggregate 
when you have regard to the substantial business interests that they represent, 
I think something like 1 per cent of the total loaned, 1 per cent or 2 per cent. 
And in so far as you use the term “forcing people to reduce” during the past 
few years, that expression has been used in this room a great deal in the last 
session, and I think there must be a misapprehension in the minds of a great 
many people. If I were not a professional banker and were listening to the 
evidence here, I think I would get the impression that most of a banker’s day 
was spent in hounding people to pay back their loans. That is the thing we are 
in business for, to make loans. That is one of our biggest problems to-day, to 
keep our funds employed. If you know any good commercial business I can 
get I would appreciate it very much if you would tell me and I would go after 
it, even to stealing it from my competitors if I could do it. Take the grain 
people out West, the elevator companies, Mr. Logan elaborated that point very 
well indeed, and these things are so obvious when you think of them that I feel 
ashamed almost to refer to them. 
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Q. If we have inadvertently used the term “forced,” it is, perhaps, because 
it has been used so often in our hearing by our constituents—A. Undoubtedly 
there are cases where action has to be taken but they are not in the majority, 
not by any means. Take manufacturing concerns, lumbering concerns, pulp 
and paper concerns, coal companies, their businesses have fallen off and they 
are carrying smaller inventories. We did not have to put pressure on them to 
reduce their borrowings. 

Q. That is the reason why I have wondered in the last three years why the 
bankers did not make representations to the government to keep up price levels? 
—A. Bankers are very diffident about making suggestions to the government. 


By Mr. Irvine: 
Q. Since when?—A. Always. 


By Mr. Coote: 

Q. That surely was not so ten years ago?—A. I do not know to what you 
are referring. 

Q. Well, I will just put one question to you. Could you not lend some 
more money, for instance, to grain companies, to meet the rates that they are 
being offered in New York? I asked Mr. Logan about that—A. In other words, 
you refer to some grain man that went down to New York and borrowed money 
at 3 per cent? I cannot meet that rate because my money costs me more. 

Q. You say you have lots of money to loan?—A. I cannot lend one man 
money at 3 per cent, becauses if I did everybody would want the same rate 
of 3 per cent and I would go broke. As a matter of fact, we are functioning 
now on a very narrow margin. 

Q. Then I would like to ask you about interest rates in eastern and western 
areas, as to how they compare, and particularly in regard to municipal loans? 
I understand that banks, as a rule, charge more interest on municipal loans 
in western Canada than in eastern Canada?—A. Well, there is a slightly higher 

rate in the west than there is in the east, for the reason that the banking business 

is more thinly spread out in western Canada than in the East by reason of 
population and geography and, therefore, our overhead, our expense of doing 
business, is slightly higher out there. We have to get it somewhere some 
way and that is one way of getting it, by charging a little higher rate of interest; 
but it is very slight. I would say it would not average one-half of one per 
cent, and the tendency in the last year in particular has been very much that 
of going down. 

Q. There were three reasons given yesterday. I think you were in the 
committee at the time?—A. There were three? 

Q. There were three reasons given why interest rates might be higher? 
—A. Out west? 

Q. In one area than in another, and one of them was the reason involving 
the risk of loss?—A. That is a factor, of course. Unfortunately that was not 
true until a few years ago, but you know the condition of a number of rural 
municipalities out west at the present time, a great many of them are able to 
finance only on the eredit of their provinces; that is an indication of the condi- 
tion of the credit risk. 

Q. Well, I have this statement with regard to the indebtedness of the 
municipalities in difficulties both east and west. The total for Alberta was 
$400,000 compared with $15,000,000 for Quebec and $100,000,000 for Ontario. 

I think that the fairest way of judging the standing of a municipality 
would be on its total debts and bank dealings, and bonds that are outstanding? 
—A. Yes, but there is an answer to that. That has been a very recent develop- 
ment in the east. Until a year or so ago, a municipality defaulting in the east 
was an absolutely unheard of thing. Look at the situation we have now. We 
thought that the credit risk was better in Ontario than Alberta. 
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Q. Do you think we have any reason to anticipate municipal loans in 
western Canada may be made on as low a rate of interest as they are in 
the east?—A. I think that is the tendency, yes; I think they are getting closer 
together all the time. 

Q. Don’t you think the banking industry should be looked upon as a sort 
of national institution, and the municipalities in one area should be entitled to 
as good a rate as those in another?—A. We have to face facts. When all is 
said and done, we have to balance our budget, just as you try to balance 
budgets down here. We cannot put out on one side what we do not take in 
on the other. We have not got any gold mine in our backyard. We trade on a 
very narrow margin. 

Q. You have some large municipalities in eastern Canada that you could 
make some money out of, if you raised the rate of interest one half of one per 
per cent?—A. You try to get it from them. 

Q. I have not time to go further into the question of interest, although I 
think it is a very burning one just now?—A. So do I. 

Q. I think I read that the Royal Bank had some bonds of the city of Cal- 
gary which were payable in New York funds, and at one time you agreed to 
accept.—A. Are you going to try to spoil my trip to Ottawa now? 

Q. No, not at all—A. Go ahead. 

Q. If I remember rightly, I was told that the Royal Bank agreed to accept 
Canadian funds, and afterwards refused—A. That is not right. Do you suggest 
we went back on our agreement. We did not do any such thing. 

Q. Did you agree to accept gold in Canada, and later on changed your 
mind?—A. No, we were never offered gold in Canada. We had bonds of the 
city of Calgary which we bought down in New York with New York money, and 
when they were due they were defaulted down there. We were offered a pay- 
ment in Canadian funds, which were then at a discount of 15 to 20 per cent. 
We held them a long time. Some people who were in the same boat sued the 
city of Calgary. We did not, because we did not want to sue a Canadian city. 
We finally compromised, and a rotten compromise it was from our point of view; 
and a lot of thanks we got. 


By Mr. MacMillan (Saskatoon): 


Q. Did you lose some money?—-A. We got paid in Canadian funds as 
against American funds we had invested in them; that is the difference. 


By Mr. Coote: 


Q. I suppose you could get cash for them now if you had them?—A. We 
have not get them. 

Q. I understood you had been offered Canadian funds and had agreed to 
take Canadian funds or gold in Canada? 

The CuairMAN: What would be the object in pursuing this line of invest- 
igation? 

Mr. Coorr: I am trying to get the policy of the banks during the last three 
years. 


The Witness: Do you suggest that we went back on our deal with Calgary? 


By Mr. Coote: 


Q. I am just asking; that is what I heard—A. I understand. You were 
misinformed, absolutely. 

Q. I have a letter here from a man in Vancouver, complaining of the 
practice of the banks now in taking such large amounts from customers’ aceounts 
for the handling of those accounts. You discussed that matter this morning?— 
A. A service charge? 
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Q. He says in one case a certain bank in that city secured enough by this 
means to pay the salary of their entire staff. Do you think that would be true? 
—A. No; that is absurd. 

Mr. MacMituan (Saskatoon): Should we not have the name of the party 
who makes those complaints? 


The CuHatrMAN: Is that worthwhile? It is the principle involved. 


By Mr. Coote: 


Q. It is the principle I want to get at. I want to find out to what extent it 
is used to finance the banks. I have a letter here from a man named Mr. Penny 
—I will give you this man’s name—unfortunately Mr. Wilson we are in this 
position; we get a great many letters from people and they say, “I wish you 
would inquire into this, but do not use my name, I might not be able to get any 
more accommodation at the bank?”—A. Of course, you realize that I am at a 
disadvantage, because my relations with my customers are confidential. I cannot 
tell you all the things I know. That is the unfairness with so many of these 
things, in the complaints that are made. 

““Q. I contend that the obtaining of such signatures—an act which 
has been declared illegal by the Supreme Court of B.C.—should not be 
binding upon the party so signing.” 


A. What does he mean by that? 

Q. I wondered if you knew anything about the case that had been decided 
in the courts of British Colmubia; that a man was not bound by some author- 
ization form he had signed?—A. That is too vague; I do not recognize anything. 

Q. You do not know anything about that?—A. You do not give me enough 
information. : 

Q. I would be glad to give you this letter?—A. If you give me the letter— 

Q. I would be glad to give you this letter and let you look over it at your 
leisure?—A. Surely. 

Q. I do not want to take up the time of the committee now. 

Mr. Ernst: It often happens that persons are not bound by a docu- 
ment they sign. For instance, a married woman, in Quebec, is not bound by a 
signed document, very often. 

The Witness: They always claim they never read the document. 


Mr. Ernst: As a matter of fact you compel them to get independent 
advice. 
The Wirness: Even then it is not of much value. 


By Mr. Coote: 


Q. I have been asked to question some bank managers on the charge that 
is made at the Ottawa Clearing house, and passed on to a customer of a bank, 
a charge of fifty cents for each cheque that is deposited by him for which there 
is not sufficient funds?—A. Fifty cents. 

Q. After it goes through the clearing house?—A. That sounds like a large 
charge. 

Q. There is a printed form, and I was wondering if head office were familiar 
wth the practice?—A. I know it is customary to make a charge for the handling 
of what we call N.S.F. cheques, because obviously we have to take them into the 
clearing, get them sent out to some subsidiary branch, get them back, and so 
forth. We have messengers travelling around the city. We are like other 
people; we have to be paid for services we perform. 

Q: You do not know whether that is a general practice?—A. No, I do not 
know just offhand. Fifty cents strikes me as being a very large charge. 
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The Cuairman: Is it paid by the drawer of the cheque, or the customer who 
deposits the cheque? 

Mr. Coote: As I understand it, it is a charge made on the customer who 
deposits the cheque. 


The Witness: On the drawer. 


By Mr. Coote: 


Q. Sometime before the hearing is over, I wish some of the banks would 
advise us in regard to these matters. My next question is whether your bank 
gives managers power to allow customers to borrow either on overdraft or do 
they insist that no matter how small the borrowing is, it must be covered by a 
note?—A. We much prefer, that all loans be made on notes, because it is 
a more definite document. A man signs an obligation to pay a specified amount 
at a specified day, and that, from the standpoint of the banker, is a much more 
satisfactory thing than an overdraft which has no maturity. Sometimes an 
overdraft is created through a mistake; and when it is drawn to the attention of 
a customer, he says, “I do not know about this.” It only creates trouble. To 
establish your claim through ‘an overdraft, you have to go back to the beginning 
of time, almost, to prove your claim. If you loan a man, by means of a note, 
he signs the note and your claim is based on the note. Furthermore, that is a 
more formal way to borrow, and a better way. If I am loaning you money, I 
would prefer you came in and asked me for $1,000, told me what you wanted it 
for, and how long you wanted it, and then we would make out the note and 
you would sign it, and that is all there is to it. 

Q. I understand it is better for the bank to loan that way because of the 
interest they collect?—A. What is that? 

Q. That way much better for the bank because they collect more interest? 
—A. You are thinking now and talking as an ex-banker. There is a slight 
advantage there, but the other is the more important reason. We do not tell 
our managers not to grant overdrafts. Every branch has many overdrafts. 

Mr. Donpps: I have read this clearing house form, Mr. Coote, and it says 
on the bottom that this charge of 50 cents is against the man who draws the 
cheque when he has no funds. That is not for collecting, and it is against the 
man who will draw cheques and who has no funds to his eredit. 

~The CHairMAN: Is it not charged back to the depositor, and he has to 
collect it from the man from whom he has the cheque? 

Mr. Dopps: It is not the depositor; it is charged to the man who draws the 
cheque. 

Mr. Irvine: It makes no difference, its a heavy charge. 

Mr. Dopps: It is to stop a customer from drawing cheques for which he 
has no money. 

Mr. Coort: I see there is some printing on the back of this form which I 
have not read. However, I am glad to have the opinion of the bankers with 
regard to the amount of this charge. 

Mr. Ernst: It is made at the clearing house to the bank, and the bank 
passes it on to the customer who h’as drawn the cheque. 


By Mr. Spencer: 

Q. I have a few questions I should like to ask the witness. I was going to 
ask some questions with regard to the inner reserves, but that has been well 
answered by the questions of Mr, Bothwell. I should like to refer Mr. Wilson 
to the Macmillan report, section 11. 
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The CHAIRMAN: What page? 
Mr, SPENCER: Page 12, section 11 of the introductory remarks. 
The Witness: I have it, sir. 


By Mr. Spencer: 

Q. It starts in—it begins about half way down with the words “ The com- 
mercial banker has very properly in the past regarded his responsibility as 
mainly confined to safeguarding the interest of his depositors and shareholders 
and to making judicious loans and investments with the funds entrusted to 
him. But it is now coming to be realized that other less obvious but also 
important responsibilities rest upon the banking system of a country. It must 
bear a share in trying to maintain stability and to regulate the quantity and flow 
of credit; it must interest itself in price levels, in the fluctuations of exchange, 
in international monetary co-operation—in short, in all the matters which con- 
cern international finance. In judging of the adequacy of a modern banking 
system, its ability to lend assistance in these wider spheres of action, must be 
taken into account.” I should now like to ask your opinion with regard to 
that?-A. Of course, in making that statement the commission are just building 
up a case for the Central bank. That is obvious, is it not? 

Q. Yes, very. It seems to me that it is because possibly our banking 
institutions have not fulfilled their obligations in the past, there must be a 
central bank?—-A. The chartered banks of Canada have not fulfilled those 
obligations in the past because they have not been imposed on them. We have 
no particular responsibility for the price level, or for the exchange rates between 
Canada and abroad. As I said, or tried to say in the short brief I delivered 
this morning, that is something for governmental action or some body very 
close to the government, meaning, of course, the Central bank. 

Q. In that way you would not be opposed to the Central bank?—A. IT did 
not say that, but if you ask me, I am not and never have been. 

Q. One point which the banks appear to be making plain is that there 
has been very little working together; each banker has gone on his own responsi- 
bility, and has done what he thought best. Now, it does seem to me it proves 
the necessity of some co-ordinating agency like a central bank?—A. We have 
all worked— 

Q. To carry out these matters?—A. We have all worked independently. in 
the sense that there has been no co-ordinating body with respect to policy. In 
actual practice though, we have all done pretty much the same thing for the 
same reason that the four corner stores in a small town will naturally pursue 
pretty much the same business policy. Competition regulates a thing like that. 
I could not pursue a policy that would drive my customer away to another 
bank and hope to survive. As I say, as a matter of practice, it gets down to 
us all doing pretty much the same thing without our going through any formal 
means of getting together and creating a body along that line. In other words, 
there are certain things that seem just common sense to a banker, and he follows 
that lead. 

Q. With regard to the development of business, bankers have the power 
to increase the amount of money through the aid of created credits in circula- 
tion, I take it?—A. Yes. 

Q. The bankers have, I take it, two ways of doing this. Would I be right 
in saying that one way is to put more money into circulation? When I say 
“money” I mean anything that functions as money?—A. I understand. 

Q. By making loans?—A. Surely, that is the way it happens. As business 
gets better, we make more loans, and in that way more money is put in 
circulation. 
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Q. What happens when a bank buys securities?—A. That puts money into 
circulation. Buying securities is another way of loaning money to a govern- 
ment or a municipality. 

Q. Would I not be correct in saying that there are two ways of reducing 
money, writing money out of existence?—A. I do not follow you; I do not 
like that. 

Q. I will try to put it in words you do like—A. All right. I do not want 
to quibble. You are so clever I am afraid you may put words in my mouth 
I won’t understand. 

Q. Not to a clever witness like you. It is recognized under our banking 
system that money—and of course it is right—should be and can be increased 
from time to time to take care of business?—A. Surely. 

Q. Out of all proportion to the deposits that are there at the time?—A. Out 
of all proportion? 

Q. Yes.—A. You are contradicting yourself. You laboured the point the 
other day that deposits were money. I accepted your definition because it was 
as good as any. 

Q. I say anything that functions as money is money.—A. I accept that. 

Q. Let me put it this way: Suppose we had a billion dollars in Canada?— 
A. In deposits and notes outstanding? 

Q. Everything there is?—A. Yes. 

@. And you wanted to increase that on account of the amount of business 
that was being done, by another half a billion. Now, is it possible to do that?— 
A. Surely; if we have cash reserves why we expand our loans and other banks 
expand their loans, and the first thing you know you have got that much more 
money in circulation. 

Q. And the creation of the loan does increase the total amount of money 
in existence?—A. It increases it, if you refer to the banking system as a whole; 
it does not apply if you take an individual bank. 

Q. I am speaking of the whole. Now, there are two ways which I have 
just suggested to you of putting money into existence?—A. Yes. 

Q. And the two ways of taking money out of existence, I take it, would be 
by calling in loans, and therefore cancelling them when they are paid?—A. The 
payment of a loan, of course involves a reduction in deposits to a corresponding 
extent. 

Q. Thank you; and the other way would be, I take it, by selling securities? 
Would that be correct?—A. Yes. 

Q. If money is advanced or put out, out of proportion to the goods pur- 
chased, it would have a tendency to increase prices?—A. I do not see how you 
can put out money that a commercial community does not want. 

Q. I admit that is— -—A. We are ready and anxious to loan money now. 

Q. The banker has not the final say?—A. It is the borrower that comes to 
the bank; the banker does not go to the borrower. 

Q. The banker cannot force money on the people?—A. They are trying to 
do it in the States, and are not successful. 

Q. They can be a very active agent in calling in loans and reducing the sum 
‘ total of money?—A. Undoubtedly, yes. If we do that, unnecessarily, we are 
fouling our own nest. 

Q. Therefore, I may say that we may not blame the banking institutions 
for inflation so much as we may blame them for deflation?—A. Yes, but then 
you are asserting things; you are asserting the banker brings about deflation. I 
deny that. 

Q. I will agree with you partially; I don’t give you all the blame—A. Well, 
I should say that the banker's responsibility for deflation is a very very small 
part. Mr. Coote covered that, and quoted the National City bank. They sug- 
gested that the proportion of blame was 90 per cent and 10 per cent. 
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Mr. Coorr: For the correction of the record, I did not say 90 per cent 
was mentioned in the National City bank quotation I gave. 


The Wirness: I see, I am sorry. 


By Mr. Spencer: 

Q. I have in my hand one of your most excellent monthly bulletins — 
A. There is a catch in this; go ahead. 

Q. Now, this refers to the control of credit and what might be done by the 
banking system. It struck me very forcibly, and I should like to have your 
opinion. It is the June number.—A. This year? 

Q. 1931?-—-Ay Mes, 

Q. Quoting, “This is surely a counsel of perfection not fully attainable in 
human affairs, but it is clearly within the power of the great central banks, 
through appropriate interest rates, and open market policies, to control within 
reasonable limits too rapid increase in the volume of credit and also to prevent 
contraction of the normal growth of credit, which is the basis of the present 
world tragedy.”—A. I agree. 

Q. Thank you very much, you have gone up in my estimation—A. I made 
a mistake somewhere. 

Q. I should like to ask a few questions with regard to depositors. What 
amount of interest is given on deposits?—A. In Canada? 

Q. You can only answer in regard to your own bank?—A. They are all the 
same in Canada, 25 per cent on savings. 

Q. Is interest allowed on deposits made after the first of the month?—A. I 
do not know, is it? 


Mr. Dopps: Only when new accounts are opened. 


By Mr. Spencer: 


Q. Not old accounts?—A. In the savings department, we pay on the mini- 
mum monthly balance except when you open an account, as Mr. Dodds said. 

Q. Then it would not necessarily carry the full 24?—-A. After the first of the 
month. 

Q. It might be even down to 2 per cent, if any cheques were drawn?—A. 
No; if you lose the whole interest for a month you could not possibly get the 
rate down to 2 per cent. 

Q. After the account is opened and has gone a month?—A. If you were 
operating a savings account with me, and you come in, as I recall it now—do 
not hold me to this, I am speaking from memory, I have not dealt with these 
things for a great many years—speaking from memory you come in on the 15th 
day of the month and added something to your account, you would not get any- 
thing on that additional amount until the Ist of the following month. That is 
the practice of saving banks the world over. 


The CHairRMAN: You do not give them day to day interest? 
The Witness: No. 


By Mr. Spencer: 


Q. I have in my hand a statement of the Royal Bank of Canada, dated 
November 30, 1933. This statement is a copy of the returns to the government, 
and I also have a statement of your published account, and I should like to ask 
some questions with regard to the published statement. I shall give you the 
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figures in millions, but I shall ask the reporter to put in the exact figures. The 
government return reads as follows:— 


Balance due Dominion government, $8,649,947 ; 

Balance due provincial governments, $8,618,067; 

Deposits by public payable on demand in Canada, $133,039,759; 
Deposits by public payable after notice in Canada, $263,711,727; 
Deposits elsewhere than in Canada, $165,273,458. 


Now, as I said, on the advertisement I find simply two items, 
“deposits not bearing interest, $128,829,694; 
Deposits bearing interest $450,463,265. 


A. You are quoting from two different things? 

Q. Yes, but both total the same amount?—A. Surely; they are on the same 
day. The first statement that you quoted was the annual statement sent to 
shareholders; that in a few minor matters is made up a little differently with 
respect to deposits. The shareholders’ statement, as required by the Bank Act, 
shows deposits divided into interest and non-interest bearing deposits. Monthly 
statements, on the other hand, shows demand deposits in Canada, notice deposits 
in Canada, commonly called savings, and then deposits elsewhere. In other 
words, in one category you have three headings and in the other you have only 
two. The total of course is the same. 

Q. Do I understand you are paying interest on $450,463,265?—A. What is 
that? 

Q. It says, “Deposits bearing interest,”—A. If it says that, why, it is true. 

Q. Of course, the two amounts must make up the others?—A. They do; not 
“must,” they do, because they are made from the same figures the same day. 

Q. What proportion of deposits elsewhere than in Canada are savings 
deposits?—A. I cannot answer that. 

Q. What interest is paid on them?—A. They vary, all sorts. In New York 
we pay nothing, in London we pay next to nothing, and some other countries. 
In Paris we pay a very low rate. There are places where they are paying what 
we pay in Canada. As a matter of fact, we pay more in Canada than any 
place I can think of. 


Mr. Coors: Have you reduced it? 
The Wirness: We are trying our best. 


By Mr. Spencer: 


Q. What interest do you charge for foreign loans?—A. It varies. In the 
main we get rates that are equal to and better than we can get in Canada. 
I am speaking of what we call’ commercial loans as distinct from call loans. 

Q. I would like to ask you some questions with regard to the position of the 
farmer. Mr. Logan said that a farmer in good standing would have no trouble 
at all in getting a loan—A. Right. This morning I said in 1932 that we loaned 
13,600 farmers, out west. 

Q. I suppose if the farmers are not good risks at the present time it is be- 
cause they are not in good standing?—A. That is true. He has no crop or he is 
in financial difficulties. Remember there are a lot of people in the east who 
are in financial difficulties too. 

Q. I would like to take you back to a situation I am very familiar with, 
in 1930 when we had the second snow in October and a large part of the crop 
was left in the field and we did not expect to thresh until spring—and I am 
not in this particular instance referring to your bank. I happened to go into 
the bank one day and found a queue of people half way across the outside office 
wanting to see the manager. They did not think for a moment that they would 
be able to thresh until the following spring. They had in the field a very good 
crop.—A. But covered with snow. 
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Q. Yes, covered with snow, but they had to have the wherewithal to carry 
through the winter, some wanted $50 and some $100. I saw the manager; I 
know him very well, a particularly fine type of fellow he is too, and I said to 
him when I was inside his office “ can you oblige those fellows at all on their 
crop?” and he said “not five cents.”—A. What was the reason? 

Q. Goodness knows. I suppose he had had instructions from headquarters, 
but it did seem to me a very unfair ruling—A. I know, but that is one of the 
finest alibis in the banking world. I was a branch manager for many more 
years than a general manager and when I did not want to do anything I always 
blamed it on the general manager. 

Q. The particular part of the country I am speaking of is one that has 
never had a complete failure, those people have been there for twenty-five or 
thirty years, and they were not liable to get up and go away in the night, and it 
did seem to me a most unreasonable stand for the manager to take——A. To 
repeat, if these farmers were in good standing and of good character I do not 
know why they should not have received assistance. That is our business, and 
goodness knows we are loaning millions every year. 

Q. The result was that these people had to go and get credit at the local 
store. 

The CuHatrMan: I can remember the time when the local storekeeper was 
the banker for all the farmers; it was quite the customary thing, and he, in turn, 
was carried by the wholesaler who, in turn, was carried by the banks. Now-a- 
days they throw the burden on the local member of parliament. 


By Mr. Spencer: 


Q. Mr. Logan said that farmers got their loans from spring till fall—aA. 
Seasonal loans, yes. 

Q. It is the first time I have known of it and I have been in the west for 
twenty-seven years, and only in very exceptional cases could we get from spring 
till fall. The notes generally run from three to four months.—A. That has 
nothing to do with the statement. You come in to make a loan, I take your 
note for three months. I do not expect you to meet that note at the end of the 
three months, but if you have a note coming due you would come in and renew 
it which gives the manager a chance to talk things over with you, to find out 
what your crop prospects are, etc. It is not a question of trust, it is Just a 
question of the local manager trying to keep in touch with what his customers 
are doing. 

Q. There is a complaint that sometimes in the middle of the season the 
notes are not being renewed and it leaves the farmer in a very bad position 
indeed.—A. Any manager that lends money to a farmer in the spring, say in 
April and expects to get it paid in July should have his head read. We encourage 
our managers to take notes, say for three months, just for the reason I mention, 
so that our managers will have a chance to see his customer and find out what 
is going on, because our managers have to make reports to head office from 
time to time on their loans; the bank inspector wants to see them, and we want 
to see them, in head office, and the manager cannot do that unless he sees the 
customer, 

; Q. It adds to the interest rate if it is compounded?—A. You do not put 
that seriously forward as a reason. 

Q. It means something to the farmer.—A. It makes an infinitesimal differ- 
ence. That is not the reason it is done, I give you my word for it. 

Q. I understood you to say that you are charging 7 per cent now.—A. Yes. 
We put the rate down to 7 per cent. All the banks did, as a matter of fact, when 
they made the cut in the savings rate. 
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Q. Have you ever charged 9 per cent or 10 per cent?—A. The Royal Bank 
did not, but we took over some banks that did and as quickly as we could 
change it we did. 

Q. I have a note here carrying 9 per cent.—A. The Royal Bank? 

Q. No, not the Royal Bank. I have in my hand a list of all the loans 
guaranteed by the government to the banks including anywhere from the matter 
of 30,000 tons of steel rails, Algoma Steel Company— 


The CHarrman: Mr. Spencer, just what are you driving at, under this 
heading? Surely we do not want to open that up now. 


By Mr. Spencer: 


Q. I am not going to take up much time. I have all together a list of eight 
corporations and they cover the nice sum of $96,000,000 odd. 


Mr. MacMituan (Saskatoon): Does that include the 'C.P.R. loan? 


Mr. Spencer: It includes the C.P.R. loan. It does not include the Wheat 
Pool loans at all. 


The Witness: You do not want me to complete the list, do you? 


By Mr. Spencer: 

@. Was there any reduction in interest to those different organizations 
when the government gave its guarantee—A, Was there any reduction? 

Q. Yes, in interest?—A. Do you imply that the government added their 
guarantee to an old transaction? That was a new transaction. 

(. This type of business was being done before then. Was there a reduction 
in the rate of interest to these different organizations?—A. Did the banks set 
a lower interest on those transactions because the government guaranteed them? 
Yes. The C.P.R. instead of paying 6 per cent is paying 5 per cent; that is good 
security. 

Mr. Power: The C.P.R. paid more than 5 per cent on a loan of its own. 

The Wirness: The C.P.R. could not at that time get the money itself at 
any rate. The conditions are different. A five year loan is not an ordinary 
loan. 

By Mr. Spencer: 


Q. What did the government get out of this?—A. A lot of abuse, but they 
saved the credit of the finest private organization in Canada, I would say. 

Q. I have a statement with regard to the $60,000,000. I notice that your 
bank have total assets in round figures of $719,000,000 and total liabilities of 
$717,000,000?—A. When you say total liabilities you are including our capital 
reserves and things like that? 

Q. Yes; if you take the total liabilities from the total assets your balance 
is $1,818,499?—A. Oh yes, that is the profit and loss account. 

Q. Now, people have been wondering how it was that you were able to loan 
to the C.P.R. $12,280,000?_A. They were wondering at what? 

Q. They were surprised that you were able to loan to the C.P.R. $12,280,- 
000.—A. That we were able to? Why, we did it very conveniently. 

Q. I know how it can be done, of course, but you say these liabilities 
include your capital and your reserves?—A. Yes. 

Q. Well, you would not loan your capital, would you?—A. Why not? We 
would Joan anything that we had on the assets side. 

Q. Does not the capital go into buildings, ete.2—A, Not largely, no; but 
you were saying just a minute ago that it does not take any capital to make a 
loan; we just make loans and create deposits. 

Q. You were good enough to accept my suggestion before—A. What did I 
accept. 
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Q. Every time a loan is made it increases the amount of money in existence. 
—A. I did not say that. I said that every time a loan is made, if you regard 
the banking system of Canada as a whole, it creates a deposit or it pays off 
another loan. 

Q. Suppose in the case of an entirely new loan, a loan of $500,000 was 
made, there would be $500,000 of money increase to what there was the moment 
before?—A. Yes, your deposit money; I do not dispute that, but I do not know 
for how long. 

Q. There are just one or two questions here with regard to section 91 which 
was drawn to your attention this morning. You said the reason that the bank 
did charge more than 7 per cent was because the section was drawn probably 
ambiguously and it had been decided in the courts in favor of the banks—A. 
The highest court in the Empire interpreted the section. We took that as an 
interpretation of the Bank Act, that is, the law. 

Q. I would like to ask your opinion, Mr. Wilson, if the amendment sug- 
gested in the new Bank Act is also ambiguous, or do you think it will hold 
water?—A. Do I think the banks will observe it, or do I think there is another 
joker in it. 

Q. If it is the same joker that was in it before. 

The CuarrmMan: Do you think that is a fair question to ask anybody but 
a court of law? 


The Witness: It is not ambiguous at all. 
The CuatrMAN: They understand it and intend to live up to it, he says. 


By Mr. Spencer: 

Q. You said this afternoon I think that bonuses were given to your managers 
on the business done or on the profits made.—A. I did not say that, no. It has 
been customary for the banks in Canada in prosperous years to pay what we call 
a special bonus to everybody, from the general manager down to the door- 
keeper and chauffeurs, based on their salaries. 

Q. Not on the actual business done at the branch?—A. No, no. It is a 
percentage of his salary. Perhaps it might be half a month’s salary. In fact 
one time I had a brain storm and gave them a whole month’s salary. That is the 
last one they got. Incidentally, we only leave one man out of that, we never pay 
him a bonus, and that is the president. 

Q. You said, Mr. Wilson, that you thought the depression was largely due 
to the war?—A. I think it goes back to that. 

Q. Well, do you think that if we had not had a war at all we would not 
ultimately have come to this situation? 


Mr. Ernst: Surely that is not within the terms of reference. 


By Mr. Spencer: 


Q. Anyway, do you not appreciate this point, that after the war we were 
in a better position as far as the production of goods were concerned than we 
were before?—A. That is the trouble, we were producing too much. The whole 
world is over industrialized. 

Q. Well, if the people could consume the goods surely we would not have 
too much. 


By Mr. McGibbon: 

Q. Now then, I know a firm who were operating successfully, they were not 
bankrupt, it was just the fact that they could not borrow money?—A. Is it not 
possible that if the bank had loaned them the money they would have increased 
their stocks and perhaps helped to put somebody else out of business? 

Q. I am coming to that in a moment. There was another case where the 
cost of the raw product of the industry fell to almost nothing. The manager 
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and his board said “this is the time we should get into the market and buy 
raw material, we will never get it cheaper than it is now.” They did not have 
the money but they had the plant and stock worth half a million dollars. The 
banks would not lend them a dollar to buy raw material when it was at the 
lowest price it had ever been?—A. They did not want to buy this material for 
the purpose of operating, but simply because it was at a very low price. 

Q. Yes?—A. And was there a reasonable prospect of them selling their 
product if they had manufactured it? 

Q. This was only a year ago and they are in business now manufacturing 
and selling their product. The point is: this was raw material that they had a 
chance of getting for almost nothing. Supposing they had had to store it for a 
year or two, they thought it was good business?—A. It may be good business 
from their standpoint, but I question whether I, as a banker, would consider it 
good business to give money for such a purpose to any manufacturer until the 
time came when he could manufacture and sell it. Obviously if they did not 
have the money of their own to put into it they would have to go to the banks 
to borrow. 

Q. They never ceased to operate though?—A. I must have misunderstood 
you. I thought you said they wanted to buy the raw material and put it aside. 

Q. The point I am coming to is this: That business was not run on the 
advice of the president and his board. It was run on the advice, or say so, of 
the bank directors who, presumably, knew nothing about it?—A. In other 
words, that particular industry was what the man in the street says “in the 
hands of a bank.” 

Q. No, as I said they did not owe the banks anything?—A. Otherwise, why 
would they take instructions from the banks. 

Q. They were in their hands in this way, while they did not owe the banks 
anything the banks would not lend them anything to buy their stocks?—A. I 
see. In other words, because the banks in their wisdom or unwisdom decided 
they could not make the loan they could not operate. 

Q. That raw material has increased 300 per cent already, and had they 
been able to buy it, fifteen months ago, you see the better position they would 
be in. It was their judgment that they should buy but the banks simply vetoed 
it. I am not finding fault, Mr. Wilson, but what I am coming to is this, what 
I am leading up to is, do you not think in a time of a crisis such as we have 
been going through there should be somebody, or some organization, that could 
probably finance these more or less speculative industries, in the interests of the 
country; what would you suggest, or have you anything to suggest?A. That 
is a big question and I would not like to answer it offhand. However, I would 
like to deal with the purely banking phase of it. It is awfully hard for a banker 
to deal in generalities. 

Q. This is a specific case I am giving. The only thing I am not giving you is 
the name of the firm or the industry?—-A. Yes, but I have found from experi- 
ence, and I have had to deal with a lot of complaints from all over the country, 
complaints of all sorts, and I have found that in the great majority of cases 
there was something that the man who brought it to me did not realize, that 
he had not been told the whole story. I do not think that the attitude of the 
banks in the last three years has been to curb business. 


Q. I quite agree with you?—A. I say for myself that I have probably 
lost many dollars for our shareholders just in trying to keep things going. 


The CHatrmMan: Should we go into this sort of thing, Mr. McGibbon? I 
want to be generous and I have been generous. We will never get through 
with the Bills, if we pursue this line. 
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By Mr. Spencer: 


: Q. You spoke of the drop in exports the world over, Mr. Wilson.—A. 
es. 

Q. I notice that Japan last year increased her exports by 53 per cent—A. 
There must be some special reason for that. 

Q. I was wondering if you could tell me the reason—A. You probably 
know it as well as I do. They are making a raid on the international trade 
of the world. They are sending their trade emissaries down to South America; 
they are trying to steal the cotton trade of India from Lancashire. 

Q. How do they do it?—A. Don’t ask me. What do they pay there, ten 
cents a day? 

Q. Is it a fact that they are bonusing their exports?—A. I do not know, 
but my understanding is that they pay their workmen hardly anything. They 
have an entirely different standard of living which we cannot compete with. 
The Cuatrman: And we do not intend to compete with them on the same 
Dasis. 


By Mr. Bothwell: 


Q. The inference to be drawn, I think, from the question asked by Mr. 
Spencer, in connection with that new loan of $500,000 is, that as soon as that 
loan is made there is a million dollars of new money in circulation—A. When 
you make a $500,000 loan, regarding the banking system as a whole, you 
put for the moment $500,000 to the credit of somebody and to that extent you 
have increased the deposits of the country $500,000; but it is only for a moment, 
because a man does not borrow to the extent of $500,000 for the mere sake 
of placing it to his credit and leaving it there. He turns around and pays 
somebody else, and he again in turn pays off somebody else. The money 
goes from one person to another. : 

Q. So that the inference that was drawn by Mr. Spencer that there was a 
million dollars of money put into circulation by reason of that loan is not 
the correct inference?—A. I do not know whether Mr. Spencer has that infer- 
ence. 

The CuairmaNn: As a matter of fact, there is not a dollar put into circu- 
lation; they are all bookkeeping entries. 

Mr. BorHwetu: I just wanted to clear that up. 

Mr. Spencer: A bookkeeping entry is just as good if you can pay a debt 
with it. 

The Wirness: If the bookkeeping entry represents something real, as it 
does in the matter of a bank loan or a bank deposit. 


By Mr. McGibbon: 

Q. Mr. Wilson, the function of the banks, as I understand it is two-fold. 
First, you are the custodian of the deposits—A. Yes. 

Q. And second, you finance the commerce of the nation. Now, I think 
most of us believe anyway that in the last few years of this depression period, 
commerce has not been financed. I am not criticizing, but I happen to know 
of a number of industries that could not get money to finance their business; 
they are still in existence and they are being financed to-day by the banks, but 
they could not be financed a year or so ago—A. Well, what was the nature 
of the industry, why was it they could not be financed a year ago? 

Q. I do not know why. Well, some of them were in the lumber industry.— 
A. JI can give an answer there. Most of my lumber friends were loaded up 
with inventories, and they had no more thought of going into the woods and 
adding to those inventories than I had of giving them the money to do so. 

Q. One case that I know of, they had the plant and they had the limits, 
and they thought they could sell their product——A. They thought? 
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Q. Yes, to be fair, I do not think they had any money, but they had 
customers, and their thought was predicated on a continuation of the state of 
business as then existed——A. In every case that a lumber man came to us 
and we thought that he could sell his lumber we financed him readily, and 
we financed some large operations. 

Q. The point I am coming at is this, the fact that they could not operate 
put a lot of people out of employment?—A. Undoubtedly. 

Q. I do not doubt that. I will give you another case. There was a mer- 
chant in the town where I live, the town of Bracebridge, who told me he took 
$700 worth of relief orders up to the bank to borrow $300 and was refused. 
Now, 80 per cent of those relief orders were paid by the two governments, surely 
the governments are good for credit?—A. Certainly they are, but I do not know 
anything about relief orders there. I live in a province where you can get 
relief orders by the bushel and nobody knows whether they are good or bad 
and you would not lend a dollar on them. There has been funny business 
going on with a lot of these things, and an ordinary banker is not competent 
to say whether that is a legitimate relief order which will be honoured by gov- 
ernments. 

Q. These were signed by the municipality and all the municipality had to 
do was to send them down to Toronto and get the money?—A. That is all 
right, but we live in Montreal where they have been signed too by the muni- 
cipality and nobody will recognize them. 

Q. But this is a small municipality of 2,000 people?—A. If there was no 
doubt as to the authenticity of these relief orders I would say again that that 
was a foolish thing for the branch manager to do. 

Q. What I mean is this, it seems to me that there should be some institu- 
tion, with the government behind it if you like, that should fill this gap in times 
of crisis because it puts so many men out of business and they have to go back 
on relief. Could you suggest anything in that connection?—A. Well, you mean 
an R.F.C. such as they have in the States? 

Q. I am only asking for information, Mr. Wilson?—A. Well, you are 
asking me to suggest something to which I have not given any particular 
thought, because I have not thought that the situation demanded anything of 
that sort. 

Q. I think it demands more than you think, or has demanded, in the past? 
—A. I know a lot about the grief in the country. 


By Mr. Power: 


Q. Would there be a possibility of inserting something in the Bank Act 
which would restrict bankers, in loans on securities, to the collateral which was 
put up at the time at which they made the loan?—A. In other words, do away 
with the personal convenant? 

Q. Exactly?—A. Not with the consent of the banks. 

Q. What effect would it have? Supposing I had $5,000 worth of C.P.R.? 
—A. The effect of it would be that we would be buying the collateral; we would 
not be loaning money. If the collateral was good we would get our money 
back. If there was any profit in it you would get it, and if there was a loss the 
bank would have to stand it. 

Q. There is nothing practical or possible?—A. Not to my mind. 


The CuHairmMan: Do you think it would be fair? 


Mr. Power: I do not know. There have been so many complaints of 
people having put up collateral worth far more than the amount of their loan 
at the time at which the bank accepted it. The bank accepted it as perfectly 
good collateral, it was a loaning transaction. In the olden days, I understand 
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when you went with a contract of loan, in the medieval days, you gave a man 
your gold or whatever it was, and he gave you goods or whatever he wanted 
to give you, and when the time came to pay, he kept what had been put up. 
That is to say they became pawnbrokers. Would there be a possibility of 
inserting something in the Bank Act with regard to certain types of loans 
making the banks pawnbrokers?—A. I have no desire to be a pawnbroker, if 
that is what you mean. 

--Mr. Irvine: Will Mr. Wilson be here again, Mr. Chairman, or is this our 
last chance to question him. 

The CuatrMan: If he is required, Mr. Wilson will come back again. 

Mr. Irvine: All I wanted to ask was in connection with the pension fund 
of the employees, the same question that I put to Mr. Logan and which was 
not completed on that occasion. And I think also that Mr. Logan gave me 
erroneous information. 

The Wrrnsss: I will be glad to give you any information I can. 

The CHatrrman: I am sure Mr. Logan would correct anything, if it was 
called to his attention. 

Mr. Irvine: I am quite willing to wait if there is going to be an opportunity 
later. 

The CHarrman: What is it you want to ask, Mr. Irvine. 

Mr. Irvinr: My question to Mr. Logan was in regard to the manner in 
which the pension fund is handled by the bank relative to employees who have 
left, or have been discharged by the bank. 

The Wirness: You want me to answer that. 


By Mr. Irvine: 

@. Yes——A. When a man retires from the bank he gets back one-half of 
his contribution ‘to the pension fund, and the other half is retained by the fund 
as compensation for carrying the risk because if at any time while he was in the 
fund he had become incapacitated, unable to carry on, the fund would pay him 
till he died, and when he died it would pay his widow something, and so on. 


By Mr. MacMillan (Saskatoon): 

Q. After how many years in the employ of the bank? 
does not make any difference. 

Mr. Irvine: I have here the constitution and rules of the Pension Fund 
of the Canadian Bank of Commerce, and it is there provided that no money 
shall be paid out of the fund to any member that ceases to be an employee of 
the bank. 

The Witness: Well, I cannot answer for Mr. Logan, I am speaking for 
the Royal Bank. 


A. At any time, it 


By Mr. Irvine: 
Q. They differ then?—A. Oh, yes, all banks have different pension schemes. 


Mr. Tompxins (Inspector General of Banks): What is the date of that 
booklet, Mr. Irvine? 


Mr. Irvine: Adopted May 30, 1925. 


Mr. Tompkins: I would not be surprised if it has been amended since 
then. 


Mr. Irvine: I have a letter here:— 
I was an employee— 
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The CHatrMan: Wait a moment, Mr. Irvine. It is now 6 o’clock. Mr. 

Wilson has had rather a trying day. Shall we sit to-night or shall we adjourn. 
Mr. Dodds, ofcourse, would like to stay over for this hearing and he would 
like us to go on. On the other hand, I do not think it is fair to ask Mr. Wilson 
to spend any more time on the stand to-day. 
Mr. Irvine: I quite appreciate that, Mr. Chairman. But just before you 
close, the banks are public institutions and we have a right to enquire as to 
the wages paid employees of the bank, and in view of the fact that they are 
not permitted to organize to protect themselves— 

The Cuairman: There is nothing to prevent them. 

Mr. Irvine: I would like to move an amendment to the Bank Act to that 
effect. 

The CuHaArrRMAN: It will be open to you, if you give notice of it. 

Mr. Irvive: I would like to question some manager more particularly on 
that some time. 

The CuHarrman: Are you finished with Mr. Wilson on this phase of the 
enquiry. As far as he is concerned, I think I might say that we are finished 
with him. 


Witness retired. 


The CHairMAN: Shall we go on with the question of interlocking direc- 
torates to-night, or do you want to postpone it until a later date. 

Mr. Power: I am through with all the general managers on this phase 
of my motion. There are different matters, however, which have not been 
brought before the committee but which will, doubtless, be brought up under 
different sections of the Bill and then some bankers will be here I suppose. 

The CHAIRMAN: They are all available. JI understand they will make it 
their business to be available. 

Mr. Power: Well, let it go at that and adjourn to-day and resume next 
week. Personally I do not think we can get anywhere on interlocking direc- 
torates with Mr. Dodds or with any of the general managers. 

The CHatRMAN: I understand Mr. Power has it in mind to ask for certain 
other witnesses on that phase. However, I am advised that Mr. Dodds and 
Mr. Wilson are here to speak to the point and that they have prepared a brief 
in that connection. If it is the wish of the committee we could hear Mr. Dodds 
on that point to-night. I think probably we could finish with him and possibly 
after that hear from Mr. Wilson. I do not suppose we could finish the enquiry 
to-night. 

Mr. Power: So far as I am concerned, they can file their briefs and we 
will be able to question other witnesses. 


The CuHatrMan: All right. Let Mr. Dodds hand in his brief and it will 
be included in to-day’s proceedings and, if we require him to come back for 
cross-examination on anything arising out of it, he will be available. 


Mr. Power: Has Mr. Wilson a brief also. 
The CHairMAN: No, he has not one prepared. 


Brief filed by Jackson Dodds, Esq., with reference to paragraph one of 
Mr. Power’s motion, viz:— 


The interlocking of directorates as between Banks, Trust Companies, 
Insurance Companies and important industrial concerns, and the effect 
of such interlocking directorates on the general, financial and economic 
condition of the country. 
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The word “ interlocking” as applied to directorates is frequently intended 
to suggest that there are sinister motives behind the election of certain men to 
more than one board. I prefer to think that the word is not used in that sense 
in Mr. Power’s Motion, and that Item No. 1 has been included with a view to 
bringing out useful information. 

It is unfortunate that there should be any apprehension on the part of the 
public in regard to partial duplications of directorates and the opportunity 
afforded to allay such apprehension is welcome in so far as the banks are 
concerned. ‘ 

The chartered banks are the depositories of savings of the public, totalling 
$1,355,000,000 in Canada. During what has been described as the greatest 
depression the world has ever experienced, we have seen below the border 
literally thousands of banks fail, with colossal losses to depositors, and finally 
the whole United States’ banking system lapse into a state of suspended anima- 
tion. During that unprecedented period not one Canadian bank closed its 
doors; their 3,900 branches opened for business as usual every business day, 
and not a single depositor experienced a moment’s delay in withdrawing any 
portion or all of his balance. 

As a General Manager, an employee of a Bank, I have no intention of giv- 
ing all the credit for this achievement to the directors, with whose selection 
General Managers have nothing to do—the 47,000 shareholders deciding that. 
The Bank Act as it stands, and which is presently before the House for its 
decennial revision, must be given its large share of the credit, and that need 
not rob the directors of their meed, nor the managements and staffs. 

It is a matter of primary importance to the four and a half million deposi- 
tors and the 400,000 borrowers that the banks should be under the direction of 
men of the highest standing in all respects. Indeed, if this fundamental were 
ignored a bank would not reach even the organization stage—it would be im- 
possible to raise the minimum amount of capital required to establish a bank, 
and if it were possible to do so the bank would not progress beyond the organiza- 
tion stage because the public would not entrust it with deposits, without which 
a bank could not function. 

In selecting directors from men of the highest standing, the shareholders 
of banks in Canada, as in England, choose those who have been successful in 
their own business and who will bring to the councils of the Board wisdom 
born of successful experience in various businesses and professions, which will 
be of value in directing policy. 

It is desirable, if not essential, that there shall be on a Bank Board men 
who represent and have association with the leading lines of business and 
industry in the country. Applications for loans come from individuals and 
corporations engaged in every industry, and it is therefore obviously helpful 
to have at least one person on the Board who has special knowledge of the 
business carried on by an applicant for large advances and the existing con- 
ditions relating to that business. 

We have ten million people in Canada and amongst them we have at least 
the average proportion of active minds and able men that would be found in 
any country,—possibly a higher percentage for reasons that an ethnologist could 
supply. Our institutions, whether financial, commercial, industrial or chari- 
table, invariably endeavour to avail themselves of the advice, assistance and 
influence of these men of standing, experience and varied contacts. 

It naturally follows that before such men are sought by shareholders to 
direct the affairs of Banks they may have already become directors of more 
than one corporation, such as Trust Companies, Insurance Companies and 
large industrial concerns. The reason why shareholders of a company ask 
a bank director to take a seat on their board is the same as that for which 
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shareholders of a bank ask a company director to join a bank’s board—hence 
the duplication. 

There are, however, successful men who also have been the architects of 
their own fortunes, men of character as well as of means, who are so immersed 
in their own affairs that they scarcely mingle with their fellows—commercial 
recluses, as the late George Hague described them, men who know a mere 
nothing of business affairs in general and are themselves unknown. Such men 
would be indifferent bank directors; and still more unsuitable would be the 
man who has not made a success of his own affairs, however well meaning, 
public spirited or respectable he might be. 

The custody of the savings of the public could not safely be entrusted to 
a bank with a board lacking the moral and practical essentials I have described. 

I have stressed two primary attributes of a bank director, and would like 
frankly to mention a third; he should be a man who can and will be helpful in 
influencing safe and profitable business to the bank. I have put this last because 
character and experience on the part of bank directors are of first importance. 

The directors of banks are therefore drawn from leaders in business and 
professions from coast to coast. Directors who live in distant parts of Canada, 
attend meetings less frequently, but their knowledge of the districts in which 
they live is at all times freely drawn on by the board. 

The value to a bank of the combined wisdom and wide experience of such 
a body of men is real and substantial, and it would be a serious loss to the 
country at large if the banks were debarred from availing themselves of the 
advice and assistance of those best able to give valuable advice and assistance. 
Undoubtedly the soundness of the banks as depositaries and their usefulness in 
serving the financial needs of the country at large depend in large measure 
upon their being free to bring together on the boards men of the type I have 
described. Any attempt by legislative enactment to prevent them from serving 
in such capacity would not be in the public interest; it would weaken our banking 
structure and be an unwarranted infringement of civil rights. I have no knowl- 
edge of any unmoral or unethical abuses having grown out of the custom in 
Canada and England of selecting bank directors from those best able to give 
valuable service, and am convinced that any evidence of a bank director bringing 
discredit on a Board or on an institution would be quickly noted by other 
members who are jealous of their reputation and standing, and appropriate 
action would follow with greater certainty and celerity than any legal process 
could provide. 

The CHarrMaN: On Tuesday we will hear Major C. H. Douglas for a 
period. If any member of the committee wants to call a specific witness, will 
he kindly let me have the name of such witness in the morning. We are having 
a meeting of the sub-committee to-morrow and we will consider the matter then. 


The committee adjourned at 6 p.m. to resume on Tuesday, 17th April, 1934, 
at 11 am. 


[Mr. Jackson Dodds] 
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Hovuss oF ComMoNns, 
April 17, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. R. B. Hanson in the Chair. 


The Cuatrman: Gentlemen, will you kindly come to order. Mr. Dodds 
has some statements he would like to file with the committee. 


Mr. Dopvps: Mr, Chairman and gentlemen, the committee desired to be 
furnished with a statement showing the difference, if any, between the rates of 
interest charged by the Bank of Montreal on loans to municipalities in eastern 
Canada and to municipalities in western Canada in the years 1930 to 1933 in- 
clusive. I am handing in that statement now; and, on behalf of Mr. Logan, 
the General Manager of The Canadian Bank of Commerce, I am handing in 
information required from that Bank. He furnishes the committee with copies 
of circulars and excerpts from letters issued by the head office of The Canadian 
Bank of Commerce to their different branch managers for the years 1927 to 
1929 with reference to loans. May I ask that copies of these be placed in the 
record. 


The CHatrMAN: They will be inserted in the record. 


Mr. Hackxerr: Mr. Chairman, acting as the spokesman of the sub-com- 
mittee, I move that Major C. H. Douglas be now heard by the committee. 


The CuatrMan: Is it the pleasure of the committee to hear Major Douglas? 
(Carried.) 


Major Douglas would you come to the platform, please. 


Major C. H. Dovetas, called. 


The CHarrMan: Gentlemen, Major Douglas is not a stranger to Ottawa, 
but it might be fitting that I should give just a brief introduction concerning 
him. Major Douglas is an engineer and an economist; he is a graduate of 
Cambridge University, and has had a rather distinguished career, in India, 
where he directed Westinghouse activities, and, in latter years, he has given 
some considerable time to the study and advance of economic theories. He has 
published several works including “ Economic Democracy,” “ Credit Power,” 
“The Control and Distribution of Credits,” “Social Credits,“ “ The Monopoly 
of Credit.” His theories have made considerable headway in England, where 
a group, including the Dean of Canterbury, representing the Church, the Marquis 
of Tavistock, representing the nobility, and, strange to say, several novelists, have 
taken up‘his theories. In the United States, his theories have been publicized 
by a new economic group in New York, and by a semi-monthly periodical called 
“New Democracy.” In Canada, he is said to have a substantial following 
in the Prairie Provinces, and it is out of deference to the views of this following, 
and their representatives in the House of Commons, that he has been invited to 
address you. 

Mr. ArtHurs: From what are you reading, Mr. Chairman? 


The CuatrMAN: This is a statement prepared by myself. I will now ask 
Major Douglas to proceed. 
[Major C. H. Douglas] 
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The Witness: Mr. Chairman and gentlemen of the Banking Committee 
of the Canadian House of Commons: I should like to express at once my 
appreciation to you for the compliment that you have paid me in asking me to 
appear before you, and to assure you at once that my single object in taking 
up your time, and in devoting my own time, to the matter is to be of assistance 
to you in solving what, I think, we all agree is a difficult problem. Now, there 
is in regard to this matter a very insistent demand for a plan—a demand with 
which I am quite familiar—and I will relieve your anxiety by saying that I 
do propose to put something that may be called a plan before you for your con- 
sideration, not necessarily in a final form as it would be applicable to Canada, 
but I should like, before doing that, with your indulgence, to put before you a 

picture of the situation as I see it at the present time. Because, if that picture 
is an incorrect picture then, of course, any deductions which I, or anyone else, 
may draw from it are likely also to be incorrect. 

Now, first of all, I should like to draw attention to eight major symptoms 
or defects in the existing financial system. These symptoms, I would emphasize, 
are symptoms and not the disease itself; and, because they are symptoms, they 
are more easily apprehended by the ordinary observer than the actual nature 
of the disease. It is always easier to see the spots on the smallpox patient 
than to know whether he has smallpox or chickenpox. 


The first of these is surplus unpurchasable production. Now, surplus 
unpurchasable production does not, and cannot, mean production which nobody 
wants, because it would be very difficult to find in the world at the present 
time any production which nobody wants; but there is a very large amount 
of actual production which nobody can buy,—which is an entirely different 
matter. So that surplus unpurchasable production can be translated into goods 
in excess of purchasing power. 


The second feature is the consequent unemployment which arises out of 
that situation, since, if we have already a surplus of unpurchasable production 
we cannot profitably, in the orthodox sense of the word, produce any more. 
Consequent unemployment, however, can, from one particular viewpoint, be 
translated into the words “surplus production capacity” because unemployed 
workmen are workmen who are not producing things which could be produced 
if they were workmen. 


The third symptom is consequent poverty—poverty resulting out of the 
consequent unemployment that we have just been discussing. Now, that poverty 
is not really the result of unemployment; it can be much more correctly trans- 
lated as lack of purchasing power accompanied by economic need, which is quite 
a different thing to poverty in the real sense. 

The fourth symptom is redundant industrial machinery and plant, and that 
again can be translated into surplus productive capacity in relation to purchas- 
ing power available. It does not mean that the plant is redundant considered 
from a realistic point of view, that people do not require the goods which those 
machines produce; it means that they cannot buy the goods the machines could 
produce; therefore it is surplus production capacity in relation to purchasing 
power. 

Feature number five is consequent cutthroat competition to sell, That is 
to say, translated into a phrase, to interchange goods for purchasing power. That 
is exactly what selling means. 

Feature number six: the disappearance of industrial profits, and these are 
expressed in purchasing power. 

Seven: Consequent business and the industrial depression and failure, bank- 
ruptcies, etc., which mean a failure to acquire by the process of industry sufficient 
purchasing power to carry on. 
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Eight: Export competition—increasing competition for foreign export 
markets to offset the failure of the home markets; and that can be translated 
into pressure to export real values for purchasing power, and the consequence 
of that, is international friction, threatening, and ultimately leading to, war. 


Now, those symptoms of the working of the existing financial system— 
because we must remember that anything that happens at the present time which 
can be connected at all with finance—and I think you wil! find that as a result 
of the translations I have given you that purchasing power, which is what finance 
1s, appears in every one—anything which can be connected with finance at the 
present time is connected with the existing financial system. The virtues, or 
the vices, or defects, of any alternative in connection with the financial system 
are, no doubt, very interesting; but they have nothing whatever to do at the 
present time with the actual state of affairs which exists. If it is the financial 
system which is responsible for these things, it is the existing financial system 
which is under discussion and at the bar of public opinion, and not the proposals 
of somebody else in regard to changes in the financial system. I think that is 
an important matter to recognize. 

Taking these things in order: first of all I should like to ask you a question 
which, no doubt, you will allow me to answer for you, and that is, are these facts 
admitted? It is very desirable—in fact it is very necessary at the present time 
in regard to this matter to keep it from becoming a completely circular argu- 
ment. I noticed with the greatest interest and attention in reading the reports 
of the evidence before this committee that many banking authorities have been 
discussing and denying questions which have been decided, for all practical pur- 
poses, for at least, ten or twelve years. For instance, do banks create purchasing 
power—that is to say credit money, or not? Now, it is quite obvious that one can 
go on indefinitely —if one man says black and another man says white and nobody 
decides that the argument has now come to an end—one can go on discussing that 
sort of thing forever. The first thing to do is to get the premises admitted with- 
out any discussion of this kind in order that something practical may come out 
of the discussion; and I feel sure that the whole of this committee, and everybody 
concerned, is really concerned to achieve a practical result and not to carry 
on a debating society. 

So that the first question to decide in regard to what I have said is, are those 
facts, those symptoms, the existence of those symptoms, admitted? Now, I do 
not think that it is possible to obtain a denial of the existence of opinion on 
these symptoms from any responsible person at all; but, if it exists, I think, if 
I might be permitted to advise the committee in this matter, they should get a 
definite statement as to whether or not it is denied that those symptoms exist, and 
that if that denial is not made it should be assumed, and finally assumed, that 
they do exist, and that that part of the subject may be left. 

Then the second question which it is reasonable to ask in regard to this 
matter is: is this condition of affairs satisfactory? Do we regard the existence 
of these symptoms as being a normal, inevitable and satisfactory state of affairs 
in the world at the present time? Now, I think the answer to that has to be 
qualified by a consideration of another fact which, also, I think, wants establish- 
ing—it ought to be established as a fact or as not a fact—and that is that during 
the past decade or so something like seventy-five, or eighty, per cent of the 
world’s assets in what, at any rate, we might call the westernized world, have 
come into direct or indirect possession of the banking and insurance system 
through liens. While those symptoms have been an obvious growth, something 
like seventy-five to eighty per cent—the exact figure can be established and 
wants establishing—of the assets of the world have come into either direct or 
indirect possession through liens which are a part of the banking and insurance 
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system. So that when we ask for an answer to the question: is this condition 
of affairs satisfactory? I think it can be seen at once that it depends on to 
whom it is satisfactory. 

There are three possible factors in the matter—there may be more, but we 
will take them as three—first, the banks; is it satisfactory to the banks? Well, 
I cannot answer for the banks; but I should say that they would be very much 
less than human if they did not regard it as extremely satisfactory. Any organ- 
ization or arrangement which brings seventy-five or eighty per cent of the assets 
of the world into the possession of one set of institutions, I think, might reason- 
ably be assumed to be quite satisfactory to those institutions. That is a fact 
which, of course, has to be borne in mind. 

The second is: is that satisfactory to the governments of the world? I 
cannot answer for them, though I think they are being pressed in various ways 
to make a statement in regard to the matter whether they are associated with 
the banking system or whether they are dissociated from the banking system. 
If they are dissociated from the banking system then it is not, of course, satis- 
factory to them. 

The third is: is it satisfactory to the public? I cannot, of course, answer 
for the public, except as an observer of, perhaps, a fairly wide public in this 
country, and in Australia and New Zealand, in Europe, and in Great Britain; 
but I have no hesitation whatever in reporting to you, as an observer, that it is 
highly unsatisfactory to the public, and that the public is becoming increasingly 
restive in regard to it. 

Now, if that is the case, you will see that the demand for a plan does not 
come from the public. The public is not interested in plans; it is simply interested 
in results. What the public wants at the present time is to get hold of some 
of the goods which exist, or are potentially available, and which it does not get 
at the present time. Therefore, in any realistic sense of the word the putting 
forward of a plan in connection with this matter must really include—what 
international lawyers call sanctions—powers for the achievement of the plan 
as well as some sort of an idea as to how the thing would work when it was 
achieved. I do not think that it is really a practicable plan, for instance, to 
put forward a final detailed scheme, with all the i’s dotted and the t’s crossed, 
to the banking and financial system, and say, may we appeal to your better 
nature to put this plan into operation? It would be very pleasant to believe 
that that would be a satisfactory method of proceeding, but I have some doubts 
as to whether it would be really effective. I feel sure that the plan would be 
received pleasantly and courteously, because my acquaintance with bankers is 
that they are just ordinary human people, and they want to be pleasant, if they 
possibly can—and, as individuals, many of them are very charming people, and 
I like them—but, so far as the action which will be taken is concerned, I think 
they would say, “Thank you very much; we will file that for future reference. 
Now, will you kindly produce another plan?” And I feel sure that the production 
of plans which could be filed for future reference could go on for a considerable 
period of time. So that, in order to produce effective results, any plan must 
have in it the seeds of the thing which will make that plan effective. 

I believe it is possible to apply to this Banking situation some general 
propositions, and there are certain general propositions in regard to the achieve- 
ment of a plan which requires to attain in itself the sanctions which will make 
it effective, which is something like this: First of all, you must have an object— 
and I should like you particularly to observe the order, which is the accepted 
order, in regard to these matters for the achievement of the result. First of alll, 
IT say you must have an object. Secondly, you must go into considerations 
vhich affect the attainment of the object. Thirdly, you must consider the 
sourses open to both sides when you are endeavouring to attain an object which 
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will be resisted. And I have been trying to make it clear that, without going 
too deeply at all into the matter, there are ordinary every day common sense 
reasons why any change from the generally accepted existing financial system 
will be resisted by those who are in control of the existing financial system; 
they have no fundamental cause of complaint in regard to that system; it is 
working very well in regard to them, so that you must realize that you will 
have to overcome resistance of a very formidable character. 

In consequence you have to consider the courses which are open to 
both sides of the argument so that you may frame your plans effectively to 
overcome that resistance. And finally, fourth—not first—you must have the 
plan. The plan is the last of those four things you have to consider, 

In regard to this matter, if you will look at the problem realistically—as I 
feel sure the members of this committee will—you will realize that it is absurd 
to suppose that any final plan can be put over at one fell swoop, as you might 
say, or once and for all, except under conditions of great difficulty. The matter 
has to be approached in the way as the maxim laid down by that great strategist 
of the last war, Marshal Foch, and that is the strategy of the limited objective, 
and quite obviously you want to move in the direction that you want to go, and 
you want to have every advance leave you in the position of advantage to move 
still further. 

That is the general proposition. It is possible, I think, to proceed with this 
matter along those lines. You can say the first thing that is required, if possible, 
is to get an admission from the financial system, or those who speak for the 
financial system, that the satisfactoriness of its operation is entirely confined to 
those who are beneficiaries of the financial system itself. And, if possible, an 
admission of willingness to retrace the evil of their ways so that other people 
may benefit also. Well, I do not think myself that is a practical proposition, 
that is, a very good one; I do not think that you are at all likely to get that 
admission. There are no signs, in the past few years, of any willingness on the 
part of those who speak for the financial system to admit that there is anything 
wrong with the financial system. They will admit that certain administrators 
of the financial system have made mistakes, and they will say “ That will be 
all right now, we will do better to-morrow, we will use the same system, although 
it has broken down in all sorts of ways with increasing frequency during the 
past one hundred years or so; we will use the same system, although breakdowns 
have been due to mistakes on the part of certain people, which we admit, but 
we do not admit any defect in the system.” 

So that we cannot accept that to be a satisfactory method of attacking the 
problem. But there are other methods, and one of those methods I would put 
before you for your discussion, which contains what we might call the first step 
of the possible plan, which is not a final plan, but puts you in a better position 
to proceed further, and also applies the principle of sanctions, I think, perhaps 
for the first time, to the existing financial system, that is to say, gives to the 
financial system, or those who speak for it, a reason which will appeal to them, 
I hope that they should consider these matters with a view to letting us negotiate 
about them. 

This is a plan—a tentative plan—which I put before the government of 
New Zealand. It was preceded by a certain amount of correspondence, which, 
broadly speaking, covered very much the same lines along which I have been 
speaking to you this morning:— 

I. From the enactment of these proposals no bank in New Zealand— 
You will, no doubt, be able to translate this into Canada for yourself:— 


—shall distribute a dividend either in or outside New Zealand in 
respect of operations carried on within the Dominion of more than six 
per cent (6%) per annum on the subscribed capital. 
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Six per cent per annum seems to be the generally accepted dividend which banks 
ought to pay. I do not know what meaning you can attach to word “ought” 
but that seems to be the agreed interest which is being arranged for all Central 
Banks; that is the dividend which is paid by the Bank of England, and I believe, 
subject to your correction, it is the proposed dividend of the Bank of Canada: 


II. No bank shall increase its capital in such a manner as to affect 
the gross amount of dividend distributed in respect to business carried on 
in New Zealand, except with the consent, and through the agency, of a 
legal enactment of the Dominion Legislature. Within three months from 
the enactment of these proposals, every bank operating in New Zealand 
shall make an exact return of its assets, specifying in particular all 
stocks, shares and debentures purchased by the bank, the prices paid, and 
the prices at which such stocks, shares and debentures are held on the 
books of the bank for the purpose of the annual balance sheet. 

The same procedure shall be adopted in regard to all real estate, 
buildings, and all immovable property, together with furniture, fittings 
and appliances in the banks’ ownership. Such statement shall include a 
sworn valuation of the current market value of all such assets at the 


date of the return, such valuation to be made by an independent surveyor 
or valuer. 


III. Where it is found that the figure at which such assets are held 
on the books of the bank for balance sheet purposes is lower than the 
market value as obtained by the sworn valuation, an amount equal to 
such difference shall be transferred to an account to be known as Suspense 
Account No. 1. Where the bank in question operates in other countries 
than New Zealand, a complete return shall be rendered and a proportion- 
ate allowance for external business shall be made. 


IV. All profits earned by the bank from any source over and above 
the amount necessary to pay a dividend of six per cent shall be trans- 
ferred to an account to be known as Suspense Account No. 2. 


V. Six months from the enactment of these proposals an amount equal 
to fifty per cent of the amount standing to the credit of Suspense Account: 
No. 1 shall be applied to a reduction of the overdrafts debited to the 
customers of the bank, such appropriations being made pro rata on the 

’ basis of the average overdraft of the banks’ customers for a period of 
three years preceding the date of the enactment of these proposals, and 
such appropriation of half the balance of this Account shall be made 
annually thereafter. 


VI. One month after the publication of the annual balance sheet of 
any bank, an amount equal to seventy-five per cent (75%) of the amount 
standing to the credit of Suspense Account No. 2 shall be applied to the 
reduction, or reimbursement, of interest paid on overdrafts by the banks’ 
customers, such reduction or reimbursement being made upon the same 
pro rata basis as that laid down in paragraph V. 


VII. A similar procedure to that laid down in the preceding para- 
graphs shall be applied to the accounts and assets of all insurance com- 
panies operating in the Dominion, with the exception that the funds 
required for (insurance) Suspense Account No. 1 shall be provided by 
discounting or rediscounting the disclosed reserve with the New Zealand 
Reserve Bank, and that the disposition of the funds so provided shall be 
as in the following paragraph:— 

Fifty per cent (50%) of the amount to be credit of (insurance) 
Suspense Account No. 1 shall be applied annually to pay for preference 
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shares or debenture stocks applied for by any natural born New Zealand 
subject over twenty-one years of age, to the extent that applications for 
shares to be paid for by this fund can be met. Such shares shall be 
allotted prorata to the applicants without charge, and shall be registered 
as non-transferable and as not good security for loans. On the death of 
a holder, or his permanent residence outside the Dominion, such shares 
shall be cancelled. 


VIII. (Insurance) Suspense Account No. 2 shall be retained as a 
Dividend Equalization Fund to ensure that the dividend on all preference 
and debenture stocks allotted under the preceding clause shall receive a 
dividend at the agreed rates. Should this fund increase at a rate exceed- 
ing five per cent (5%) per annum such excess shall be allotted to a 
pro rata increase in the dividend on such shares as have been subscribed 
for under Clause No. VII. 


IX. These proposals are intended for consideration in the light of the 
correspondence which precedes and accompanies them. 


I propose, of course, to file a copy of that with the Chairman. I should 
like to explain certain features of it for your general consideration. Perhaps 
the best way that I can explain it is by explaining to you what happens when 
a public issue of the best class of gilt edge stock takes place at the present time. 
Let us take it outside Canada, take it to England, what the public do in England: 
You will always find no matter what the depression in the country is—and gen- 
erally the greater the depression the more it is true—that when such an issue is 
made it is always over-subscribed two or three times in the first few minutes, 
and people who do not understand what is going on say, ‘““‘What a lot of money 
the public must have.” The great majority of these debentures and preference 
shares are acquired either by the Bank of England, joint stock banks, or Insur- 
ance Companies, for nothing. They are acquired by the simple process of writing 
a cheque for the amount of the shares. It is proposed, of course, to honour 
the cheque, which is upon themselves, which only requires the transfer of 
figures from one book to another. The result of that is to put into operation the 
machinery which has frequently been described, which says that the amount of 
money in a country varies only from two causes. The first of these causes is, 
that every bank loan creates a deposit, and the repayment of every bank loan 
destroys a deposit; and the purchase of securities by a bank creates a deposit, 
and the sale of a security by a bank destroys a deposit. So that when a bank 
applies for a large issue of, let us say four per cent Central Electricity stock 
which is, I suppose, about the most gilt edge stock which has been issued in 
England for some time, it gets, as the banks and insurance companies did get, 
practically most of that stock, and it pays for that stock by the creation of new 
money which the public gets, and which is taken back from the public when the 
public has received it through the agency of wages and salaries which have been 
paid out by the Central Electricity Board. The Central Electricity Board gets 
the money in the first place. They pay it out partly as wages and salary, and 
it goes back again for cancellation through the price system; but the shares 
are acquired (by a process of writing a cheque on a piece of paper) for 
nothing, and so long as they are in the possession of these financial institutions 
they draw four per cent, if that is the rate of interest, and when they are sold 
by that financial institution, the sale of them destroys a deposit. 

Now, what is proposed as part of this, perhaps the first part which may be 
expressed as a sanction in this matter, is merely to let the general public get the 
shares for nothing rather than the bank get the shares for nothing. It is to be 
left, I think, to the general public as to whether they would prefer to have the 
shares for nothing or whether they would prefer to let the banks have the shares 
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for nothing. There is no disguising the fact that there is such an alteration at 
the present time, and that is perhaps the less obvious of the meaning which can 
be attached to one part of these proposals. 

I think perhaps I have given you enough to enable you to proceed to ques- 
tion me. 


The CHAIRMAN: Gentlemen, “the field” is wide open, there are no 
“favorites.” 


By Mr. Hackett: 


Q. Major Douglas, the concluding statement which you have made indicates, 
that in a series of transactions which you have outlined somebody—the banks or 
the public—get something for nothing; do you answer Yes?—A. With qualifica- 
tions. 

Q. Yes. Then the basis of your theory is that somebody shall get something 
for nothing?—A. No, I should dissent from that. 

Q. You dissent from that?—A. Yes. 

Q. Well, I understood you to say, that the public should decide whether the 
banks would get something for nothing or the public would get something for 
nothing; did you say that?—A. Will you allow me to explain to you the mean- 
ing of what I said. 

Q. Yes, but before you do that I wish you would answer the question?—A. 
Would you like me to explain to you what is involved? 

Q. Very much, but I would like you to say whether you did say that the 
public should determine whether the banks would get something for nothing or 
whether the public would get something for nothing?—-A. Would you like me to 
explain to you just what is involved? 

Q. Yes, very much.—A. What is involved is simply the question of who 
has the power to monetize real wealth. At the present time the power to monetize 
all real wealth is admitted to be in the sole possession of the financial system. 
I am suggesting that that power to monetize real wealth be at any rate shared 
with the general public. 

Q. I again come back to my question: I understood you to say that some- 
body should determine whether the banks should get something or nothing or 
whether the public should get something or nothing, and I ask you did you or 
did you not make that statement?—A. Would you like me to elaborate still 
further? 

Q. No, I would like you to answer the question?—A. I have answered it. 

Q. I would like you to answer the question, Major Douglas. If you do not 
care to, we will drop it?—-A. I say distinctly at the present time, that the banks 
do get something for nothing. 

Q. Yes, that is the basis. Then you predicate your theory on the assump- 
tion, or belief, that the banks do get something for nothing?—A. I should repeat 
that statement with the greatest pleasure. 

Q. Yes, we are in agreement?—A. Oh, yes. 

Q. Now, what do the banks get for nothing?—A. They get the liens repre- 
sented by the bonds for which they subscribe by cheque upon themselves; they 
get the liens on those bonds by merely writing a cheque upon themselves; all 
that they give in return for that is a cheque which has no value whatever, unless 
the deposit account to which it goes is drawn upon by the recipient of that cheque 
and used to obtain goods and services from the general public. The cheque 
which the bank in such a case writes upon itself is, in itself, nothing but a piece 
of paper with ink upon it; but, when it is paid to the account of somebody who 
has a bank account as, let us say for instance, the Central Electricity Board— 
those who work for the Central Electricity Board and are willing to exchange 
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their goods and services for the deposit which is created in that way, as a result 
of that—the banks get a lien upon that work for nothing except the writing of 
the cheque in the first place. 

Q. Then it is your view that when a bank—and I do not think that banks 
are in the habit here of writing cheques for large blocks of industrial stocks; but 
if a bank did write its cheque, it is your view that it is issuing a worthless docu- 
ment by reason of some prerogative which the legislature has vested in the bank? 
—A. On the contrary, what I am saying is that the worth of that document 
which it issues proceeds not from the bank but from those who are willing to 
deliver goods and services in return for that document. 

Q. Do you consider that the bank’s credit is entirely disassociated from 
money and wealth? Do you consider that the bank pays nothing for its credit? 
—A. The actual cost to the bank is the cost of maintaming its buildings, and 
staff, and so forth, and its buildings and staff are paid for in money, the thing 
that we call money. Now then, perhaps the greatest achievement of the first 
Maemillan report in England is, I think, to put beyond all question of doubt 
as to where money comes from. Money comes from the creation of money by 
the banks, therefore, when the banks pay their own servants for their services 
they are paying those services in money which is ultimately created by them- 
selves. 

Q. Is it to your knowledge that the banks receive deposits?—A. I think I 
might say it was to my knowledge, yes. 

Q. And on some of those deposits—I am speaking now of Canadian banks— 
they pay interest, and is it to your knowledge that there is a very definite rela- 
tionship between what you call the bank’s extension of credit and its investments 
on the one hand and its deposits on the other?—A. That is true of an individual 
bank, but it is not true of the banking system. 

Q. Again I am talking to you exclusively of Canadian Banks, because it is 
the banking legislation of Canada that alone is under review at the moment; are 
you familiar with the relationship between total deposits in Canadian banks and 
total investments by Canadian bankers and total extensions of credit by Canadian 
bankers?—A. Well, I feel sure from what you have been saying, sir, that you 
may recognize that that is in the nature of a circular question. 

Q. My dear sir, it is not a circular question. I have merely asked you if 
you are familiar with the relationship between total deposits in Canadian banks 
and total investments by Canadian banks and total loans by Canadian banks, 
and the answer is, I suggest to you, yes or no?—A. No no, the answer is nothing 
like that. There is no fixed relationship between those things. The only fixed 
relationship is between the amount of legal tender and the total amount of loans 
and deposits. 

Q. But, Major Douglas, I fear you have not understood my question— 
A. Oh yes, I think so. 

Q. It is this, do you know the total amount of deposits in Canadian banks? 
--.A. You mean the actual figures? 

Q. Yes—A. No. 

Q. Do you know the amount of total investment of Canadian banks in 
securities? A. The total investment of Canadian banks in securities? | 

Q. Yes—A. Do you mean the figures at which those investments are 
carried in their assets, or what was acutally paid for them in the first place? 

Q. Take it either way you please—-A. Well, there is a very definite 
difference. 

Q. Then give us the difference—A. Well, the difference is the difference 
between the figures at which they are carried in their balance sheets, which 
only their auditors know, and the amounts of the cheques which they originally 
paid over for the securities. 
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Q. With all deference, may I suggest that I have been unsuccessful in 
bringing to you my question in its entire simplicity. Do you know the actual 
amount which Canadian banks have actually invested in securities?—A. Well, 
if you will tell me, I would know. I mean, that should be the simplest way. 

Q. Then am I to interpret your answer as meaning that you do not know? 
—A. It is quite irrelevant to my case. 

Q. That may be, but it is not irrelevant to mine. Do you know the 
amount that Canadian banks have actually invested in securities?—A. No, but 
I should like to, will you tell me? 

Q. Very shortly. So then you do not know the total amount of deposits 
in Canadian banks?—A. No. 

Q. You do not know the total amount of investments by Canadian banks 
in securities, you have told us that.—A. I am asking you to find out by means— 

Q. Just a moment, when I suggest a plan I may be able to give the informa- 
tion, but in the meantime I am trying to find out, if I can, the facts upon which 
you base your suggestion for a plan. Next, do you know what is the average 
extension of credit by the banks, or the aggregate of bank loans to customers 
at the present time?—A. I do not. 

Q. Well then, if you do not know any of these three elements how can you 
say that there is not a close relationship between them?—A. Simply because 
I know, I think quite intimately, the methods by which the deposits and the 
loans are increased, and that is not a relationship which is changed by the 
difference between the amounts of the deposits and loans. 

Q. I am going to give you a little information: between the total deposits 
in Canadian banks on which the banks pay and do not pay interest on the 
one hand, and their investments and total extensions of credit or loans on the 
other, there is an intimate and consistent relationship, they are nearly equal. 
Does that astonish you?—A. I should like you to repeat that, if you should 
be so kind; it is a most interesting piece of information. 

Q. Possibly the reporter will repeat the question. (Reporter repeats ques- 
tion.) —A. Might I ask, why you lump together deposits on which the banks 
pay interest and investments on which they receive interest. 

Q. Yes——A. You lump those on one side of the balance sheet? 

Q. Yes—A. Might I ask why? 

Q. Yes.—A. One is presumably a liability, the other is an asset. 

Q. As I said a moment ago, it depends at which angle you stand, that is 
the answer. I would like to take you a step further, if there is a constant 
relationship between the eredit that the banks extend and their investments 
and the deposits, do you think that one can justify the statement that credit 
is extended without cost and is a mere whim or the result of a particular pre- 
rogative conferred upon the banks by the legislature?—-A. The answer to the 
last part is that it is a question of fact, and there is no question at all about the 
fact that the power of monetizing real wealth is not necessarily conferred upon 
the banks by the legislature, because I should say it was very doubtful whether 
it was, but it is assumed by the banks, and I think the shortest answer to the 
point that I think you are endeavouring to make is, where did the original 
money come from which formed these deposits and bought the securities, Where 
did it come from? 

Q. That is another question and I want to leave that there for the moment, 
because I think we have gone far enough to establish that credit when ex- 
tended is the putting forth of a commodity which the banks have had to buy at 
a price——A. From whom did they buy it. 

Q. They have their deposits on which they are paying interest——A. Where 
did the deposits come from, in the first place? 

Q. I must ask you to excuse me from going any further. I am trying to 
establish my point against your assertion that credit costs the banks nothing, 
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because you will remember you were trying to find out whether the banks were 
going to continue to get something for nothing, and I am endeavouring to show 
you that this credit was not got for nothing by the banks?—A. I think not. The 
thing which, on your own showing, the banks pay for a deposit is money. If it 
is admitted as true by all authorities that, at any rate, the major portion of 
money is actually created by the banks, then it certainly follows that even if 
the banks are paying money for the use of deposits they are paying money which 
they themselves create? 

Q. That is another proposition which I do not intend to discuss at the 
moment. I would like to know if you are the originator of the theory which you 
have propounded this morning?—A. I have not been engaged in propounding any 
theory; I have been engaged in surveying facts. 

Q. Facts which we have found did not exist?—A. Now, that is. very im- 
portant— 

Q. Just a moment— —A. Do they exist or do they not? 

Q. Just a moment. You made assertions concerning the Canadian banking 
system, and you have admitted to us that the three elements upon which that 
assertion was based were beyond your knowledge—that is, the amount of the 
deposits in Canadian banks, the amount of the investment by Canadian banks, 
and the amount of the credit extended by Canadian banks?—A. The only 
relevance of the statement is the assumption that the Canadian banking system 
is different from the other banking systems. 

Q. We will let that stand. I noticed that this morning you took us away 
to New Zealand, before a Canadian banking committee. I notice that when 
you were before the Canadian banking committee eleven years ago you took 
them to another country. When giving your testimony in England before the 
Macmillan committee you referred to conditions here?—A. Pardon me. I think 
the only reference I made to Canada, speaking from memory, was that I 
described certain evidence I had given before the Canadian banking committee. 

Q. Quite right. I would like to know now whether this system by which 
somebody is to get something for nothing—A. Somebody other than the banks? 

Q. By which somebody is to get something for nothing, has ever been 
introduced in any country?—A. Well, obviously, it is having a hard passage, for 
reasons which I have endeavoured to explain. 

Q. Oh, yes, you told us that the beneficiaries under the present system were 
the bankers, and that they were, naturally, opposed to any innovation. I know 
that. But I am asking you whether your system has ever been introduced in any 
country, and whether it has ever been subjected to the test of experience?—A. 
Well, I should have two things to say about that. I should dissent from the use 
of the word “system” in that relationship. 

Q. What will you call it? 

The CHairMAN: He called it “plan.” 


The Wrrness: Plan. 


By Mr. Hackett: 

Q. What is the difference between a plan and a system?—A. We will not 
quarrel about that. 

Q. I think we had better not?—A. The answer to the second part of that is 
that I think there are two instances of where actual action has been taken based 
upon what you might call, if you like, my idea. The first of these was for a 
very limited period of time, and was referred to in my previous evidence—I 
think it was in Austria in 1923. That only lasted for about three months, and 
during that time Austria was extremely prosperous, which was followed— 

Q. Followed by bankruptcy, was it not?—A. It was followed by many 
things, not due to— 
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Q. But culminating in bankruptcy?—A. No, on the contrary— 

Q. Just a moment. 

Mr. Mercter (St. Henri): Let him answer. 

Mr. Hacxerr: Just a moment. My friend Mr. Mercier will soon have an 
opportunity. to ask questions. 

Mr. Mercier: There is so much hesitation that we do not understand. 


By Mr. Hackett: 

Q. In the meantime, I want to know whether or not Austria, as a country, 
became a defaulter about eleven years ago?—A. Not as the result of the opera- 
tion— 

Q. We are not going into that. I am asking you whether or not Austria, 
about eleven years ago, became a bankrupt country?—A. She was made bank- 
rupt by the League of Nations. 

Q. Yes. That was shortly after your system had been applied to its fin- 
ances?—A. My system was not applied to its finances. 

Q. You have told us that—not your system, but your plan was applied to 
Austria?—A. One feature, with great success. Now, may I finally answer the 
second part of your question? There has been a second use of these ideas and it 
is going on at the present time. 

Q. Where?—A. Japan. 

Mr. Bowman: What is the second feature? 

The Witness: The feature is not one I should recommend, but it is un- 
doubtedly, based on my ideas, and that is the use of the national credit to sell 
exports below cost and thus capture external markets, and the result has been 
so remarkable that the increase of Japanese exports has been fifty per cent in 
the last year. 

The CHarrMAN: With the demoralization of world trade. 

Mr. MacMutuan (Saskatoon): And the wage earner gets a cent and a half 
for making a pair of boots. 

The Witness: That, of course, is the orthodox answer to the phenomenal 
advance in Japanese trade—that it is due to very small wages paid to Japanese 
labour. Would you like that? 


By Mr. Hackett: 


Q. No. I would like to ask you this question. You have said that some 
features of your plan are being applied at the present time in Japan?—A. Not 
as I should recommend them in Canada. 

Q. Those features which are in application result in the selling of goods by 
Japanese producers for less than cost; is that what you said?—A. Financially. 

Q. So that if a case of Japanese goods cost in terms of Canadian money 
$100, the application of some phases of your plan enables the Japanese to sell 
those goods for $50 or $60?—A. The idea is broadly that. 

Q. Now, if a case of Japanese goods cost $100 and the Japanese producer 
sells them for $50, who makes up to the Japanese producer the $50 that he does 
not get back when he sells his goods? -A. The $50 is created by monetizing the 
real wealth of Japan in exactly the same way the banking system monetizes the 
real wealth of Canada, when it issues a loan against a mortgage. 

Q. Let us get on with the Japanese. 


The CHarrMAN: In other words the tax payer pays the shot. 
The Witness: On the contrary, the tax payer does not pay it. 


By Mr. Hackett: 
_  Q. Somebody gives the Japanese producer the $50 which he has lost in sell- 
ing for $50 goods which had cost him $100 to produce?—A. Fifty new dollars, 
of which the real wealth already exists, are monetized and paid out. 
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Q. Could we say, in a homely way, that somebody—and we will inquire in 
a moment who it is—gives to the Japanese producer the $50 which he lost ia 
selling for $50 goods which had cost him $100 to produce?—A. Nobody gives 
it to him; they are created on his behalf. 

Q. They are created? You are using the word “create”, I suppose, in the 
biblical sense; that is, bringing something out of nothing, is that it?—A. Would 
you allow me to read— 

Q. Just a moment. I will allow you to read anything; but I want you to 
tell me if you are using the term “create” in the sense that something is brought 
into existence out of nothing?—A. Will you allow me to answer that— 

Mr. Mackrnziz (Vancouver Centre): I object to the method of cross- 
examination. We have had several witnesses before this committee since we 
commenced and every single witness was given absolute freedom to read or quote 
any statement in support of his stand. 

Mr. Hacxerr: Mr. Chairman, I do not wish to prevent Major Douglas mak- 
ing the most exhaustive and satisfactory, to himself, answer; but I have asked 
him whether a term he is using—the word “‘create’”—has a definite significance, 
and it should be helpful to him, as well as to the committee, to know the meaning 
that he reads into the word “‘create”. Does he mean the bringing into existence 
of something out of nothing? 

The Witness: Will you allow me to answer in the words of an author? The 
author is the Encyclopedia Britannica, 14th edition: “Banks lend money by 
creating the means of payment out of nothing.” That is the first. 


By Mr. Hackett: 

Q. That is an opinion written by whom?—A. The Encyclopedia Britannica. 

Q. Oh, no, the Encyclopedia Britannica does not write opinions. Did you 
write the opinion?—A. I did not. Here is a further opinion, accepted throughout 
all the banking world—H. D. McLeod on the “Theory and Practice of Bank- 
ing:—‘“It is commonly supposed that the banker’s profit consists in the differ- 
ence between the interest he pays for the money he borrows and the interest he 
charges for the money he lends. The fact is that the banker’s profits consist 
exclusively in the profits he can make by creating and issuing credit in excess 
of the liquid assets he holds in reserve, and in exchange for debts payable at a 
future time.” So that that is the sense which I attach to the word “create.” 


Mr. Bowman: That is not an answer to the question. 


By Mr. Hackett: 

Q. Now, Major Douglas, after your excursion into the Encyclopedia Britan- 
nica, can you tell the committee whether you have used the term “create” to 
mean bringing something into existence from nothing?—A. In exactly the same 
sense as the Encyclopedia Britannica uses it. 

The CuarrmMan: What do you mean by the same sense? 


The Witness: Exactly the same sense. 


By Mr. Hackett: 

Q. So that when the Japanese producer has received, for the goods which it 
cost him $100 to produce, $50 from their sale, from some realm, out of chaos, 
he has got another $50, the paying of which has made nobody poorer?—A. Is it 
“out of chaos” when the banker creates it? I think that was suggested by 
some story— é : 

Q. Somebody has told a rather amusing story. But that is rather away 
from the point. I want to know if the $50 which goes to the Japanese producer 
to make him whole on the cost of his product costs anybody anything?—A. They 
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cost exactly the same, more or less, as if they were created by exactly the same 
process by a banker. 

The CuamrMAN: They are created out of the public credit? 

The Witness: They are created out of the public credit. 


By Mr. Hackeit: 


Q. They are created out of the public credit? Is public credit manna from 
on high, or is it a never-failing fountain from which compensation for goods 
may fall or flow?—A. Well, sir, if that is your definition, I should not agree. 

Q. You have found $50 somewhere to make good the $50 loss to the Japanese 
producer, and I want you to tell the committee from where that $50 comes 
A. It comes from the monetization of already existing real assets. 

Q. For instance, would the monetization of already existing assets mean a 
loan, guaranteed by a mortgage, a hypothec, or some kind of property that 
already exists?—A. Not unless you assume that the use or monetizing of real 
assets does not rest with the owner of the assets; it rests with a separate 
institution. 

Q. I do not wish to be led down a by-path. You have talked of the 
monetization of existing assets. They are a finite quantity?—A. They are a 
dynamic quantity. 

Q. Let us not bandy words; they are finite, a quantity with limits?—A. Yes. 

Q. Are national resources an infinite quantity which may not be exhausted? 
—-A. Over an infinite period of time, yes. 

Q. I thought that time was finite. However, we must not bandy words. 


Mr. Irvine: Do not bandy words like that. 


By Mr. Hackett: 


Q. I would like you to tell the committee where that $50 comes from; if 
it is ever going to be paid back to the source whence it came?—A. Do you 
mean paid back in the same sense that when a loan is repaid to a bank it is 
paid back? 

Q. I mean paid back in the sense that it has been given in payment to a 
merchant; and I want to know if the merchant is going to be, under your 
system, a beneficiary and nobody the poorer by conferring the benefit?—A. Well, 
in the form you have put it, I should say that under my system everybody 
would be the richer and nobody the poorer. 

Q. Under your system you do get something for nothing?—A. On the con- 
trary, you are enabled to use something which already exists, and which you 
are prevented from using by the lack of its monetization. 

Q. Is it not a fact that under the Japanese plan the state makes up to the 
Japanese producer the $50 which he has lost in selling goods for $50 less than 
the cost of production?—A. Yes. There is very little doubt of that. 

Q. So, then, the state is pouring into the pockets of its people money which 
it creates?—A. Yes, you might’ say that. 

? And it is irredeemable; and is not paid back?—A. No. I do not agree 
at all. 

Q. If you do not agree with that, how is it going to be paid back? When 
is it going to be paid back and by whom? 

The CHarrman: And in what form? 


The Wirness: It is paid back in a great many forms, but the first and 
most obvious way is through the agency of prices. That portion of it which is 
covered by prices goes back to Japan, goes back to the source from which it was 
created, and, on the principle that the repayment of every loan destroys a 
deposit, that portion of the money goes out of existence. ; 
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By Mr. Hackett: 

Q. Let us come back to the chap who had the goods, who produced the goods 
at a cost of $100. He sold them somewhere for $50, and the Japanese govern- 
ment gave him another $50 to make him whole on his cost of production— 

Mr, McGtisson: Who returned that $50 to the taxpayer? 

Mr. Hacxert: To the source whence it came? 

The Wirness: It was not—in order to answer the aside—it was not col- 
lected from the taxpayer in the first place, you understand that. 


By Mr. Hackett: 

Q. I am afraid I do not understand; that may be my misfortune?—A. You 
surely understand it is not necessary to tax the taxpayer in order to create 
credit. 

Q. I certainly understand it is not necessary to tax the oases in order 
to print fiat money—I understand it is not necessary to tax ‘anybody to issue 
paper with nothing in support of it?—A. Does a bank tax the taxpayer when 
it creates the money which it loans? 

Q. I thought, Major Douglas, I had convinced you that, at least, inasfar 
as Canada was concerned, your assertion was entirely erroneous. You have 
admitted that you yourself do not know the facts inasfar as Canada is con- 
cerned. I think we will do well to stick to Japan?—A. I do not agree in the 
least that the deposits in Canadian banks were not created by the well-known 
process which do create profits. They were created, most unquestionably, either 
by the extension of loans, or by the sale, or by the purchase, of securities from the 
public. 

Q. The savings of the people?—A. They came out of the original savings 
of the people. 

Mr. McGispon: Sometimes it came out of 6 inches of the soil. 


By Mr. Hackett: 

Q. There are a lot of people in the committee who wish to ask you ques- 
tions. I would like you to tell me where the $50 which goes to the Japanese 
to make up his loss on goods which cost him $100 and which he has sold for 
$50, comes from?—A. They come out of the general credit of the country. 

Q. And when are those $50 to be returned to the general credit of the 
country? 

The Cuarrman: Or are they ever? 

Mr. Irvine: The day after we pay our national debt. 

The CHAIRMAN: Then the answer is never. 

The Witness: Yes, I think Mr. Irvine made a perfectly good reply: so 
long as they remain outstanding they are the monetary equivalent of our 
existing national debt, and when they are paid baos the national debt is reduced 
by that amount. 

Mr. Suttivan: Do we pay interest on our ateaal debts? 

The Witness: Not necessarily. Do we get interest on those debts we have 
created? I think the answer is no. 


By Mr. Hackett: 

Q. Let us take an example which is a simple one and with which, I 
suppose, you are familiar. You mentioned Austria, and as an unhappy co- 
incidence Austria went bankrupt shortly after indulging in the practice of those 
theories. Let us take another example, France at the time of the revolution. 
You, undoubtedly, recall that a theory was evolved about 1790 by which 
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assignats were issued on the security of the national wealth. The people were 
told that as the state had recently appropriated the accumulations of centuries 
which had belonged to the Church, that there was abundant security for this 
paper money; you recall that?—A. I do. 

Q. And you recall that there were four hundred millions issued in the early 
spring of 1790 and in the late fall eight hundred millions more, and in the next 
year there were double that amount of assignats issued, and, ultimately, the 
number of assignats had increased to such an extent that the real value of the 
assignat disappeared. The currency, the paper money, that had been put out 
had absolutely no value, and France repudiated all its liabilities, and bankruptcy 
followed—A. There are a great many things to be said about that, and I 
shall be delighted to go into it at great length, if you like. The first thing to be 
said about it is, there was a very interesting description of what actually took 
place at that time in that well-known book called “Monarchy or Money Power” 
which, I think, puts the matter in a slightly different light, as one of many 
struggles against an existing banking system at that time; but what is more 
fundamental than that is, that there was no real general increase of wealth 
taking place at that time which, in any way, corresponded to the increase in pur- 
chasing ‘power. The fundamental difference between the situation which was 
in existence at that time and the situation which we have at the present time is, 
that our rate of production of wealth is now thirty or forty times what it was at 
that time, and, therefore, our rate of production of purchasing power ought, at any 
rate, to be very much greater than it was then, and that is the fundamental 
difference. Quite obviously, if you have a large number of tickets—as no doubt 
was the case of the assignats—in existence for which there is no equivalent real 
wealth which can be exchanged for them, then those assignats, or those tickets, 
whatever you like to call them, are nothing but tickets; but if you have at the 
present time—as you also must unquestionably have—a very large amount of 
wealth for which there are no tickets, and ‘a still larger amount of potential 
wealth for which there are no tickets, then it is quite possible to have a largely 
increased purchasing power in the form of tickets if you like, which is all the 
assignats were— 

Q. But it was, nevertheless, the monetization of the assets, the physical 
assets of the nation?—A. No. It was the monetization, or the attempt to mone- 
tize something which was of no use, which was not available. 

Q. It was the monetization of lands, of mines, forests, of the national wealth, 
just as we have it here in Canada to-day—A. It was not the monetization of 
wealth which was available for the use of the general public. 

Q. It turned out not to be available, and that is why the currency dropped 
in value, and that is why the prices went up, and that is why they had to 
increase the speed of the printing press, is it not?—A. No. 

Q. Let us go next to the Southern States, after the Civil War. They issued 
paper money against the assets of their land and they ended up in bankruptcy, 
did they not?—A. They may have ended up in something that is called bank- 
ruptcy. 

The CuatrMan: They made default. 


The Wirness: They defaulted, but they only defaulted simply because they 
were not allowed to deliver the wealth that they could have delivered. 


By Mr. Hackett: 


Q. Then we have Germany. Germany, in 1923, I believe, attempted to 
monetize its national resources, did it not?—A. No, because in none of the cases 
that you mention did any monetization take place which does not at the present 
time take place by the bankers alone. So far as I can sce the thread which is 
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running through the argument is, that if monetization takes place by the bankers 
it is a perfectly sound thing, but if it takes place through anybody else it is 
bound to meet with catastrophe; is that the argument? 

Q. No, I prefer not to call it an argument, I am merely attempting to test 
the efficacy of your plan. You have told us that by the application of your 
theory to Japan a Japanese producer whose product has cost him $100 may sell 
it in the markets of the world for $50 and that his government, by monetizing 
the natural resources of that country, will make up to him his loss. I am 
endeavouring to point out to you that France, the Southern States, and Germany 
have each attempted, in their time, to monetize their natural resources and 
that everyone of them has become a bankrupt.—A. Is there any question in 
any one of these things to which you refer in which the monetization shall apply 
to reduction of prices? 

Q. I shall not attempt to answer that.—A. Because that is the whole 
point. 

Q. No, may I suggest that it is not the whole point because the essential 
thing is, as you said in the last words of your testimony in chief, the problem 
is, Whether the banks or the public shall get something for nothing, and your 
assumption was that somebody was going to get something for nothing—A. I 
am not quite clear whether we are carrying on a debate with an attempt to 
score points against each other, or whether we are endeavouring to find some 
method by which those nine defects, which I assumed were admitted, which 
can all quite definitely be traced to lack of purchasing power, can be remedied. 
If you say that it is an insoluble problem to create sufficient purchasing power 
to distribute the goods which are available then, of course, I entirely disagree 
with you, but if there is in existence a better method of distributing the increased 
purchasing power, which is necessary to distribute those goods, a better method 
than I have to suggest, I can assure you that I shall be the first person to be 
delighted about it. What I am not prepared to admit is that the problem does 
not exist. 

Q. I will agree with you that there is a problem, but I have understood 
that your statement went further than the pointing out that there was a 
problem. I am endeavouring to ascertain from you whether your solution has 
ever borne the test of experience, and whether any country which has attempted 
to apply it has not invariably failed, whether all countries which have applied 
it have not become bankrupt and repudiated all their liabilities?—A. The 
answer is, that never has a plan been applied which contains all the provisions 
which I have in various cases suggested to prevent the result of pure inflation 
and pure inflation is, of course, practised by the banking system just as much 
as anybody else and is, in fact, beg practised by the banking systems of 
numerous countries at the present time. 

Q. You will remember, Major Douglas, we are talking about Canada— 
—A. Well, may I put it this way: I understand that— 

Q. —and my brief rests there—A. May I put it this way: Is it the fact 
that it is being recommended at the present time, that every effort shall be 
made to raise the price level in Canada; is that an orthodox banker’s recom- 
mendation? 

@. I, with great respect, will not attempt to testify for the orthodox 
banker. What I am trying to do is find out whether the plan which you have 
suggested for Canada has any chance of bettering the position of the Canadian 
people?—A. That, I think, is the thing that can only be decided either by an 
extensive or even a limited trial, or by a jury. 

(. I understood from your testimony that you consider that your plan 
is still in the embryonic stage, that it has not been carried to the point of 
perfection which would warrant its application to any country, is that correct? 
—A. No, it 1s not. 
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Q. You did say that it had not been carried to the point—I think I have 
your words here—‘ It is absurd to suppose that any final plan can be put over 
once and for all.”—A. I should agree with that because of the opposition with 


which it will meet, from interested sources. 
Q. That is from the banks?—A. Yes. 


By the Chairman: 


Q. Major Douglas, in the final analysis, your theory is based on inflation, 
limited I think you meant, of the national credit?—A. My theory, on the 
contrary, sir, has no connection with inflation. 

The CHaiRMAN: Then I do not understand anything about it. 

The Witness: Would you allow me to define inflation? 

The CHAIRMAN: Certainly. 

The Witness: Inflation is an increase in the number of monetary tokens 
accompanied by an increase in prices either more or less equivalent to the 
increase in monetary tokens, so that the ratio between purchasing power and 
prices is not changed to conform to the increase in tokens, and a_pro- 
posal, for instance, to raise the price level in any country by means of the 
issue of further credits for production or anything else is a proposal for inflation, 
and that is the orthodox proposal of the banking system at the present time. 
Therefore, the orthodox proposal of the banking system is a proposal for inflation. 
Now, my proposals are proposals for the issuing of further purchasing power 
chiefly in aid of a reduction in prices, and consequently they are not proposals 
for inflation; they are proposals for an increase of purchasing power, which is 
an entirely separate matter. 


By the Chairman: 


Q. They go hand in hand, or is one the effect of the other, the inflation and 
increase of price level?—A. They go hand in hand. 
Q. One is not the cause of the other?—A. Oh yes, certainly. 


By Mr. McGibbon: 


Q. How do you keep that relationship?—A. Well, you see we have had in 
actual operation during the past ten or eleven years the payment of articles 
from two sources, that is a fact, the general manufacturing and producing system 
has been selling to the public below cost; the difference between the cost of 
production and the price at which the public has bought, in general, has been 
made up from the private reserves of the producers, or by an increased over- 
draft with the banks. It is admitted that that has not produced a raise of prices 
otherwise we should not have been selling below cost. Therefore, it has been 
tested out that it is possible to sell below cost and to pay for the product from 
two sources without causing a rise in prices. 

Q. That was not my question. I asked how you kept the increase in prices 
and your inflation together?—-A. Oh no, you cannot keep them together. 

Q. Then your policy falls down at once?—A. No, but mine is not a policy 
of inflation. The existing proposal is to raise the price level in this and every 
other country by increasing issues of money for production purposes which, it is 
hoped, will raise the price level, and at the same time issue more monetary 
tokens. That, according to my definition, is pure inflation, and that is exactly 
what I do not propose, but that is what is actually being done at the present 
time, particularly south of the line, within two or three hundred miles of here. 


By Mr. Geary: 


Q. May I say at once, Major, that your appearance is very welcome. I 
think that we are anxious—whether we agree or not with what you say—to have 
the benefit of vour observations in this matter, and it is only for the purpose of 
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trying to clarify, in my own mind, your thesis that I am going to ask you a few 
questions. Can you give me a short answer apropos to all you have just said to 
this question of inflation. As we term it, deflation of currency tends in a way 
to attain the result which you think should be secured in connection with the 
revision of our banking system?—A. No, I am absolutely against inflation. 

Q. That is to say, you would not advocate placing our dollar at a depre- 
ciated value?—A. Certainly not. 

Q. You appeared here some ten years ago, I believe?—A. Eleven, I think. 

@. And before that you had been more or less advocating the principles 
which you have been enunciating here?—A. Yes. 

@. And persistently, may I add, you have continued to advocate them?— 
A. That is the case. 

@. And am I right in saying that they have been carried into works by your- 
self; your biographical sketch would indicate that you have done so?—A. Yes. 

Q. And those works have met with written criticisms which we can find in 
works of others?—A. That is so. 

Q. So that, so far as discussing your plan is concerned, we have the benefit 
of your own study of it and the benefit of those who find fault with it who have 
also set out their reasons?—A. That is the case. 

Q. And that we can say for ourselves that you have suggested nothing in 
advance beyond what you have advocated before?—A. Well, I did place before 
you certain proposals, or a certain proposal which is not found anywhere else, 
this proposal, for instance, covering New Zealand and which, I specifically say, 
is only part of what I think should be done. They are part of a plan, if you 
like to put it that way. 

Q. Am I right in saying this, that you have not to-day elaborated your whole 
plan?—A. I think you are correct in saying that. 

Q. What you have given is that part of it which might be applicable to 
the revision of the Bank Act here?—A. Yes. 

Q. And, in that regard, you have given us your views in regard to the 
New Zealand situation which you say we may have by simply translating New 
Zealand into Canada for our benefit?—A. That is correct. 

Q. Then am I right too, in understanding that you do not profess that 
credit is a creation of nothing out of nothing, or out of something, by a bank? 
—A. Credit, of course, is a very unfortunate word which has been imported 
into the lore of “ Bankenclature”; it has, as a matter of fact, a very good 
authority; I have used it before, and if you will realize that I am only using 
it in strictly the technical sense I will use it again. There is one sense, and it 
is in this sense in which credit is correctly used, and it was used by Saint Paul 
when he said that credit is the substance of things hoped for, the evidence of 
things not seen. 

Q. Was that before or after his conversion?—A. That was after his con- 
version on the basis of his inherited aptitude for the subject. 

Q. I am only talking of credit extended to persons by way of cheques? 
—A. For the purposes of that aspect of it, the word “ money ” I think is much 
more correct. 

Q. What you mean is, that what should be done, or what is done by the 
banks is the making of public wealth a medium of exchange, and that the 
bank is making this medium of exchange out of public credit or public wealth? 
IN, WES. 

Q. That is, it is monetizing public wealth?—A. I do not want to take up 
your time too much, but a very important matter is involved in the use of your 
words ‘‘the medium of exchange.” There has taken place in the last one 
hundred years a complete change in the method of production. The old 
individual production system was the production of wealth in various forms by 
every individual or small producing unit, and money was correctly described 
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in those days as a medium of exchange. A man did exchange the things which 
he produced himself—a surplus which he did not want for himself—for moneys, 
and then he exchanged the money with somebody else for something which 
somebody else produced, so that it was quite possible that to a money system 
which worked on the assumption that money was primarily a system of exchange, 
there were theoretical objections more or less at that time but they were not 
marked. However the modern production system is something quite different. 
By the use of large plants, and that sort of thing, the production of wealth 
now is an analysed process which is only synthesised in a general pool of wealth 
which may be described as something, if you like, the market, and in particular 
this wealth is being more and more produced not by human labour but by 
such energies as water power, and so forth and so on, so that the primary function 
of money at the present time is not for exchange between man and man, because, 
incidentally, his labour is being less and less wanted and his product is not 
exchanged between himself and his neighbour, it is put into a central pool, so 
that the extent to which the definition of money as a medium of exchange is 
true is decreasingly small. It is more and more an effective demand on a central 
pool of wealth and less and less a medium of exchange, and that is something 
which I think is very important to bear in mind in considering what we want 
to do to get this central pool of wealth drawn on by the general public. You 
do not want to arrange a medium of exchange between you and me, you want 
to arrange some means by which we both can draw on the central pool of 
wealth. 

Q. Will you improve that by telling me by what means you can draw 
from the central pool?—A. Well, you draw from the central pool of exchange, 
of course, by what we commonly call money, and the money is now issued 
from a central source, that is to say the banking system. The banking source 
is not the same source as where the wealth is produced, nor is the system the 
same system. 

Q. Are you distinguishing between money as simply currency and money 
in the broad sense?—A. No, no. 

Q. Well then, what you say I gather is, that the bank now has the power 
of monetizing wealth?--A. This central pool. 

Q. And has it in its own hands?—A. Yes. 

Q. And to that you take objection?—A. Yes. 

@ fam rieht im that?—A\ Yes: 

Q. But that central pool must be drawn upon?—A. Yes. 

Q. And you propose that the banks should not do the drawing upon that 
central pool but that some other agency should?—A. No, I have no specific 
views on administration at all, no dogmatic views. So far as I have views, I 
am all in favour of letting the existing banks run the business. What is 
fundamentally at stake is the assumption that this monetization which the banks 
do undoubtedly carry on—the creation of purchasing power—is a creation of 
purchasing power in their own favour solely, and, as I see it, they do not want 
to turn it over to the government, or hand it over to the public except on 
their own terms. The result of that assumption and that state of affairs is, that 
quite beyond all discussion, the assumption is made that all production belongs 
to the banks since they alone create the effective demand which will cause that 
production to be delivered, and they claim the ownership of the effective demand 
which they create. 

Q. Then is it your view that the banking system as at present constituted 
would be sufficient if it were controlled in some way by legislation, or would 
you like to set up another change, by way of legislation?—-A. I do not believe 
it is the least necessary. I think the existing mechanism is excellent. I think 
the banks are marvellously well run institutions but I am not in favour of 
letting them do the job on the policy that they pursue, as a matter of public 
interest. 
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Q. And you have outlined the policy which you think should be adopted in 
that regard?—A. I have outlined, I think, the first step of such policy which I 
might, perhaps, say involves no interference with the administrative processes of 
any industry. It merely gives the public the purchasing power to get the goods, 
but in addition to that I think it does contain frankly a slight, challenge to the 
existing banking system, that this situation would most preferably be relieved 
by negotiations. 

Q. You have outlined then, in the memorandum, applicable to New Zealand, 
all your suggestions in regard to remedying the state of affairs to which you 
have called attention?—A. At the moment. 


Q. So we can take it that that is your whole proposal in that regard?—A. 
At the moment. 


Q. But that is only part of your general plan which must be followed by 
other proposals, of which you have not given us any inkling to-day?—A. That 
is the case. 

Q. Then will you just clear my mind on one point: Can the banks of 
Canada create currency, as distinguished from credit, indefinitely?—A. That is 
merely a constitutional and legal question and not a question of techniques at 
all. 

Q. Does it concern your thesis at all?—A. Not very seriously, no. 


Q. Then I want to take an example that you gave us, of a bank buying a 
bond for which it gives its cheque. That cheque, I am assuming, is cashed and 
the company keeps the money in its vault, or it pays it out for labour and 
material?—A. Yes. 


Q. In either case, it is sometime before it returns to the bank, but you say 
ultimately it does return to the bank in the form of cash deposits?—A. That is 
the case. 

Q. I am assuming that the company pays its wages in cash, and that the 
man in turn who gets those wages pays the storekeeper, and so on, and ultimately 
it comes back as a deposit of cash by the storekeeper?—A. Yes. 


Q. And the bank, then, is under obligation to give him that cash at any 
moment?—A. That is the case. 


Q. Then will you please tell me why it is that you say the bank gets that 
bond for nothing?—A. Well, I think the generally accepted position is this in 
most Westernized countries at the present time, that for every unit of legal 
tender represented by their dollar note, we will say, or two dollar note, or what- 
ever it may be, the bank creates about nine to ten times that amount of credit 
money. That I think is an accepted fact. It is certainly accepted in the States. 
It has been given in evidence before the Senate and Congress half a dozen times, 
and I do not think it is denied by the bankers themselves. So, for instance, if 
you have ten dollars worth of gold—you yourself—that ten dollars worth of 
gold is worth, to you, ten dollars but, to the bank, it is worth one hundred 
dollars, and the explanation of the situation is that which I think has so 
frequently been given that there is a limitation on the amount of credit which 
can be created by an individual bank, but there is no limitation on the amount 
of credit that can be created by all banks together. 


The CuHatrMANn: Gentlemen, we will adjourn till 4 o’clock. 


The Committee adjourned at one o’clock to resume at 4 o’clock. 
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AFTERNOON SESSION 
The committee resumed at 4 o’clock p.m. 


The Cuatrman: Now, gentlemen, will you come to order. At the noon 
adjournment Colonel Geary was examining the witness. 


By Mr. Geary: 


Q. With your permission, Mr. Chairman, and gentlemen, I have only a 
few more questions I would like to ask. Admitting for the moment, Major 
Douglas, your proposition that a greater amount of deposits have come into 
existence by reason of a loan made by the banker, then, what is the basis of 
the loans made by bankers?—A. The ability, on the one hand, and the willing- 
ness, on the other, of the general community to give those loans a value in eoods 
and services. 

Q. Then, is the willingness of the community testified by their giving 
security to the bank?—A. No, I should not say that; the question of giving 
collateral security for a loan does not effect what happens when a loan is given. 

Q. Is it the practice of the bank in making a loan to take security?—A. Yes, 
undoubtedly. 

Q. Which may be by a bill of exchange, or shares, or different ways?—A. Yes. 

Q. And even where the bank does not take securities, and loans money on 
credit it probably looks to the realizable assets of the customer?—A. Oh, un- 
questionably. In other words, by lending the money it creates a loan on the 
customer’s real wealth. 

Q. It seems to me—I wonder if you will agree with me—in this process what 
the bank does is turn the real wealth into money; is that true?—A. No, I 
should re-phrase it slightly—that what the bank does is create a financial 
equivalent of wealth. It does not turn wealth into money; it creates a financial 
equivalent with wealth which already exists for the most part, and that financial 
equivalent is a claim upon the wealth which already exists. 

Q. Yes. I fancy we are saying the same thing—I, in a colloquial way, and 
you, in a rather technical way. Am I right in this, that the borrower provides 
the real wealth and the bank provides the liquidity ?—A. Well, that is on the 
assumption that the loan is really based only upon the wealth which is the 
security for the loan. That is not quite true. The money which is created by 
the banks for the purpose of a loan against that security is not merely a demand 
for the wealth which the money is created against, but it is a demand for any 
wealth; so that it is really true only to say that the collateral security is simply 
security for the loan, but that the money which comprises the loan is created 
against the general credit of the whole community, not against that individual. 

Q. Yes, I am not quarreling about that—A. It is very important, as a 
matter of fact. 

Q. In specific real wealth or general real wealth, you prefer to believe it 
is created against general real wealth?—A. Yes, that is right. 

Q. And when the banks provide its liquidity, as I call it, it is liquidity 
that is acceptable as a means of payment to be transferred between different 
persons?—A. Yes. It is what I was discusing with you this morning, I think; 
it forms the only means that we know of drawing upon the general wealth. 

Q. Now, I have written a question which, with your permission, I will read 
to you. I hope it is not too long; perhaps it is not too good either. Is not this 
your contention, at the most, that the bank, through the fact that it has built 
up a faith in itself, a credit—I might interject there, whether apostolic or not— 
is In a position to lend to, and does make liquid, the real wealth of the customer? 
—A. It does not do anything to the real wealth of the customer; the customer’s 
real wealth is exactly what it was before the loan is made. What it does is 
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by basing a loan on the customer’s specific wealth, to issue to him a draft upon 

the general wealth of the community, and claims that as its property. 

re ce That is the distinction you drew a moment ago, and we rested that— 
Yes. 

Q. You are making a distinction as between specific real wealth and general 
real wealth?—A. Yes. 

Q. Now, this interchangeability is effected by means of cheques?—A. For 
the most part, yes. 

Q. Which is really an order on the bank to change a deposit from one person 
to another?—A. That is pretty much what it does. 

Q. In that view, while we have the transferability arranged, after all, the 
deposit is the important thing, because it does not avail much to afford the 
means of changing the location of a thing if you have not got that thing?— 
A. Quite. 

Q. In a banking system it is the sine qua non, almost, of its work that 
deposits should be almost immediately obtainable by the depositor if he comes 
for them?—A. Yes, for the most part; certainly a considerable portion of them 
should be. Of course, we have short time deposits and things of that sort. 

Q. Yes. We will bear those differences in mind; but the bank must be 
ready to pay—theoretically, and in practice it works out that way in this 
country at all events—at any time, any number of its depositors who come to it 
for repayment of their deposits?—A. Quite so. 

Q. And that applies no matter whether the deposit is a deposit of 
currency or a deposit made by a bank loan?—A. It is presumably always pay- 
able in legal tender, which is currency. 

Q. When a bank requires the funding of a great number of deposits, it 
requires a great deal of cash, and maybe it requires more cash than it has. How 
does it provide itself with the means for reimbursing its depositors?—A. Well, 
of course, the exact mechanism varies in different countries, but the general 
tendency is to discount its liabilities of all kinds with some banker’s bank, as, 
for instance, the Federal Reserve Bank in the United States or the Bank of 
England in England and, in that way, increase its legal tender. In England, the 
system is still furthered by the fact that the Bank of England finances the 
government through the Ways and Means account, and the Ways and Means 
account—for all practical purposes it is nothing but an I.0.U. from the govern- 
ment to the Bank of England—and this 1.0.U. is treated by the Bank of Eng- 
land as cash, and on the basis of that that increases the Bank of England avail- 
able cash, as you might say, by the extent of the amount of the I.0.U. from the 
Ways and Means account to the Bank of England; but, of course, ultimately, 
so long as the mechanism is in order the thing ultimately comes back to a 
number of notes which are available for putting into circulation. 

Q. Then it may call on its borrower to make good the loan?—A. Well, as 
I said at the Canadian Club Saturday, no bank, on the principle on which banks 
‘are run at the present time, could possibly meet its liabilities at one time if they 
were all presented at once. 

Q. We have not had that difficulty yet. I am just assuming the case 
where they must get a good deal of money. I am not thinking of a “run,” so 
to speak. What I want to get at is this. The bank does keep some of its 
money out on short term obligations so that it can get it in quickly?—A. Quite. 

Q. If it comes to that point, and gets in its loans, gets in that money it 
loaned in order to pay depositors, is it not really the money that was loaned 
actually that is brought back to pay the deopsitors?—A. No. The payment 
of the loan destroys the deposit. 

Q. I know that; but it puts the bank in funds to pay its depositors—the 
depositors who demand payment?—A. Well, it does not put it in funds in the 
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strict sense of the word. What it probably does, may do, is to decrease the ratio 
of its liabilities to its legal tender, but the actual repayment on the loan actually 
destroys a deposit. 

Q. Yes. That is a statement. I have heard that statement made before? 
—A. There is no doubt about the fact. 


Q. I am trying to get at a specific instance where these loans were so 
arranged that a great proportion of them are readily realized and you can get 
cash; those loans come back and pay off deposits?—A. Something of that sort 
happens yes; it will depend upon the exact amount in the bank. 


Q. Why is it that it is not a deposit that was loaned?—A. It is not a 
deposit that was loaned? Because the repayment of the deposit, as I said— 
the repayment of the loan—destroys the deposit. 

Q. Oh, yes, I know. I am still trying to see your point of view that the 
deposit never was loaned, and still when he gets his deposit back it is paid to 
the depositor, and he wants it in cash?—-A. Well, I think by far the simplest 
way—lI see what you are getting at, sir—I think by far the simplest way to get 
at the actual facts in the case is to consider what always happens on the very rare 
occasions in modern history where we do have a large and simultaneous run on 
all banks together, as, for instance, did occur in England, in 1914, and the 
deposits at that time in the joint stock banks were, in round figures, about one 
thousand million pounds, and, at that time, of course, they were all repayable 
in gold. There was a simultaneous run on the banks and they paid out about 
one hundred and eighty millions in gold, which was about all there was in the 
country. There remained about eight hundred and seventy millions of deposits 
which could not be paid at all; there was nothing to pay them with. The point 
is, of course, this, that the only thing that was ever deposited in the banks 
originally was gold, so that the deposits, you might say, under those conditions 
at that time, were one hundred and seventy millions. But those deposits had 
increased from one hundred and seventy millions to one thosuand millions and 
the increase from one hundred and seventy millions to one thousand millions 
represents the difference between what was originally deposited, and what was 
created by the present system. 

Q. I think I got all that. I quite understand there is a wide difference 
between deposits of currency and the deposits we have been talking about, bank 
deposits. I am not going to labour this point at all, but AB gets a deposit by 
virtue of the bank lending him money?—A. Yes. 

Q. He is entitled to it?—A. Yes. 

Q. The bank in this case lends money to CD. AB comes in and says: I 
want my deposit. What do they do? They get it from CD, if they have not the 
cash. Surely a deposit has been loaned to him?—A. No. When they loan—I 
want to get my initials right—AB $100 they do not say to CD, “I have loaned 
AB your $100; therefore, you cannot draw out $100.” Both AB and CD can 
draw out $100. So long as AB, CD, EF and the rest of them don’t simultaneously 
seat not only their deposits, but their deposits in currency, all of them can 

e paid. 

Q. Well, with all respect I think that supports my view. I may be quite 
wrong. I fail to see why it is that you say with regard to the deposits that are 
created in the amount of the loan, that it is not the money that is loaned. I am 
not speaking of currency; I am speaking of the deposit. When the loan makes 
a deposit, that borrower is entitled to go and get his money, is he not?—A. The 
man who receives the loan is entitled to go and get his money. The money is 
loaned, certainly. 

' s And so it goes on, each one is entitled to go and get his money?—A. That 
is right. 
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Q. And if there is no deposit, or no security in place of a deposit which has 
been loaned, he cannot get his money?—A. Oh, yes, he can; because so long as 
he does not demand it in currency— 

Q. Well, some of us do; it seems about the only way?—A. Oh, yes. That 
is absolutely the whole point. The whole business is worked on the assumption 
—it is worked on actuarial figures—that under normal conditions only a certain 
percentage of all deposits which are demanded, will be demanded in cash. 


Q. I understand that perfectly well?—A. Yes. Those are the facts. I 
can’t see quite what the point is, beyond that. 

Q. I see the point that you are making, Major Douglas, which is simply 
this, that the bank loans out its money or takes deposits and loans upon the fact 
that there will not be a call for it within such a period of time that it is not able 
to make it good by calling in its liquid assets and so on?—A. It does not have 
to call in any assets at all. Taking the banking system as a whole, it does not 
have to call in its loans at all for the purpose of paying deposits which are 
created by the loans, so long as those deposits are not more than about one-tenth 
asked for in legal tender. If they are, it has to call loans from everybody until 
the total deposits shrink down to the total amount of legal tender that it has, 
which will, of course, be an impossible situation. 

Q. In the meantime, each depositor has got his money and he has got it 
largely out of the man who has borrowed that money from the bank?—A. Yes, 
the depositor has got it from the man who borrowed the money from the bank. 
That is quite right. 

Q. With all respect, it seems to me still that the bank is lending deposits. 
You have not convinced me as yet?—A. There is no real—no general—difference 
of opinion on the facts. The Macmillan Committee I think has established that, 
apart from half a dozen other authorities. 

Q. I remember reading that; I hardly agree that that is quite the result of 
the committee’s report. That is all I want to ask you about that. I have, since 
adjournment, read your New Zealand proposals. Have you any comments to 
make on the returns furnished by the banks under legislation in Canada?—A. I 
have just looked at these, but I have not any comment at the moment. 

Q. You have not any comment?—A. No, I have not had the time. I am 
at your disposal indefinitely. 

Q. I thought perhaps it would be useful if you had any comment to make. 
Have you any comments to make on the amount of money that the banks have 
made in this country?—-A. Exactly what meaning am I to attach to that? 

Q. I thought perhaps your New Zealand proposals were directed to the prop- 
osition that the banks had made too much money out of the privileges or rights, 
whatever they may be called, that they possessed?—A. The actual distributed 
profits of the banks have always seemed to me to be the least objectionable fea- 
ture of banking. I am not in the least attacking those profits. They may be a 
little high. Some people think they are. But that is not the point at all. 

Q. Will you just say what it is?—A. Yes. It is the failure to monetize and 
distribute the monetary value of the real wealth which exists; and by not dis- 
tributing all that monetary value, they make it impossible to draw upon the 
consumable goods which can be produced. 

Q. Could that not be remedied by increasing the allowance of credit, or 
lending more money?—A. Not lending more money, no. That is exactly the 
point. Lending more money, unless you lend it entirely without interest 
charges,—in which case, for all practical purposes, it is a gift,—merely intensifies 
the trouble from which the world is suffering at the present time, and that is her 
debt. Each of these loans, of course, is a debt, when you consider it as a loan 
from one separate organization to the general public, and to increase this is to 
increase the amount of debt under which the public labours. 
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Q. How would they do it?) How do you propose they should?—A. In regard 
to these New Zealand proposals, or generally speaking? 

Q. Generally speaking. You say it is not by lending. You would not sug- 
gest they lend more money in order to achieve the object you stated. They 
would do something else. What do you suggest they should do?—A. Very much 
in general, the conception I have of the proper functions of banks is as very ad- 
mirable account keepers who would provide the public with purchasing power, 
making a proper charge for their services in actually creating purchasing power; 
but having once created the purchasing power, it would be regarded as the 
property of the public and not the property of the bank. That is to say, it 
would not be repayable loans, so far as the banks are concerned. No doubt it 
would be subject to certain proper considerations of writing down, for which 
we have the requisite mechanism in various ways; but the difference, the very 
fundamental difference, is that at the present time, when these credits,—these 
blocks of purchasing power—are created by the banks, they are created by 
the banks as if the money which they represent were the bank’s property, 
whereas, from my conception, the money is not the bank’s property. The bank 
should properly be paid for its services, its very admirable services, in the book- 
keeping transactions that are concerned, but it has no claim whatever to the 
repayment of the loan. The loan is not a loan of its own money. The thing 
that it loans is new money, which is created on the basis of the general wealth 
of the country. 

Q. Can you suggest anything that could be inserted in our Bank Act that 
would help towards the solution that you have indicated?—A. Well, I can, 
of course; but I cannot suggest anything which you are in the least likely to 
be able to put through, to be perfectly frank. 


The CHarrMan: That is candid, anyway. 


By Mr. Geary: 


Q. I am just curious about your plam?—A. Well, the plan requires an 
admission, in the first place, that the money which the bank loans is neither its 
own money nor the money of its depositors, but is new money; and therefore 
it requires a decision as to whom the money belongs. To that, of course, for 
my part, I should give an answer to the effect that it belongs to the public. 


By the Chairman: 
Q. To the nation?—A. Yes, to the nation. 


By Mr. Geary: 


Q. And the effect of the loan will be produced by money distributed, but 
not repayable?—A. Not repayable to the bank as of right to the bank. 

Q. But distribution by them, in some form, of assistance to moving goods 
a services; they supply the money but do not get it back?—A. That is the 
idea. 

®). They supply the money and get it back according to some arrangement, 
he JU aes of which you no doubt would be glad to give us?—A. That is 

e idea. 

Q. Then, in your immediate proposal as regards New Zealand, I see you 
take banks and insurance companies but no other companies. You take their 
assets, but no others?—A. No, because they have a monopoly on monetizing 
assets. 

Q. That is your reason for taking them and no others?—A. Yes. 

Q. What you say is that—I am going to touch one point and see how it 
works out—the bank carries in its assets a certain number of shares of com- 
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mon stock. It carries them say at par or book value, what it paid for them. 
At a certain time those shares have an increment value, that is what they 
bought at 100 may be worth 120, and you propose to make a charge against 
the bank of 10 per cent, that is half the 20, and put it into “ Suspense Account 
No. 1” that you set up?—A. Yes. 

Q. Then the shares of stock drop next year from 120 to 80; do you do 
anything towards placing it back in the bank’s hands?—A. I am assuming— 
with a fair amount of ground for assuming—that the figures at which the 
bank’s assets are placed, taking direct assets and indirect assets, are always far 
below those at which they are really worth in the market. 

Q. Suppose we say that the facts are as I stated them, then is the result 
as I have indicated it?—A. If the whole of the assets which are held by the 
bank have already been monetized to their full value, then that clause becomes 
ineffective, I should think. 

Q. I see. I gay, “I see,” but I don’t quite see?—A. I think that a very 
unlikely state of affairs to happen. 

Q. It presents some difficulties. Then I think I have nothing else that 
I want to ask you. These are your only proposals to the committee, and you say 
they might be adopted without necessitating any further prolongation towards 
your plan?—A. I think that they could be adopted with advantage to every- 
body at the moment; and they would probably, as the result of their own work- 
ing, suggest certain additions which would round out the whole plan, but they 
do not involve any displacing of the existing state of affairs. 

Q. If that plan were adopted, it is self-sufficient; it requires no complement- 
ing later on by other parts of your plan?—A. No, I should not agree with that. 

Q. It is an integral part of the same whole plan?—A. Yes. 

Q. I was a little at a loss about that. I thought you said the other thing?— 
AY No: 

Q. But we cannot go on with that really, without going into the plan that 
you have over and above that?—A. Well, I should perhaps not agree to that, 
because you are doing nothing there which is not actually being done at the 
present time. That is to say, you are only allocating those shares to the general 
public instead of allocating them to the banking institutions. What you do not 
do there is to prevent the difficulties which do arise at the present time, within 
the present system. But to deal with the present system requires further 
admissions on the part of the existing financial system. 

Q. That is what I am getting at. Of necessity this plan, if adopted, has to 
be followed by some other part of your plan?—A. Not of necessity, because 
there is no change. 

Q. It is desirable?—A. Yes, very desirable. 

Q. You think it would be entirely desirable that we should not stop there, 
but that we should go on further?—A. I do think it would be desirable, but 
not necessary. 

Q. All right, thank you. 


By Mr. Irvine: 


Q. I want to ask a few questions of Major Douglas. They have been 
suggested to me by the questions which have been put by other members of the 
committee, and therefore may not be in logical sequence but I want to be sure 
that I begin at the right place, so I would ask Major Douglas if he would care 
to state to the committee, in a few words, what he thinks the financial system 
is for?—A. Well, I have no doubt what it is for at the present time. It is 
for the benefit of the financial system. If you mean what it ought to be for, 
in my opinion it should be a method, first of all, of reflecting the facts of the 
producing system, the wealth producing system; and then a mechanism, under 
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the direction of high policy, for the distribution of wealth which it accounts for. 
In its real essence, a sound financial system is primarily an accounting system, 
secondly a distributing system. The conditions under which distributon takes 
place are clearly questions of high policy. At the present time the existing 
financial system is not a correct accounting system of the wealth that actually 
exists; and it 1s, of course, a very erratic distributing system. 

Q. Then I hardly need to ask the next question I had in mind which is: 
In your opinion, the present financial system is not doing what a financial system 
should do? It is not performing adequately the full functions of a financial 
system?—A. In my opinion that is quite undoubtedly so, and I think that is 
the growing opinion all over the world. 

Q. Would you care to say, in your opinion, how, or to what extent, Canada 
could carry on successfully from the economic point of view, without regard to 
any other country, were she to adopt the main proposals which you have put 
forward in your thesis elsewhere?—A. ‘Technically, I have no doubt whatever 
that Canada could carry on not only very well, but far better than she is doing 
at the present time, by the adoption of methods of that kind. But there is no 
getting away from the fact that a great deal of first-class ability has been 
devoted, in the past hundred years or so, to making it extremely difficult for 
the financial system of any one country to diverge from the general financial 
system, without being penalized by the international financial system. 


By the Chairman: 


Q. Could it be done?—A. It could be done, yes. It could be done. There 
is no question about that. 


By Mr. MacMillan (Saskatoon) : 
Q. Successfully?—A. Yes, successfully. 


By Mr. Irvine: 


Q. In that connection, might I put to you an objection which we have been 
met with—those of us who make proposals similar to your own—that were we 
to adopt that in Canada, we would have great difficulty in paying our foreign 
debts. In your opinion, would we have any more difficulty, under your system, 
in paying our foreign debts than we have now?—A. Less. 

Q. Would you care to say a little more about that?—A. Well, that is the 
sort of thing in which the question becomes one for close and continuous and 
expert examination of the detailed facts. I come to give evidence before you 
as an expert on the general question, just as I should give evidence as an engineer 
on the general question of the feasibility of building bridges. But if I were asked 
to say what particular kind of bridge were wanted at this place, and the details 
of that bridge, I should say, “Well, I want to make an exact survey of the site 
and of the considerations which affect it.” That survey, from the very nature 
of things, I have not made. It is not possible for me to make it, without 
direction from the responsible authorities in Canada. 


By Mr. MacMillan (Saskatoon) : 


Q. Did you make such a survey in New Zealand?—A. To some considerable 
extent, yes. So far as the question of debts is concerned, all I can say is this, 
that I can certainly put Canada at the present time—if I may put it that w ay— 
in a position to dispose of its unusable surpluses to greater advantage than it is 
able to do at the present time, by the adoption of slight modifications of its 
financial system. That is unquestionable. 
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By the Chairman: 


Q. Just apply that to our surplus of wheat, if you will, and let us see how 
it would work out?—A. Well, there are quite a number of ways. You will only 
probably want me to give you an example, and that is exactly by the method 
by which Japan is disposing of her surpluses at the present time, in competition. 
Japan is, broadly speaking, competing most successfully in the modern world 
in respect of the things which have the least direct labour in them. That of 
course, is a complete answer to the statement which is very frequently made 
that Japan is competing successfully because her labour charges are low. 

Perhaps I might give you one special instance in which Japan is pushing 
out the rest of the world in regard to rayon, artificial silk. I happen to be in 
possession of confidential figures in regard to the direct labour charges on rayon, 
but I am not going to give you those exact figures; you can take it that the 
figures | am giving you are several times as large as the figures—I will not say 
how many times—but they are much larger; the direct labour charges in regard 
to rayon are less than one per cent of the normal selling price of rayon. 


By the Chairman: 

Q. That is to say, in Japan?—A. No, anywhere practically. Now, suppose 
you double the direct labour charges as between Japan and, we will say, the 
United States, you have increased the price by one per cent, that is all; and I 
do not suppose anybody here will suggest that you can capture the world market 
by selling one per cent below your competitors. 


By Mr. Hackett: 


Q. There is more labour than direct labour?—A. Direct labour is all that 
matters in this matter; the actual labour employed by the rayon industry is less 
than one per cent of the value of it—less than one per cent of the selling price 
of rayon. 


By Mr. Morand: 


Q. What about the other 99 per cent?—A. What about the other 99 per cent; 
you have the machinery charges, the overhead charges, the financing charges and 
things of that sort. 


By Mr, Bowman: 
Q. And you have raw material?—A. I think that comes into that figure. 


By Mr. McGibbon: 


(. Suppose every country tried to do what Japan does, what would be the 
result?—A. You would simply have a very much lower price level, all over 
the world, and everybody could buy a good deal more with the existing pur- 
chasing power. 


By Mr. Irvine: 
Q. Suppose I just follow this up. 
Mr. Sutuivan: Let him get back to wheat. 


By Mr. Irvine: 

Q. I am not interested in continuing with wheat, any more than I am 
interested in continuing with boots, or shoes, or any other thing; anybody who 
is interested in wheat, or shoes, or those other things, would be interested in 
the question which I am going to ask now: you would not say, or am I right 
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in assuming, that your proposals are not now in operation either in Austria or 
Japan?—A. They are not. 

Q. But that certain practices there being carried on are partly what you 
have proposed?—A. That is so. 

Q. Well now, with regard to Japan; would you say that since she has 
been able successfully to expand her export trade through her financial 
manipulation, shall I say— —A. That is the right word. 

Q. Could she not supply goods to her own Japanese population at a lower 
price?—A. Yes, unquestionably. 

Q. And would that not be perhaps a better way of doing it?—A. It entirely 
depends on high policy, and the high policy which I think is unquestionably 
behind this tremendous expansion is preparation for the next war. From the 
point of view of high policy, she is justified in what she is doing. 

Q. Now Mr. Hackett took you to the southern states, to the French Revo- 
lution, and to Germany, to prove conclusively that inflation was disastrous; 
did it require all that force to bring that about, sir?—A. No, I should have 
admitted it at once. 

Q. I should have thought you might. Have Germany, Belgium, France 
and other countries greatly defaulted in their international obligations?— 
A. Well, that is a matter I should say of degree, in a good many cases they 
have, and in a good many cases they have not. 

Q. In a good many cases they have to a certain degree; is it not so that 
in these countries they have now in practice the same financial system that we 
have in Canada?—A. Certainly. 

Q. So that fear of defaulting need not trouble us with regard to any 
systems such as we have now?—A. All countries of the world at the present 
time can be broadly said to be operating on the same system, and they are 
all defaulting at the moment. 


By Mr. Sullivan: 


Q. We are not defaulting in Canada?—A. You default when you depreciate 
your currency. 

Q. We can borrow at 100 per cent within 24 hours?—A. Your dollar in 
sterling at the present time is worth $5.13, I think, per pound sterling, and the 
pound sterling is supposed to be depreciated, so that viewed by the 1914 basis 
the Canadian dollar is depreciated; and that, of course, is a form of inflation. 

The CHaiRMAN: That is a dogmatic statement, I would like you to prove 
that. 


By Mr. Sullivan: 


_ _Q. I do not think that is right, you should ask the Deputy Minister, he 
is there, and he will tell you that we can borrow right away all the money 
we want, and, possibly, even at 3 per cent. 


By Mr. Irvine: 


Q. That is only to say that others have defaulted more than we have?— 
A. I think that is what it amounts to. 


By Mr. McGibbon: 


Q. When you pay your bills in the same units in which you contracted 
them, you are not defaulting?—A. If you pay your bills in the same units, 
within the same relative value, you are not defaulting; but if you pay your 
debts in something which is different— 
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By Mr. Sullivan: 


Q. We pay according to contract, don’t we?—A. The contract as originally 
stated was, to be paid in gold, or in a currency based on gold. 


By Mr. McGibbon: 


Q. So long as you carry out your contract you are not defaulting?— 
A. Well, if you say that, then, of course, you have to say that it does not 
matter how many goods and services you get for a dollar, so long as you pay 
back the dollar you are not defaulting. 

Q. If you pay back what you agreed to pay, in the terms in which you 
agreed to pay it, you are not defaulting?—A. Supposing the dollar is not the 
same dollar. 

Q. You are only puttering by supposing?—A. Not at all; the only value 
of the dollar is what it will buy, that is all. If you borrow in a dollar which 
will buy ten pounds sterling of goods and services, we will say for— 


By Mr. Irvine: 

Q. Mr. Chairman, may I point out to Major Douglas in this connection 
that in September, 1931, we stopped paying in gold, which was virtually 
defaulting to our own people; and further may I point out to him that there 
are many municipalities in Canada which have defaulted entirely; so that, if 
the nation had not defaulted, certainly the municipalities have defaulted?—A. 
I have no doubt whatever of the fact that practically every country in the 
world is, except by mere technicality, in default; I have no question whatsoever. 


By Mr. Sullivan: 
Q. Even Japan?—A. Even Japan. 


By Mr. White (Mount Royal): 
Q. Excepting Canada?—A. Being in Canada I will not press the point. 


By Mr. Irvine: 

Q. Major Douglas, I would like you to explain your view with respect to 
the question of why the purchasing power supplied the consumers through the 
process of production does not enable the consumers to buy the output?—A. 
Well, the simplest way of understanding that is to realize that money which 
starts from the bank gets back to the bank, within a certain period of time. 
There is a cycle of circulation of money. We know as a matter of fact what 
it is in Great Britain, I do not know what it is in Canada, in Great Britain it 
is somewhere about a fortnight—something of that sort, the average rate of the 
money cycle from costs and back again to prices. Now, if all the costs which 
are developed in that period of time are recovered again through the agency of 
prices in the period of that cycle, there is enough money distributed to buy the 
goods for sale; but there are large quantities of prices which go into costs, large 
quantities and figures which go into cost, which were generated in a period of 
time outside of that cycle of a fortnight. Many of them, as we know, run back 
for fifty-five or more years; charges on bonds, on machine charges, and broadly 
speaking very nearly every charge except direct labour charges goes into the 
cost from a period outside of that cycle of a fortnight; these charges cannot be 
met by the revolution of a fixed amount of purchasing power in the cycle of a 
fortnight. These charges mean that the prices which were generated in that 
time are excessive to the purchasing power which is available to buy them. In 
other words, at the present time you are developing debts by the process of 
production at a greater rate than you can liquidate them, 
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By Mr. MacMillan (Saskatoon) : 


Q. That is your “A” and “B” theorem, is it?—A. That is one form of it, 
yes. 

By Mr. Irvine: 

Q. You are aware, of course, that the orthodox financial viewpoint is that 
there must always be sufficient money somewhere in the country to buy all the 
goods that have been produced in that country?—A. I am, that is an orthodox 
theory. 

Q. That is the theory now in practice?—A. Yes. 

Q. And I think, if I followed your statement right, you declare that one 
of the chief weaknesses of the present financial system was that it failed to 
Gs sufficient purchasing power to buy the goods that had been produced? 
—A. Quite. 

Q. And you summarize certain conclusions which followed that, such as 
unemployment and poverty, and such-like calamities. Now, sir, might I ask 
you, I think some of our bankers here have declared that the conditions that 
you summarized there are not due to lack of purchasing power, but they are 
due to tariffs, and to a wilful public that insists on buying too much at certain 
times and then being unable to buy at other times; and to the world situation. 
Do you think, for instance, that if we had free trade we would have any more 
purchasing power?—A. I have no doubt whatever that it would not make the 
slightest difference in the aggregate. 

Q. Before asking you more questions, in particular in regard to your 
proposals, I want to draw to your attention a statement which I elicited from 
one of the bankers here—I think it was from Mr. Dodds—in asking him a 
question about your system he said that you had been before the Macmillan 
Commission in London and had (I am not quoting) received there short shrift. 
Can you explain what happened, is that so?—A. On the contrary I was before 
the Macmillan Commission in London and I had very courteous consideration, 
and I think that everybody enjoyed himself very much. 


By the Chairman: 

Q. Did they commend your system?—A. They did not. It has been 
explicitly stated, I believe in Canada, that the Macmillan Commission con- 
sidered my statement and that they rejected it. They did nothing of the kind. 
The Macmillan Commission had certain terms of reference; these were originally 
to consider the working of the existing monetary system with a view to making 
recommendations in regard to it, and they themselves narrowed these terms 
of reference so that they eventually read, to consider the existing monetary 
system on the assumption that it will be based upon a gold standard and to 
make recommendations in regard to it. They had no terms of reference which 
would enable them to offer any opinion whatever upon my own or any other 
suggestions which were not based upon the gold standard, which mine were 
not. 


The CHairMAN: That is true here, too. 


By Mr. Irvine: 


Q. I was just going to ask the Major if he was aware that he was appear- 
ing in precisely the same capacity here?—A. I am afraid that is a matter for 
you really, I am doing what you asked me to do. 

Q. Exactly, but I just want to give fair warning to you that if we do not 
put the Douglas system into operation next week, you will realize that we are 
not even considering it now, we are having the pleasure of listening to you 
giving us some lessons in finance; but we have no intention of paying any 
attention to it other than that?—A. I quite appreciate that. 
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The CuarrMan: You have put the position very clearly, Mr. Irvine. 


By Mr. Irvine: 


Q. I think I did. I think you, however, said that unless we get certain 
sanctions there was no practical value in presenting a definite plan?—A. That 
is entirely my opinion. 

Q. And that sanction had to carry with it certatin powers to make your 
plans effective?—A. Yes. 

Q. From whom would you say such sanction should be obtained?—A. Well, 
the theory on which I understand Canada, in common with other Anglo-Saxon 
communities, is governed, is that the people are the sovereign power; that is 
the theory, I am not suggesting it is the fact. Therefore the sanction should 
be obtained ultimately from the sovereign power, the people—the power to 
enforce what you desire in regard to the financial system. 


The CuatrMan: That is parliament, you mean. 


By Mr. Irvine: 


Q. I would like to have you give us a few explanatory words on your 
principle of social credit, which you advocate. What I want to get at is this 
specifically, when you propose either to reduce prices or give what I think you 
call a national dividend, I want you to explain to the committee the source 
from which that is drawn?—A. Well, that can be explained in two ways. One 
of the ways is, I think, expressed in the phrase “ The unearned increment of 
association,” and that can be explained I think, quite simply in this way—it is 
an extremely important factor in the world to-day, and almost a preponderent 
factor—suppose you have ten subscribers to a telephone system. Each one 
of those ten can communicate with the other nine. Now, suppose that an 
eleventh subscriber is connected to the telephone exchange. The other ten 
subscribers through no virtues of their own, and through no virtue of the 
eleventh subscriber, have obtained additional facilities. They can now, without 
any change themselves, communicate with ten subscribers instead of nine. The 
intercommunicability of that organization has been increased from nine sub- 
scribers to ten subscribers, without any action on the part of the original ten 
subscribers at all. The same thing is exactly true, of course, if vou have ten 
men pulling on a load. If you have ten men separately pulling on a load they 
could each of them separately pull on that load, perhaps for a week, and never 
move it. If the ten together, utilizing a rope, joined their forces, they could 
move it; they could do something that ten separately could never have done. 

Now, that association is the fundamental principle of the modern production 
system; and the rope or the telephone exchange, whatever metaphor you like 
to use, is represented by the modern production system using machinery and 
power and physical and chemical processes, and so forth. It cannot be said 
that the enormous increased production, which is possible, by this association, is 
due to the specific efforts of any single person; it comes from association. And 
the result of this thing is now so important that we are getting to the stage where 
a decreasing number of people, smaller in number considerably than those who 
are available, can produce all the wealth which is required by everybody. Now, 
the surplus wealth which is produced in that way is the property of the com- 
munity by virtue of this: It has arisen out of this unearned increment of associa- 
tion. The real practical problem of the present day is not to distribute the 
earned increment of association, but to monetize the unearned increment of 
association, and to distribute it. That is the basis of the social credit idea. 


By Mr. MacMillan (Saskatoon) : 


Q. You would print bills against it?—A. You are putting into my mouth, 
sir, mechanisms which I am not suggesting. The mechanism does not necessarily 
arise out of the general principles of my plan. 
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_ Q. What process do you go through to monetize it?—A. At the present 
time you are monetizing a certain amount of this unearned increment of associa- 
tion, whenever the banks create money, whether they create money by printing 
their own bills, or whether they do it by creating loans. All I am suggesting is 
that that process be transferred to the public from the banking point of view, 
and not leave it with the banking system. I suggest this not because of any views 
that I hold on ethics, at all, but because you cannot utilize the tremendous pro- 
ductive power of the modern world unless you allow people to get the product, 
and you cannot let people get the product unless you give them the money with 
which to buy the product. 


By Mr. McGibbon: 


Q. In other words, you are going to conscript the brains, the energy and 
the intelligence of the people and distribute them to the masses?—A. On the 
contrary. The major portion of this modern production system is not due to 
the brains of anybody who is living at the present time; it is due to his ancestors. 
And there is no one of those present living people who can say that he is the 
sole owner of his ancestors’ activities. 

Q. I think you must say that they would be the sole owners of the major 
part, if they created it?—-A. I do not agree at all. If you put the best geniuses, 
either of engineering or of finance, or of anything else, on a desert island in the 
Pacific at the present time, and allow them to exercise their genius for the next 
five years, how much would they produce? 

Q. Put it the other way. Would you produce without their genius?—A. 
Quite a lot. The amount that the first class genius at the present time con- 
tributes to the production system, even though he be a very outstanding genius, 
is very small in comparison with what has come down to him as cultural inherit- 
ance. 

Q. That is quite right, but a few rule the world. Take the masses, and you 
will find that a very few in the world to-day supply the initiating adventure and 
so forth?—A. I do not in the least want to check that. All I am suggesting 
is that it is not very much use having those geniuses and those people who can 
run the world, unless you allow the general world to benefit by it. If you are 
suggesting that the world to-day belongs to those few financial geniuses, and 
that the rest of the population do not matter, of course, I quite agree. 

Q. I think the product of their genius and spirit and risk belongs to them to 
a great degree. You are going to commercialize it and distribute it free?—A. I 
am very interested in what you are saying, because it is a very reasonable point 
of view from certain aspects. You are under the stress of the idea that there is 
not enough to go around; and that because of the outstanding virtues of these 
particular people, whom you enumerate, they ought to have the first call, and 
the other people ought to have what is left. Now, if it were true in any realistic 
sense that these people could not have as much as they want practically, and yet 
there would be plenty for everybody else, I think I should be rather inclined 
to agree with you. But the real fact is that the trouble at the present time is not 
due to the fact that the rich are rich, and therefore the poor are poor. That is the 
only alternative theory to my theory; and I might suggest that if that theory is 
held, it is a certainty that the poor would want to have some of the riches of the 
rich. But my theory is not that. My theory is that there is a great deal of riches 
which are not available to anybody; and that it is possible to make those riches 
available to the less fortunate in the world, without taking anything from the 
rich. The trouble with the world at the present time is not that we are in a 
poor world, because we are obviously in a very rich world. We have a surplus 
of everything. Iam going to say what I said in this very room eleven years ago: 
if you have ten men who are crossing the Sahara desert, and they have only two 

[Major C. H. Douglas] 


508 SELECT STANDING COMMITTEE 


or three gallons of water to take them across that journey, then quite obviously 
the distribution of those two or three gallons of water is a matter of importance. 
If you put the same ten men in Lake Superior, then to argue about how many 
drops of water they are going to have is a waste of time. 

Q. Neither one of them produces the water?—-A. We have the water. The 
real basis of talking about these things at all at the present time is the admitted 
paradox of poverty amidst plenty. The real wealth exists at the present time, 
either potentially or actually. We have an unusable surplus and what we cannot 
do is to get this surplus over to the people who want it. My proposals are not 
to take wealth from somebody who has it, but to prevent wealth which either is 
produced, being wasted as it is being wasted at the present time all over the world, 
or else to make it possible for potential wealth, which can be produced and which 
is represented by unemployed plant and unemployed labour and so forth, avail- 
able to the people who want it. My plan is not to take wealth, which is already 
in the possession of certain people and give it to the poor. That is the alternative 
theory. If you do not agree with my theory, you must hold that other theory; 
that if it is not true, there is not sufficient purchasing power, then your theory 
would be—and there is only one other theory—that the only relief at any rate 
is to take wealth from those who have it. That is not my theory. My theory 
is there is plenty of wealth, and therefore you do not need to take it from any- 
body. You can monetize the wealth which exists and give it to those people 
who want it. 


By Mr. MacMillan (Saskatoon): 


Q. Then coming back to your statement of monetization, when you monet- 
ize it you create purchasing power; is that true?—A. Yes. 

Q. Then I suppose that is credit in the hands of the bank, is it?—A. That 
is a question of mechanism, what is commonly called credit. 

Q. Then, if it is credit in the hands of tne bank, a man goes into the bank 
and he borrows a certain amount of money and another man comes in and he 
says, I want a certain amount of currency—the two must work together— —A. 
In the working of the existing banking system, there is nothing fundamentally 
natural at all. It is simply a system like— 

Q. Does not that bring you finally down to the turning on of the printing 
presses?—A. No. 

Q. I cannot see how you can avoid it. Perhaps I am a little thick. 


By Mr. Irvine: 


Q. Mr. Chairman, I think that Major Douglas explained that the increase 
of wealth due to association in production is the basis for the national dividend 
which he suggests in his proposals; and I think another method of monetizing 
that increase of wealth in what you, Major Douglas, have called “just prices.” 
I think you said to-day that in your method you would utilize that credit for 
distribution and reduction of prices. Would you care to explain that point a little? 
—A. Yes; it was raised by one of my cross-examiners this morning. It was 
said that there had been experiments in inflation at various times and those had 
been disastrous. With that I should entirely agree. The essential of what is 
called inflation, the distinguishing characteristic of what is called inflation, is 
not the creation of a number of additional tokens of money, but the creation of an 
additional number of tokens of money accompanied by rise of prices; and that 
rise of prices takes place for various reasons, but primarily because people find 
that products cost more money they would like to have more, and they raise 
prices; because people have money, they get the price, and you finally arrive 
at a state of affairs in which the actual purchasing power is exactly where it 
was before, because not only have your monetary tokens risen, but your prices 
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have risen in quantity, and the ratio is the same as it was before. But it is 
possible to apply the creation of purchasing power to the reduction of prices. 
That can be done by paying for an article from two sources. Now one source 
which is very familiar to the world, and which is used in many cases at the 
present time, is what is called the subsidy. For instance, it is being mooted at 
the present time, in unofficial circles, that British shipping should be subsidized 
to compete with foreign shipping. Assuming for the moment that that proposal 
were carried into operation, it would mean that British shipping would be sold to 
the actual purchaser, to the buyer of transportation services, at below cost. That 
would mean that the price of that service was lower. Now, in orthodox circles it is 
assumed you can apply that mechanism or that process only by raising the 
money which is going to pay the second source from which payment is made, 
by taxation; but there is absolutely no necessity of that at all, except on the 
assumption that you have already got more purchasing power that you have 
services available to meet that purchasing power. 


You could raise that subsidy, if you like to put it that way, by creation of 
fresh purchasing power, or exactly the same thing that takes place when the 
bank creates a loan. And nobody has ever suggested that, if you subsidize, say 
for instance, the shipping service, the process of subsidizing the shipping services 
raises the price of the cost of shipping to the people who buy the shipping. It 
does not; it lowers it. And exactly the same thing could be applied to any form 
of goods or services, with the result that you could increase the purchasing power 
in the country by lowering prices in that way without making a loss to the 
producer. 


By Mr. Euler: 


Q. May I ask one question? I think we all admit that there is plenty of 
wealth in the world, and that the purchasing power is not what we should like 
it to be, but I should like to ask Major Douglas this: What is his practical 
scheme, or plan, for getting the purchasing power into the hands of those who 
want it, and cannot buy?—A. I gave you one this morning. I have given you 
three. I have given to the world, if you like to put it that way, three, but I am 
continually being asked that. Would you mind considering the plans I have 
given you? 

Q. I am thinking in terms of the ordinary common citizens throughout the 
country who cannot buy the goods they would like to buy, which are in abund- 
ance in this country. Just exactly how would you get the money, or the 
purchasing power, into the hands of those people?—A. Quite. We will consider 
the scheme I gave you this morning. The result of that scheme is that every, 
let us say, Canadian, comes into possession of available stocks and shares in 
eventually practically every concern in the country, and the dividends on those 
stocks and shares become available to him as purchasing power to buy goods 
and services. 

Q. From whom?—A. That is the first proposal. 


Q. Who gives them to him?—A. Would you be good enough to read the 
plan I put before you? 


By Mr. Donnelly: 


Q. Referring to that point, I should like to know why you should not give 
them to people who own life insurance, to the insurance policyholders. They 
paid their money to the insurance companies and have made it possible for those 
insurance companies to make extra profit. Why should it not be paid back 
to the policyholders? Why should it be put into the hands of the general 
public; why this major discrimination in that way?—A. The point is not a 
very easy one to make clear, quite obviously, from the number of people who 
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ask the same sort of question. Even the mutual insurance concerns which dis- 
tribute bonuses only to their own shareholders always have large quantities of 
hidden and undisclosed and unmonetized reserves. Those unmonetized reserves 
are not available as a basis for the creation of purchasing power. What we 

want to do is to increase the general amount of purchasing power available. 
We do not want to take the physical assets which belong to those insurance 
companies away from them; we want to monetize them so that the monetized 
value of them becomes available as purchasing power against the general pro- 
duction capacity of the community. Have I made that clear? 


The CuarrMAN: What Mr. Euler wants to know is how are you going to 
get across the purchasing power to the man who is in need? 


Mr. Irvine: If Mr. Euler does not mind, I should like to go on, as I shall 
be through in just a minute. I am not going to allow questioners to “butt in” 
on me again, because I want to get through. I am very anxious, Mr. Chair- 
rman, for Major Douglas to show this committee that, if this committee were 
ready to adopt the plan, I personally have no doubt that the plan could be 
made in detail. It is correct to say at the present time our bankers have full 
charge of the monetary policy. 


The Witness: I think broadly speaking that is quite true. 


By Mr. Irvine: 


Q. And the objective of the banker’s policy to-day is not primarily to 
distribute the production of the producing system?—A. I think that must be 
undoubtedly true. 

Q. That must be undoubtedly true. Then, if we were to change the policy 
of our financial system so that the power to create credits was taken from private 
bankers, and made social, as it should be, would there be any more difficulty in 
submitting a detailed plan of technique to carry it out than under the present 
system?—A. None. 

Q. You are not advising any new inventions. You are quite as capable of 
producing a system or plan for that system as the bankers are for producing a 
plan for their system?—A. Certainly. 

Q. If you were commissioned by the government to draft a bank act to 
carry out your proposals, you could do it?—A. With assistance, I could. 

Q. I think you said, sir, that the proposal that you made here to-day was 
the first simple step which might be taken without the acceptation of the full 
proposal. I think also you indicated that so far as your proposals are con- 
cerned, the banks might still continue to administer even your proposals?— 
A. Personally I should be strongly in favour of it. 

Q. The thing that would be altered, however, would be the policy I take 
it?—A. That is the case. 

Q. An entirely different policy?—A. Yes. 

Q. I just have one more question. I am very anxious, as I say, to see a 
plan adopted because obviously, the plan at present in operation is not working 
and we are very anxious to get another one, and I would like to know just how 
we can begin at this time. I am not now suggesting the details and the tech- 
nique of doing it, I simply want to find out where we begin to do it; have we 
the right to do it, the sanction to do it, where do we begin?—A. That, of course, 
is coming down to constitutional questions, but I am very much inclined to 
say that the core of the problem at the moment is the British North America 
Act. 

Q. What relationship do you say the bankers should have to the govern- 
ment, or the government to the bankers, apart from certain influences, what 
would be the relationship?—-A. The relationship of the banks to the government 
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should be the same as that of the heads of any other service of the country. 
And when I say “service” I regard the food distributing concerns just as much 
a service as anything else, and I feel sure that if a government found, that, let 
us say, the whole of the food distributing services of this country were first of 
all monopolized and then were so run that food was being held up and being 
destroyed, and that sort of thing, they would say “This is a matter of our 
sovereign policy, or sovereign right, and we will not allow it to be done.” Exactly 
the same thing has taken place in regard to the financial system at the present 
time, and I have expressed my opinion before, and I will express it again, that 
it is the business of the government of this or any other country to say to the 
people who run the financial system of the country, or to the people who run 
the distributing concerns of the country: “ We are not going to tell you how 
this is going to be done, but we are going to have it done.” In other words, 
that their position as the sovereign authority in the country is not going to be 
usurped. That is what you have to do in order to get this thing done. It is 
not in the least necessary that they should know how to do it. The govern- 
ment should know what they want done; they want the goods over from the 
people who are producing them to the people who want them. 


By Mr. Vallance: 


Q. Major Douglas, I was very interested this morning in listening to you 
when you gave the illustration about exports from Japan, and I think you 
used the illustration of goods to the value of $100 in Japan being exported 
and the value received in Japan for any goods so exchanged being only half 
of the $100, that is $50?—A. Yes. 

Q. Now, the question I would like to ask you is, if Canada were able to 
produce the whole of the world supply of wheat and sell it on the world market 
at half of the cost of production to themselves, what would happen?—A. The 
result of that situation would be the same as it is in effect in Japan, that by 
taking away all the surplus production as fast almost as it is produced, it 
makes it possible to extend the production so that the basis for the creation of 
fresh credits is always being expanded. You simply keep a lower price level 
all over the world and the existing purchasing power enables the world to buy 
more goods. 

Q. Being an international character such as I know you are, you under- 
stand that wheat is the greatest problem that Canada is faced with to-day, that 
is to say, the distribution of her surplus wheat supply?—A. Yes. 

Q. Now, would you suggest that we to-day follow the illustration that you 
gave this morning of Japan by putting 50 cent wheat on the market and taking 
25 cents back for it?—A. I think that that would be a very much better thing 
than wasting the wheat. 

Q. You said something, I think, in answer to Mr. Irvine here, about sub- 
sidizing consumption, that you would subsidize consumption?—A. Yes. 

Q. You would subsidize consumption?—A. Yes. 

Q. Well, as an economist, or a banker, or an authority on both, would you 
not in subsidizing consumption encourage production?—A. Undoubtedly. 

Q. And could you visualize in Canada, for instance, the great prairies as 
you know them coming to the place where they could produce more wheat than 
could be consumed in all the world, perhaps?—-A. Yes, I could visualize that 
situation. 

_ Q. How would you handle that situation then?—A. I have considered that 
situation. It is a perfectly sound question to put to me, I may say, and I have 
no doubt finally that the result of putting my proposals into operation without 
anything else, the proposals that I have been discussing this afternoon, would 
be the means of bringing about that state of what is called prosperity, some- 
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what similar to that of 1927 and 1928, that is to say unbridled production. 
Following on that I think I heard someone say “ That is what we want,’ but I 
do not agree at all. I sympathize but I do not agree. Quite obviously, it is 
possible to be devoting too much land to the growing of wheat, and I think that 
ou of the best ways of dealing with that would be to deal with the transfer of 
and. 

Q. The transfer of land? 
to another. 

Mr. MacMitian (Saskatoon): What has that got to do with wheat? 


A. Yes, the transfer of land from one individual 


By Mr. Vallance: 

Q. What do you mean, Major Douglas, by the transfer of land from one 
individual to another?—A. What I mean is, transferring land to one individual 
who may know nothing about the growing of wheat. 

Q. What would be the result if I should want ’to transfer some of my land 
to Mr. Mackenzie here, tell me what you want to do?—A. I want to deal with 
the transfer of land. That is to say, I would refuse to allow additional land to 
be transferred for the purpose of growing wheat. 

Q. So that your financial control now is going into the ramifications of the 
commerce of the whole of the nation?—A. I think there is no doubt about it that 
some form of what is commonly called planned economy is inevitable, yes. 

Q. Did I understand you correctly yesterday at the luncheon you said you 
were an anti-socialist?—A. Well, that of course, is entirely a question of defini- 
tion. By socialism I commonly understand the nationalized administration of 
productive processes, and in that sense I think it will be quite correct to say that 
I am anti-socialist. 

Q. Let us get back to production. You say that you would subsidize con- 
sumption. You do not then argue that by the subsidizing of consumption you 
would stimulate production?—A. Oh, yes, I said you would up to the point 
where nobody wanted the product. 

Q. Now, it has been suggested that that is just a vicious circle; you subsi- 
dize me in the production of wheat, or in the consumption of wheat you are a 
subsidy believer?—A. No, I am quite open-minded about all these things. I 
would not let you have the land on which to produce it. 

Q. That is neither socialism or dictatorship, what is it?—A. It is social 
credit. 

Q. Then do you believe that the trouble up to the present has been that we 
have been subsidizing production by tariffs, if you like; you are not a tariff 
believer, are you?—A. No, I am quite open minded about all these things. I 
do not think I would agree that that is the cause of the trouble at all. 

Q. You do not believe that by the subsidizing of production in many ways 
it has brought us to the pass we are at now?—A. No, [ do not, most distinctly. 
I think I should say that what we have got to at the present time is the realistic 
side of it, that is to say, the production side. We have got definitely to the 
stage when there is enough for everybody. 

Q. Caused by what?—A. Caused chiefly by the progress of what is called 
science. 

Q. And encouraged through what?—A. Encouraged through the financing 
of production by the methods by which it has been financed up to the present 
time. 

Q. Your solution then would be to apply those principles to consumption, is 
that it?—A. Broadly speaking that is so, yes. 


By the Chairman: j 
Q. Unlimited production?—A. No, no. 
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By Mr. Vallance: 


Q. He says now that we have reached the point where we have probably 
produced all that we should produce. With increased production will we ever 
get to the point in consumption at which we now are in production?—A., Yes, 
I think so, quite easily. 

Q. But for the time being we have got to pay a bonus to the consumption 
end.—A. I have no doubt whatever that that is the idea, it is the consumption 
end, that is the wrong end. 

Q. I was rather surprised this morning when my good friend Mr. Hackett 
was addressing a few questions to you, you talked about a central pool, that we 
would take everything from a central pool. I could visualize the pool all right, 
and I could visualize it full, but what I want you to tell me is how did we get 
it filled so that we could all dip out of it?—A. Well, the position at the present 
time is that it is pretty full. 

Q. How did we get the pool filled?—A. How did we get the pool filled? 

Q. Yes.—A. Well, it came out of this modern productive machine. 

Q. So that now the modern productive machine has filled the pool with a 
small percentage of people contributing to it, you would suggest now by your 
scheme that we could make all the pool available to all the people?—A. That is 
it, yes. 

Mr. VauiaNnce: Well, that is the system I would like to see brought into 
being. 

Mr. Hacxerr: Mr. Chairman, I do not wish to ask any further questions, 
I merely want to make a suggestion. I think the committee would welcome the 
opportunity being extended to some of the bankers who are here to have occasion 
to put a few questions to Major Douglas at an opportune moment. 


By Hon. Mr. Euler: 


Q. I have only one question to ask. Major Douglas stated that he had 
already answered questions in connection with the New Zealand proposals. I 
have listened to Major Douglas with a great deal of interest, but I have not had 
an opportunity of reading those proposals carefully. I have read them only in 
a haphazard way just now, and I take it that his method of getting this pur- 
chasing power into the hands of the public is through the banks and the insurance 
companies, the declaration of certain dividends, and so on. Do you believe that 
by this method, which happens to be rather restricted, that result can be brought 
about, or can you prove to us that that would be in any way an adequate supply 
of the purchasing power which the people now need? Is there any relationship 
between the proposals here and the adequacy of your proposal?—A. No, it is not 
sufficiently adequate. In order to make it adequate it would require a com- 
pensated price to be added to it. 


By Mr. Donnelly: 


Q. With regard to your proposal that all profits earned by the bank over 
and above six per cent shall be applied to a reduction of overdrafts debited to 
customers of the bank, why not use such profits and apply them to deposits as 

_Well as to overdrafts?—A. Well, we are getting back to the same old question, 
as to whether the deposits create the deposits or the loans create the deposits. It 
was the people who made the loans, who took up the loans and made the deposits. 


By Mr. Willis: 


Q. Major Douglas, may I ask you what portions of trade and commerce 
your system would change? We are getting to the ramifications of your system. 
What other portions of trade and commerce would it change other than banking; 
you also mentioned the question of insurance; you mentioned the question of the 
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transfer of land; what other portions of trade and commerce would it change? 
—A. It would not in itself change the general organization of business at all. 
What it does do, I think, unquestionably, as one of the last questioners elicited 
from me, is immediately to induce a very considerably increased production, in 
other words, it does bring back the happy days of 1926 and 1927. That is the 
probable result of it. I do not mean though that it is at all a desirable thing 
that the whole world should be covered over with factories, or even with wheat 
lands and, therefore, some means of dealing with that situation is necessary, 
but so far as the administration of businesses which are in existence 1s concerned 
it does not make any difference whatever. It merely enables them to go on 
working. 

Q. Are you suggesting, Major Douglas, the control of factories as well as the 
control of lands?—A. You have the control of factories now. 

Q. In what sense?—A. Well, you have Factory Acts, presumably, in Canada, 
dealing with hours of work; practically everything is controlled. 

(. That is in regard to working conditions, not in regard to the factory or 
its ownership. Would you change that?—A. Not in the least. 

Q. In the case which you cited to Mr. Vallance, when Mr. Vallance was 
going to transfer his land to Mr. Mackenzie, you said you would prevent that. 
What would become of the ownership of the land in case of the death of Mr. 
Vallance, which we would all greatly regret?—-A. I should not prevent the sale 
of the land, but I should say that the use to which that land should be put 
would be subject to overriding questions of policy. It is really a question of 
eminent domain which is a principle which is admitted practically over the 
whole of this continent and in. England at the present time. There is no such 
thing existing at the present time as ownership except as a question of 
expediency. 

Q. Coming down to the practical question, assuming that Mr. Vallance’s 
land would only grow wheat what is going to happen to it?—A. Quite obviously 
you would allow Mr. Vallance’s land to grow wheat and you would prevent the 
transfer of some other land which was not suitable for growing wheat. 

Q. Major Douglas, you have some sort of system. I understand your sys- 
tem contemplates a subsistence to everyone?—A. Yes. 

Q. A certain minimum subsistence to everyone?—A. Yes. 

Q. How much is that subsistence?—A. Depending on what the system—I 
do not mean my system—can produce. I mean depending on what the producing 
system can comfortably produce, together with a willingness on the part of those 
who operate that system to produce it. . 

Q. Well, would that include food, clothing and shelter, for instance?— 
A. Certainly. 

Q. And what else would it include?—A. I cannot say without looking into 
the powers of the production system in this particular country. 

Q. Would those persons have to work?—A. Not if their work is not wanted, 
certainly not. 

Q. What if it were wanted and they did not desire to work?—A. Well, that 
is quite obviously a question of sovereign authority, but I think that if you 
have a man who definitely does not want to work in the world, at the present 
time, you are very much better off without his work. There is quite enough 
available labour which wants to work without our being cluttered up with 
having to administer people who do not want to work. 

Q. I think, Major, you over-estimate those who really desire to work.— 
A. I do not believe I do for the moment. I thing it is a complete fallacy 
that in a reasonably healthy population that any considerable proportion of 
that population does not want to work. 

Q. Could you elaborate with a few more details, for instance, to tell us how 
I would get a share of Mr. Vallance’s money, because he has plenty and I have 
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none.—A. You do not get a share of his money at all. He keeps all the money 
he has got. 


The CHAIRMAN: He is Scotch. 


By Mr, Willis: 


Q. Major Douglas, where does my subsistence come from?—A. It comes out 
of the fresh creation of money just as a bank loan does at the present time. 

Q. You mean a new printing of money?—A. No. 

Q. I must say that is still a little indefinite—A. Well, may I suggest that 
the simplest method of answering that question for yourself and anybody else 
who wants to ask it, is not to ask me about the working of my system but to 
look carefully into the working of the existing system. 


Mr. McGiszson: Oh, no, you are giving us a new solution—A. I am not 
giving you anything that has not been actually tried in its component parts 
at the present time. 


By Mr. Wills: 


Q. That is precisely the situation, we have looked and we have not seen 
the light, therefore, we thought you were bringing us a plan or system which 
would help us, and of that plan we desire details—A. Well, if you desire me 
to give you a series of lectures on how the existing financial system works, I 
shall be delighted to do it, but the existing financial system at the present time 
is continually creating fresh purchasing power without using the printing press. 

Q. For instance, we have systems on this continent such as the N.R.A., the 
C.C.F. and other systems, and we have at least a certain amount of detail in 
regard to those. To my mind we have not laid the basis of your system. May 
I ask how it would affect government finance in this country?—A. Would it 
affect government finance? 

Q. Yes.—A. Yes, it would make possible the practical abolition of taxation. 

Q. It would make possible the practical abolition of taxation?—A. Yes. 


The CHairMAN: All right, let us have it. 


By Mr Willis: 


Q. With all due respect to the Minister of Finance, Major Douglas, you 
should have his position now. How would your system affect railways in this 
country?—A. It would make them pay. 

Q. In what way?—A. Because it would provide the general public of this 
country with the means to travel on the railways which they have not got 
at the present time. 

Q. Well, what would you do with the present debt of the railways?— 
iy I should make it earn sufficient money to amortize that debt very 
quickly. 

Q. Major Douglas, will you have time when you are here to visit the 
Minister of Railways? Would your system or plan affect, for instance, the 
production of gold and its control?—A. I would suggest the institution of a 
survey of the teeth of the country. From my point of view, the mining of 
gold is only of importance to the extent that it is required for the stopping 
of teeth. Beyond its use in the arts, it has no value. 

Q. You would not contemplate, for instance, the nationalization of mines? 
—A. Not of gold mines; it would not be worth while. 

Q. Does your plan contemplate nationalization of anything in this country, 
for instance?—A. No. 

Q. Your plan, Major Douglas, is practically in its entirety a monetary plan, 
is that right?—A. That is absolutely right. 
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_ Q. Your system does not contemplate, for instance, what you might call a 
shirt system, like the Nazis or any other such system?—A. Absolutely not. 


By Hon. Mr. Euler: 


Q. Just going back to the question I asked, I think you said to Mr. Willis 
that the operation of your plan would ensure a comfortable subsistence for 
everyone, that is, if advantage were taken, perhaps to the full, of the national 
credit. Now, the system which you have proposed here, I think you said a moment 
ago, 1s not adequate. I think it would be desirable to have a system proposed 
so that it would be adequate in order that everybody would have a complete 
subsistence, and I was wondering whether you would care to outline further pro- 
posals that would make the system adequate?— Is that asking too much?—A. 
Well, I think I anticipated that question when I said, that I feel sure that any 
proposals that I could put forward at the present time would not be accepted 
gracefully by the people who are in control of the present system, and it would 
be suggested that it would be interesting to have another plan. That does not, 
of course, apply quite obviously to you, sir, but the point is this: That we have 
to face the fact that this power of monetizing of real wealth is the most valuable 
monoply which exists in the world at the present time. The real problem is not 
to put forward a plan which will work, because I think I can say without being 
immodest, that either I, or, probably, quite a large number of people, could put 
forward such a plan. The problem is to put forward any plan and force its 
acceptance. I use the word “ force” designedly. Now, it is not the slightest use 
proceeding further if you will not accept, let us say, a small instalment. I prefer 
going step by step. 


By Hon. Mr. Ralston: 


Q. Major Douglas, following Mr. Euler’s question and with regard to going 
step by step, I have, like other members of the committee, glanced over the 
New Zealand proposals and have endeavoured to get into my head their 
details, and just before you finish I think, perhaps, we should have you tell us 
definitely just what this first step involves. As I understand it, what you are 
aiming at here are the two members of the financial institutions in this coun- 
try, that is, the banks and insurance companies, you are picking them out first, 
are you not?—A. Yes. 

Q. And you are proposing, as I understand it, in the first place to have the 
banks limit their profits to six per cent of their subscribed capital?—A. Yes. 
That is not a matter of principle, that is a matter of expediency. 

Q. But that is the plan, that is the first step, is it not?—A. Yes. 

Q. And it is submitted as a practical plan?—A. Yes. I do not mind if 
you change six per cent to eight per cent. 

Q. I understand that this is submitted by you as a practical plan?—A. 
As a practical plan. 

Q. And you think it is as far as you can go in any plan, having regard 
to the difficulties that you say will be met, that is to say, the difficulties by way 
of opposition to the proposal, and so on?—A. Yes. 

Q. And you would not attempt at this stage to go any further than that? 
—A. I should say, to rephrase that, that when I can get agreement to go that 
distance I would be quite prepared to make additional suggestions, but if you 
won’t go that distance any further suggestions are a waste of time. 

Q. We ought to examine these suggestions at any rate, and these sugges- 
tions do deal with, to my mind, the system of financial institutions in this or 
any other country?—A. That is so. 

Q. So that if you have a distribution of the so called purchasing power 
resulting from surplus assets and surplus earnings of these two institutions, 
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you have taken care of a good deal of what you might call the general finan- 
cial system, have you not?—A. Yes, if you understand the implication of the 
whole of what is there you certainly have. 

Q. I want to find out to see if we do understand the implication of just 
what is in your proposal or scheme. You have been working at this for a long 
time, have you not?—A. Yes. 

Q. How long?—A. Well, it is very difficult to give you an exact answer. 

Q. Ten or fifteen years?—A. Oh, yes. 

Q. And this plan which you have submitted to us this afternoon is as far 
as you feel you could recommend to any body of intelligent people to go, having 
regard to the situation in the world to-day?—A. No. It is as far as I think 
any body of intelligent voters, or members of parliament, at the present time, 
are likely to accept as a first step. 

Q. And you say this is the limit so far as a practical scheme is concerned 
just now?—A. Let us leave it at that. 

Q. Now then, the first proposal is this, as I understand it, that the dividends 
payable by the banks shall be limited to six per cent of their subscribed capital? 
—A. Yes. 

Q. And that a fund be established consisting of the difference between the 
six per cent and the actual profits which are made by the bank, and that fund 
is called “Suspense Account No. 1,” or is that No. 2?—A. I think that is number 
two. That is the least important. 

Q. That is the least important?—A. Yes. 

Q. And that fund, as I understand it, so far as the banks are concerned, is 
to be devoted—correct me if I am wrong—towards paying, or towards reducing, 
overdrafts of customers with the banks?—A. Suspense Account No. 1 is applied 
to the overdrafts. 

Q. Let us take Suspense Account No. 2, let us see to what that is applicable. 
That is applicable to the interest on overdrafts, is it not?—A. That is right. 

Q. Then the only portion of the community which will benefit by that are 
those who have carried overdrafts with the bank and who have paid interest 
on them?—A. That is so under that particular clause. 

Q. When I talk about overdrafts I mean to say an amount greater at the 
debit of my account than at the credit of my account?—A. Yes. 

Q. Is the overdraft the difference between the two?—A. Yes. 


By Mr. Coote: 
Q. You would not include notes in that, would you?—A. Yes. 


By Hon. Mr. Ralston: 


Q. You mean borrowers from the bank?—A. Yes. 

Q. Have you figured out what percentage of the population that is?—A. In 
Canada, no. 

Q. In New Zealand?—A. Yes. 

_Q. What percentage?—A. Well, would you excuse me from answering that 
as 1t applies to New Zealand. 

Q. It is not a matter of common knowledge, is it?—A. No. 

Q. Would you be good enough to make an estimate from your general experi- 
ence in working out these problems??—A. Broadly speaking, very nearly every 
agriculturist in New Zealand is indebted to the banks. : : 

Q. Give us an estimate of the proportion of the population in Canada that 
you think are borrowers from the banks.—A. When you say “borrowers from 
the banks ” you mean having notes discounted, and so forth? 

Q. Yes—A. I should be purely guessing as to Canada, but I should think 
that in the Western Prairie provinces something like sixty per cent, or something 
of that sort, of agriculturists are indebted to the banks. E 
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Q. Sixty per cent of the agriculturists?—A. I should think so. I am putting 
it at what I should imagine would likely be a low figure. : 

Q. Could you give us an approximate estimate for all Canada, I mean just 
an estimate?—A. I am, of course, entirely at your disposal, but could not you 
get the information much better from somebody else than from me. 

Q. I probably can, but we are trying, right now, to get it into the record 
to see just exactly just how this plan works out. 

The CHatrMan: Would you not estimate a figure, Colonel Ralston, and 
then ask questions on that. 


By Hon. Mr. Ralston: 


Q. Would ten per cent of the gross population of the Dominion of Canada 
be borrowers from the banks?—A. The adult population? 

Q. Ten per cent of the gross population?—-A. Well I do not suppose children 
borrow from the banks. Assuming families to be four which is a figure that is 
very common, that would make forty per cent of the adult population. I should 
say that directly or indirectly probably certainly twenty to twenty-five per cent 
of the total population of Canada were borrowers from the banks in one form 
or another. 

Q. Directly or indirectly?—A. Yes. I mean, for instance, it is quite obvious 
that if I am an employer of labour and I borrow the whole of my payroll from 
a bank, those people that I am paying money to indirectly are borrowers from 
the banks. I am simply borrowing as an employer of labour. 

Q. Well, I want to get your estimate because you put up this New Zealand 
proposal, and I assume you would suggest that it might be workable in Canada? 
—A. Yes. 

Q. Your estimate is that perhaps twenty to twenty-five per cent of the 
gross population of Canada are directly or indirectly borrowers, that is to say, 
either that, or the head of their family, or the head of the organization for 
which they work, borrows from the bank?—A. Unquestionably. 

Q. Is there any objection to telling me what the annual amount would 
be in New Zealand which would be for distribution under this scheme?—A. 
No, it is impossible to tell you that, because in regard to Suspense Account 
No. 1 I do not think anybody knows what the realizabie or, if you like, the 
cost value of the bonds is which are either held directly or indirectly by banks. 
The first thing you have to do is to get at those figures, and I feel fairly confi- 
dent in saying that would be surprising. 

Q. Let us keep to Suspense Account No. 2 for a minute. Then I suppose, 
by the same token, you have made no estimate as to the annual amount which 
would be distributable under Suspense Account No. 2 in New Zealand, that is, 
the difference between six per cent and the actual earnings of the bank?—A. 
The two things are undoubtedly interconnected, because if you assume that 
the assets which come into the control of a bank during a year are part of 
their profits and are not written down, then the profits go up normally. If you 
write those things down the profits go down but the undisclosed assets go up, 
so that the fundamental object of both dealing with the capital account of 
the bank and the interest payable by the bank, the dividend payable by the 
bank, is to get it either one way or the other. 

Q. Major, I do think we have got to try to stick to one thing at a time, 
and I was hoping that you might at least be able to give us an estimate—A. 
I am telling you that it is utterly impossible to get an estimate without know- 
ing this fact, what is the actual value on some basis of valuation bearing some 
relation to the market price of the assets which are held either directly or 
indirectly by banks. That affects the real profits of the banks. Take for 
instance the figure I gave you this morning in regard to the westernized world, 
that is, seventy-five per cent of the real assets of the westernized world at the 
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present time were either directly or indirectly under liens to the banks, that 
seventy-five per cent of the capital assets is profits to the banks but undis- 
closed, 

Q. I heard you say that but it is not germane to my question. What I am 
trying to do is to see how much money is disbursable to these borrowers of the 
banks in New Zealand, and I take it from you that you have not made any 
estimate of that?—A. I have made some estimates but they have no bearing 
on this particular form of question that you are asking. 

The CHarrMan: Gentlemen, shall we adjourn till eight o’clock tonight? 
It is obvious we can give only one day to this discussion. 

The Wirness: I am sorry, Mr. Chairman, I cannot be here tonight. I 
am on the air tonight. 


The CuarrMan: Would it be possible for this committee to meet tomorrow 
morning at eleven o’clock? Major Douglas tells me he cannot come tonight, 
he is on the air. Shall we adjourn until tomorrow morning at eleven o’clock. 

Mr. Moranp: I do not see how that is possible, Mr. Chairman, in view of 
other committee meetings. 

The CHatrMaAn: It is quite obvious we cannot meet tonight, and we cannot 


meet tomorrow morning. We will, therefore, adjourn now until eleven o’clock 
Thursday morning. 


The committee adjourned at 6 p.m. to resume on Thursday, 19th April, 
at 11 a.m. 
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House or Commons, 
April 19, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. R. B. Hanson in the Chair. 


The CuairMan: When we adjourned on Tuesday, we had not quite finished 
with Major Douglas. He is still available for cross examination, for a brief 
period this morning; but we have other witnesses summoned for this hearing, 
and I hope the whole session will not be taken up with Major Douglas. 


Major C. H. Doveuas recalled. 


By Hon. Mr. Ralston: 

Q. When the committee rose on Tuesday, we were trying to get at some 
sort of estimate of the probable amount of suspense account No. 2, which was 
the difference between the earnings of the banks for a year and 6 per cent 
dividend on paid-up capital. My object in stating this is to recall my questions 
to your mind?—A. Yes, I remember. 

Q. I was asking you whether you had made any estimate as to what the 
amount of that suspense account would be, so far as New Zealand is concerned? 
—A. I remember exactly what happened, sir. I was endeavouring to explain 
to you that that figure could be arrived at only by knowing what is not treated 
as profit, or earnings, i.e. transferred to capital account and written down. As 
those figures are not available, it is impossible to answer that question. 

Q. I asked you, and I ask you again, did you make any estimate as to 
what that figure would be for New Zealand?—A. I formed a general opinion, 
subject to the eliciting of precise figures; but I am not prepared to put those 
figures forward. 

Q. When you say you are not prepared, you mean you have not them in 
sufficiently definite shape, or you regard it as—A. I mean exactly what I say; 
I am not prepared to put them forward. 

Q. You are content to leave it at that?—A. That is right. 

Q. Now, let us take the position in Canada. We are all interested in what 
you are interested, the increasing of the purchasing power?—A. Right. 

Q. And the mechanics which you have suggested for that purpose, at least 
one of the phases of endeavour is the distribution of what you regard as surplus 
profits—or profits of the banks above 6 per cent on subscribed capital—is that 
so?—A. Yes. I should like to amplify that description of it. What I am chiefly 
concerned with is the distribution of—a furthur monetization of—profits, which, 
at the moment, remain unmonetized. 

Q. I am speaking about the mechanics of the scheme?—A. Those are the 
mechanics. 

Q. The mechanics of the scheme are the definite proposal to take 75 per 
cent of the excess of profits of the banks above 6 per cent on subscribed capital 
and distribute that percentage among the borrowers from the banks?—A. Yes. 
The scheme is written down, I think, quite plainly, and can be referred to. 

Q. Major, we have to describe it some way, and I should like, if you would 
permit me—A. Might I say— 

Q. Would you just permit me, for a moment. You read the New Zealand 
proposals very quickly to the committee—A. You have, presumably, a printed 
copy thereof? 
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Q. You read it very speedily to the committee, and in it one finds some 
reservations, and so on; and I want to get from you just an explanation. I 
think it is very important to the committee for you to explain the scheme and 
answer such questions as I am suggesting, making any reservations you think 
proper. Now, the form, or the general outline, at least, of the method of 
distribution is really most important. Looking at the Macmillan report, I find 
that—A. Might I ask, do you refer to the English Macmillan report, or the 
Canadian? 

Q. The Canadian. I find that in the last ten year period there has been 
available, for dividends—in Canadian banks—about $17,000,000 per year?— 
A. Quite. 

Q. Have you looked to see what is the paid up capital of Canadian banks ?— 
A. No; I should think it is— 

Q. Perhaps you will take my word for it, based on the Macmillan report ?— 
A. Certainly. 

Q. The average paid up capital, according to the Macmillan report, is 
$123 ,605,663. You are proposing to allow only 6 per cent on that paid up 
capital; is that so?—A. That is the figure stated in the New Zealand scheme. 

Q. Do you think that is quite fair, if capital has been supplied at a pre- 
mium? Do you think a man should not be allowed 6 per cent on the actual 
money that he has invested?—A. Well, the answer to that, of course, is that 
the same complaint, if one might use the word, is made, when the public buy 
shares at a premium and, by the operation of monetary policy, those shares 
drop very much below the price at which they were bought. The same argument 
applies both ways. 

Q. I wonder if you would just answer my question?—A. I should say fair- 
ness does not enter into the question, in either case. 

Q. In other words, notwithstanding the fact that somebody pays at the rate 
of $140 for his $100 share, you say he should receive, or it is not unfair to permit 
him to receive, only 6 per cent on $100?—A. Well, if you wish to raise that as 
an objection to the scheme, then my answer is that the actual subscribed capital 
is so small, in comparison with the transactions that are carried on by the bank- 
ing institutions, that even if you compensate those who bought at the higher 
rate, you will not be faced with any formidable problem. 

Q. Let us assume we do compensate them to the extent of allowing them 6 
per cent. I find also, from the Macmillan report, this, that, in addition to the 
$123,000,000 odd paid up capital, 42 per cent of the amount of reserves and 
undivided profits represented premium actually paid in by shareholders; and 
42 per cent of the reserves and undivided profits which I think is about 
$144,000,000, would mean that another $57,000,000 ought to be added to the 
$123,000,000, in order to find the amount on which we would pay 6 per cent 
dividends?—A. Why? 

Q. Because that is the premium. You were suggesting that they should be 
compensated, or possibly it would be fair to allow them to be compensated for 
the money they had paid in as premium?—A. Yes, but you have lumped reserves 
and undivided profits? 

Q. You misunderstand me. I have said that 40 per cent, or 42 per cent, 
of the reserves and undivided profits of the banks is represented by money 
actually paid in by shareholders as premium on their subscribed shares?—A. I 
am sorry, I misunderstood. They paid that much extra for their shares. 

Q. So the total amount of capital on which you would be willing to allow— 
I am suggesting “ willing” under the scheme for the purposes of argument—6 
per cent would be in the neighbourhood of $180,000,000?—A. That sounds so. 

Q. And 6 per cent on that is $10,800,000?—A. Quite. 

Q. Leaving $6,200,000 of the $17,000,000, which as I said is the annual total 
amount available for profits?—A. I presume so, yes. 
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Q. Leaving $6,200,000 of the $17,000,000 annual amount available for 
profits?—A. Right. 

Q. Of that $6,200,000 you take 75 per cent?—A. Right. 

Q. And 75 per cent of that is about $4,500,000?—A. Right. 

Q. And that is your suspense account No. 2 which you say should be dis- 
tributed annually among the borrowers of the bank?—A. Suspense account No. 
2, speaking from memory, is the one which goes to the reduction of— 

Q. Interest?—A. That is right. 

Q. Do you know approximately how many borrowers there are from the 
banks?—A. No. You were going to—someone was going to—tell me. 

Q. I am informed that there are about 400,000?—A. Yes. 

The CuHatrMaAn: Direct borrowers. 


Witness: That is, direct borrowers. 


By Hon. Mr. Ralston: 


Q. Yes—A. Of course, there are very many more through intermediate 
credit institutions. 

Q. I beg your pardon?—A. Of course, there are no doubt, very many more 
through intermediate credit institutions. 

Q. Which would mean, probably, about $10 to $12 apiece per year for those 
borrowers out of this suspense account No. 2?—A. Let us say, on your figures, 
yes. 

Q. Then the amount of increased purchasing power to be given is $10 to $12 
apiece to 400,000 borrowers on account of their interest, so far as suspense 
account No. 2 is concerned?—A. Taking those figures, of course, to be correct. 
My suggestion in regard to the situation would be, if the matter is, as you 
apparently are trying to suggest, a matter of small importance, why not try it 
and see what happens? 

Q. I beg your pardon? 


The CHairMAN: Why not try it and see what happens. 
Mr. Baker: Experiment. 


By Hon. Mr. Ralston: 


Q. Do you regard it as a matter of large importance to you, the distribution 
of $10 a piece to 400,000 people?—A. I regard it as a matter of considerable 
importance to carry out the provisions of the scheme, yes. 

Q. In other words, we have the purchasing power of that number of indi- 
viduals increased by $10 to $12 per annum?—A. Suspense account No. 2. 

Q. Now then, in regard to suspense account No. 2 which is produced from 
the insurance companies profits. That account is distributed in the same fashion, 
is it not—A. It is. 

Q. It is distributed among how many people?—A. Well you have obvi- 
ously, more information on statistics than I. You tell me. 

Q. I do not know. It is distributed—as I understand it, correct me if 
I am wrong—to everybody over 21 years of age who cares to send in an appli- 
cation for his share of free debentures or stock——A. Well yes. Ultimately, of 
course, taking it on an actuarial average, that is to say, some people may 
apply for one share, and some people may apply for another. They exercise 
their freedom of choice as to which of the assets of the company that is being 
created in that manner they prefer to have back, or have a share in; but taking 
it over infinity, of course, they apply equally for all shares and the result is that 
you might say in a population of one and a half millions, which is about the 
population of New Zealand, and taking the average family as four, presum- 
ably you would have about a quarter of a million who would be applying for 
those shares. 
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Q. In Canada you would say, I suppose, you would have at least one out 
of four or two and a half million people applying for shares?—A. I presume 
there are figures available on how many people there are over 21 in Canada. 

Q. It would at least be that, probably a little more?—A. Probably a little 
more. 

Q. So that the insurance fund distribution to each individual is reduced 
by the increased number of beneficiaries as compared with the banking insti- 
tution?—-A. That is right; that appears to be right. 

Q. Now, I should like to ask you with regard to suspense account No. 1, 
because the Chairman has intimated he does not want to detain long. As I 
understand it, suspense account No. 1 is made up by taking the book value 
of bank assets and substracting that from the market value of bank assets?— 
A. Taking, of course, into consideration what is the actuarial value of the liens 
held by the bank. 

Q. I beg your pardon?—A. Taking also into consideration the actuarial 
value of the liens held by the banks. If I hold a lien on somebody else’s prop- 
erty, that lien has value. 

Q. I suppose the value of the lien against my loan could not be more than 
the amount of my debt to the bank?—A. That is right unless—there are con- 
ditions under which it might be. If you had a lien on property of mine which 
was worth $100,000 and you had loaned me $10,000 on that, and yet you knew 
that it was impossible that I should ever repay you $10,000; in that case, the 
value of your lien would be more than $10,000. 

Q. That presupposes the property is not worth any more, because it would 
not be impossible for you to repay if the property were worth $100,000. If 
the property were worth $100,000, it would not be impossible for me to repay 
you $10,000?—A. There might be nobody willing to give the $100,000. 

Q. Then it would not be worth $100,000?—A. I do not agree with that at 
all. By a change in the monetary policy it might be— 

Q. I remind you that your theory is based on market values; the market 
value is the thing you are marking up against the banks?—A. Yes; but the 
market value of any article depends almost entirely on the monetary policy. 
It depends, obviously, on how much money there is available. How much 
money is available depends on the monetary policy. 

Q. The definition of market value, as I have always understood it, is the 
price which a buyer who does not have to buy would pay to a seller who does 
not have to sell?—-A. Yes, governed by the fact that the buyer who wants to 
buy has money with which to buy. 

Q. That is a part of market conditions, is it not?—A. Market conditions 
are the result of monetary policy. 

Q. But a part of market conditions?—A. Yes. May I point out that if 
I, not as a single institution, but as an organization, have the power of deter- 
mining monetary policy, then quite clearly the market conditions are under 
my control, as well as everything else. 

Q. But then, under those conditions that you have presupposed you are 
setting up machinery here to take something from the banks, or the insurance 
companies, in excess of the book values of their assets. Then those market 
conditions do exist at the present time?—A. Yes; subject to the proper defi- 
nition of market conditions, certainly. 

Q. That is present market conditions, is it not?—A. Subject to the proper 
definition. For instance, if I had a thing which I could not sell immediately, 
and I was not forced to sell, I should not say necessarily that a thing that I have 
at the present time, for which, at the moment, I can get only $10,000, when I am 
not a forced seller, I should not say that was necessarily the value of the pro- 
perty. I should say if I held that, I am going to hold it, it is worth $25,000. 
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Q. In other words, in connection with the valuation of assets, do you mean 
to say that you do not mean the market value to-day. Do I understand that 
when you are finding out how much assets there are for distribution, you do not 
mean the market value to-day but that you mean the market value some time 
in the future?—A. Not at all. Take the method which we applied to valuation, 
of say, coal royalty. You might have coal deposits which are not being worked, 
and which could not be sold at all at the present time, It is possible to get the 
valuation of that thing, just depending on the expectations that at some future 
time— 

Q. You sell it on the expectation do you not?—A. If you want a fact I will 
give you lots of facts about it. It not only has a value but you are very often 
taxed on it. 

Q. Expectation is one of the possibilities, one of the facts which enter into 
the present market value?—A. Yes, but not the present selling value. The two 
things are quite different. 

Q. Now then, just let us take this matter of Suspense Account No. 1 for a 
minute, whatever the market value may be, you propose to deduct the book 
value from the market value of assets and distribute 50 per cent, or 75 per cent, 
of that amongst the borrowers. Have you made any estimate of what that 
would amount to, either in New Zealand or in Canada?—A. I think I said before 
what this amount was. 

Q. Well, just let us assume that you have done that, that at the end of this 
year you have taken the securities,—I think the banks say that they are hold- 
ing securities to the amount of $833, 000,000 at the present time —A. That is what 
they say. 

Q. And assuming that, according to your figures, they are worth on the 
market 10 per cent more than that; let us say they are worth $900,000,000; that 
leaves $67,000,000 for distribution—A. For the purpose of argument, I am 
delighted to accept any figure you like, but I should not like to accept that figure 
as being anything of the order of the figures— 

The CuHarrmMaNn: Well, assume Colonel Ralston’s hypothesis. 


By Hon. Mr. Ralston: 


Q. Let us assume that we have $67,000,000 cushion or margin in the secur- 
ities held in the bank.—A. All right. 

Q. Now then, what you propose to do is to take 75 per cent, which would 
be about $46,000,000 or $47,000,000 and you propose to divide that among those 
400,000 borrowers, is that so?—A. In the form of shares that is. 

Q. No, no, in the reduction of overdrafts——A. Oh yes, that is mght. 

Q. That is, you credit each borrower with roughly $120 on the basis of those 
figures.—A. On the basis of those figures, yes. 

Q. And having done that, Major, you are exhausted are you not? The 
increased value, or the increased excess value, you do not get that every year, 
do you?—A. Not unless an increased amount of capital assets come into the 
hands of the banks. You have at least an increment of very large dimensions 
in the last forty or fifty decades. 

Q. Now then, let us suppose that we have distributed our $46,000,000 to our 
400,000 borrowers on the basis of crediting $120, and the next year the stock 
market goes down 10 per cent then what do you do? In order to pay out that 
$67,000,000, or $46,000,000 we have had to write up our assets to the real figure 
$900,000,000?—A. Yes. 

Q. We have had to have something to charge it up to—A. To within 25 
per cent. 

Q. Therefore, when next year we come to figure the difference between our 
book value and market value we have a new book value compared to the year 
before.—A. Yes. 
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Q. Now then, we find this new book value is 15 per cent above the book 
value of the year before—A. The whole of that argument is based on the as- 
sumption that the real wealth of the world is fluctuating up and down according 
to the state of affairs. My positive contention is that it is not; it is rising all the 
time. 

Q. Major, if you will please permit me, we are dealing with a specific plan 
of distribution, of a certain number of shares of stock owned by certain institu- 
tions, and I am asking you, assuming that the fluctuations are down in these 
shares, what would you do at the end of the next year?—A. Then I should expect. 
you to put into operation methods which would prevent it ever going down. 

Q. That is not the scheme, is it?—A. I specifically informed you that this 
was an instalment of the scheme. 

Q. I know, but that is not in the scheme?—A. No. 

Q. I thought this scheme was the first step in a practical scheme?—A. It is. 

Q. And I am asking you, in that connection, what would you do when you 
have lost the value of the assets or made a substantial loss in the value of the 
assets?—A. The only possible way of giving you any answer is for you to give 
me the reason as to why the value of these assets should go down. 

Q. Major, I am not mentioning any theoretical possibility—your shceme is to 
take things as they are and I am trying to get some information for myself with 
regard to the merits of your scheme as a workable proposition to be put in the 
form of legislation in the Dominion of Canada under existing conditions—A. 
Oh, the very first thing to do then is to get the figures required to find out what 
ig involved in the scheme. 

Q. I am trying to get them from you. I assume when you put forward this 
scheme it was for the purpose of suggesting to us a workable proposition that 
could be put in the form of legislation, and that you would be able to give us 
some idea how, through your scheme, so much purchasing power would be distri- 
buted—A. I can tell you this, that there is not the very slightest doubt about it 
that the amount of purchasing power available bears no relation whatever to the 
true value of the bonds which would form the basis of the purchasing power. If 
that were so, it would be impossible for the purchasing power not to be available 
against goods and services which are available. 

Q. Yes, but we are dealing with a specific institution; you do not mean that 
in regard to the assets held by the bank—A. If you take the estimate, that a 
very large proportion of the available assets of the country are held either direct- 
ly or indirectly by the banks, which I think is very largely admitted everywhere, 
then that must be so, that is, if you assume that. 

Mr. Hacxerr: The Canada Year Book shows, Mr. Chairman, that that is 
an inaccurate assumption. 


The Wrirness: I have not the available figures. 


Mr. Hackett: There are figures available by the Bureau of Statistics which 
show that your assumption is entirely inaccurate. 


Mr. Irvine: What are those figures? 
Mr. Hacxetr: They are right hére. 
The Witness: Well, I have no doubt there are eminent bankers ae and 


perhaps they would tell us whether their assets are valued at what they consider 
their full value. 


By Hon. Mr. Ralston: 

Q. I have just been informed by one of the general managers with regard to 
the total assets held by his bank. As I understand it, securities, loans—everything 
that they include in the name of assets—amount to be between five and six billion 
dollars, that includes both the banks and insurance companies, the banks have 
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roughly three and a half billions and the the insurance companies roughly one 
and a half billions, and the Bureau of Statistics shows the assets of Canada to be 
something like thirty billions of dollars. Now, are you prepared to contradict that? 
—A. Well, I should not think of contradicting a figure like that without analysing 
it to find out what is meant by the figures. 

Q. Speaking of purchasing power, do you know what the total debits are in 
Canada, let us say for one year, showing the amount of purchasing power which 
is exercised and turned over?—A. I should be interested to know. 

Q. About thirty billions—A. What are those, bank clearings? 

Q. The total cheques charged to individual accounts——A. The total cheques 
charged to individual accounts? 

@. Yes.—A. But, of course, those circulate several times in one year. Those 
are the figures of bank clearings, are they not? 

Q. No, no, total bank debits——A. Yes. 

Q. Now, then let us take the difference between—we have our $67,000,000 if 
you like, that is to say, the difference between $833,000,000 at $900,000,000 which 
you thought was not enough, but taking even $100,000,000 more if you like and 
distributing that, we have not increased our percentage of purchasing power very 
heavily have we—A. You have not. 


Hon. Mr. Ratsron: That is all, thank you. 


By Mr. Spencer: 

Q. I would like to ask Major Douglas a few questions. In your statement 
made to the committee the other day, you referred to one of the big problems 
in our present economic system, as the unpurchasable production; that is what 
you said. This is, I believe you said, brought about very largely through a lack 
of purchasing power?—A. Correct. 

Q. And this has, in turn, brought about the unemployment problem?—A. 
Yes. 

Q. And the unemployment problem, in turn, has brought about a great. 
deal of poverty I take it?—A. Yes. 

Q. And I take it you will agree with me that poverty is largely the mother 
of crime?—A. Just on that point, there has been a very interesting booklet 
just issued in England, by an entirely neutral concern, indicating that some- 
thing like 92 per cent of the crime in Great Britain is due to financial reasons. 

Q. Our object, therefore, in your opinion, should be to turn real demand 
into effective demand?—A. Correct. 

Q. If we had ample purchasing power amongst the people somewhat evenly 
distributed, I take it we would get away from the cut throat competition in 
selling goods?—A. Undoubtedly. 

Q. You stated there was a developing disappearance of industrial profits?— 
A. Correct. 

Q. Would you kindly explain that a little further——A. Well, industrial 
profits are reckoned in the amount of money, with certain reservations, which a. 
commercial undertaking has at the credit of itself in various forms at the end 
of an accounting period, as compared with the same figures at the beginning 
of that accounting period. That is to say, the profit in a commercial concern 
involves a continuous rise in the amount of its credits either distributed or 
undistributed; and since the amount of the credits of the industrial organizations 
—certainly in Great Britain and probably in Canada during the past few years, 
at any rate—have not risen in the manner in which I have just described, 
they cannot be said to have made profits. 

Q. Then under the present system, business and industrial depression is 
quite logical except through an extension of debt brought about by extended 
credits?—A. Entirely. 
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Q. Would I be right in saying that we should have at all times sufficient 
money to purchase the goods that are made in abundance, plus buying our 
imports minus our exports?—A. Correct. 

Q. The present condition I take it, therefore, will inevitably lead to war? 
—A.That is my opinion. 

Q. So that if we do not have war what is the alternative? 

Mr. Jacoss: Peace. 

The Wirness: I heard an interjection there “ peace.” We might have that 
which appears to be the alternative of war and which is sometimes labelled 
= peaces: 

By Mr. Spencer: 

Q. You claim insufficiency of money paid out in purchasing goods to enable 

the goods to be bought in the matter of price?—A. Right. 
' Q. Then a temporary solution, I take it, is to sell goods on time or, to a 
certain extent, borrow from the banks to help create purchasing power?—A. 
Yes, but there is another probably more vital method, at any rate in the past, 
and that is the production of large quantities of what are called capital goods 
the purchasing power in respect of which is applied to the purchase of consum- 
able goods, so that in any period oi what is correctly called real capital expan- 
sion, when large public works are in progress, Jarge railways are being built, 
and large quantities of machinery are being exported to other countries at 
that time, it is possible to have sufficient purchasing power. 

Q. Im any case it is carried on by or to the creation of debt?—A. 
Undoubtedly. 

The CuatrMan: What about the creation of new wealth? 


By Mr. Spencer: 


Q. We often hear the statement made that a farmer will produce, say, 
sixteen or eighteen bushels of wheat to the acre, he sells it, and the statement 
is made that that is new wealth. Would you explain whether that is new wealth 
without creating debt?—A. Certainly. The growing of sixteen or eighteen 
bushels of wheat to the acre, or any quantity of wheat, is unquestionably the 
creation of new wealth but it is not the creation of any new purchasing power 
in itself. To make the point perfectly clear, it is obviously puzzling to a great 
many people because they are constantly confusing real goods with price figures 
attached to them or price figures which might be attached to them with the 
purchasing power which is necessary. The two things are entirely separate 
and are on opposite sides of the ledger, but in order to make it quite clear you 
can say quite well, that the man who grows eighteen bushels of wheat, if he 
sells them, if his initial letter is A and he sells them to B, all he does is to get 
the purchsing power of eighteen bushels of wheat from B in return for wheat 
which he grows, and that so far as the process is described by what happened 
there, there are undoubtedly other factors that do come in by what is called the 
financing of the wheat crop, harvesting and that sort of thing; but so far as 
that process is concerned there is no new purchasing power produced whatever 
by the growing of eighteen bushels of wheat. 

Q. Do I understand, that in your outline of the other day you would 
monetize unearned increment or real assets to make up the difference between 
what we might term cost and price?—A. Yes. 

Q. You stated the other day, I think, that money is written into existence 
by the banking system when making loans or buying securities?7—A. That is 
beyond all reasonable discussion. 

Q. You approve also of the statement then that money disappears when 
loans are cancelled or securities sold by the banking system?—A. That is cor- 
rect, both of those statements are correct. 
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Q. Do you claim that the government could write money into existence 
in exactly the same way as the banking system does if they had the institutions 
to do it?—A. Certainly. It is a pure book-keeping system. Anybody can 
keep books. i 

Q. With regard to the national credit account, how could that be supplied 
with the necessary funds? Could you tell us that in a few words—A. Yes. It 
would be possible to form a correct valuation of the price figures which could 
be legitimately attached both to the existing production of a country and the 
production of a country is its dynamic aspect. ‘The wealth which we have to deal 
with to a great extent is a flow, not a static state of affairs. It would be possible 
to attach price values to that, and then the authentic practical and well recognized 
method of distributing that wealth is to distribute that purchasing power to the 
people that you want to get hold of the wealth. 

Q. We have continually had statements made in this committee, Major 
Douglas, that you want to turn the printing press on and turn out money. I 
have just heard that statement made again. I take it that you are entirely 
opposed to that system of making extra money?—A. Entirely, as it is a very 
clumsy, crude and inflexible method of making money. 

Q. In facet, even with the small amount of money that we have in circula- 
tion at the present time compared with what we might have, the banks write 
far more money into existence than they create through the printing press.— 
A. Well, the exact figures I think are pretty well known and they can be esti- 
mated from the fact, that in Great Britain about 99-3 per cent of the monetary 
transactions which took place in twelve months are carried through without the 
exchange of any legal tender whatever. 

Q. One of your main objects, I take it in the suggestions you are putting 
forward, is to enable the people to enjoy the vast amount of goods they can 
produce and are wanted.—A. For the purposes of this enquiry, I should like 
to say there is no philanthropic desire on my part whatever in that connection. 
I am merely looking at the problem from the knowledge that we have the power 
to create and are, in fact, creating large quantities of wealth which is not dis- 
tributed, and that we have the potential power to create still more wealth 
which is not distributed, and it seems to me to be an unintelligent way to 
carry on the business of the country. You have those potentialities, why not 
use them. 

Q. Yes, I take it, therefore, that you would agree that if such a scheme 
could be put into operation it would have the effect of doing away with a lot 
of poverty and crime, and many of our social evils?—A. Yes, it would undoubt- 
edly achieve that result. 

Q. With reference to bank loans creating deposits, I take it that a loan 
creates an asset as well as a liability?—A. From the book-keeping point of 
view. 

& From the Pete ae point of view, yes, because when a bank does 
create, as we say, a deposit, that is to say, credits a deposit, t Tha 
hability of the pangs All deposits ae liabilities, aed all Mn 
from the point of view of the bank. 

Q. But from the point of view of a liability it can be tak = 
is taken care of—by the collateral that the bank has taken fro thee 
—A. That is the restricted way of looking at the case; but the real collateral 
of course, is the general credit of the country. 

Q. Yes, but in case the average customer could not pay a certain debt in 
all probability his collateral would be liquidated and the account wiped off ?— 
A. Yes, of course. You realize that in liquidating that account the orthodox 
method of doing it would be to sell the assets to reimburse the bank the amount 
of the funds which had been loaned, assuming the assets had been sold for a 
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certain amount, recrediting the original loan with the amount which was received 
for the assets, and the loan and the repayment would disappear together, with 
the result that the asset would stand exactly where it did before. 

Q. Then the cancellation of loans has the effect of reducing the amount of 
money in circulation?—A. Yes. 

Q. And although it cancels an asset on the one hand it also cancels a lia- 
bility to the bank on the other?—A. Quite so. 


The CHatrMAN: Mr. Spencer, those questions have been asked over and 
over again. 


Mr. Spencer: Well, I am almost through with this, Mr. Chairman. 


By Mr. Spencer: 


Q. With reference to a question of Mr. Irvine’s the other day, as to whether 
free trade would help the situation at all, I thik you said you thought it would 
make no difference. Would you mind explaining that a little further?—A. 
Well, the advantages conferred by a tariff, of course, are perfectly well known. 
They have a tendency to confine the home market to the home producer. The 
result of that is that there is more actual wealth created in the country rather 
than the same amount of wealth being partly created in the country and partly 
imported. I hope I am not trespassing, Mr. Chairman, but the general ten- 
dency of a tariff means unquestionably to build up capital assets. I think that 
is beyond argument. 

Q. You were very critical in answering one of the members of the com- 
mittee with respect to the use of gold. Would you say gold is not necessary 
as an internal basis of money, and also for settling international balances of 
trade?—A. It is most certainly not at all necessary for internal currency ques- 
tions. There is no relation whatever between the amount of gold and the rate of 
production. The idea of tacking a financial system on to a metallic basis is irra- 
tional in itself. So far as international trade is concerned, the only question of 
the use of gold that arises is, whether owing to a completely false psychological 
state and possibly the intervention of certain interested motives, whether gold 
is more employable in the settlement of international balances than something 
else, but no physical result of any kind whatever is achieved by shifting a lot 
of gold out of one set of vaults in London to another set of vaults in Paris, or 
to a third set of vaults in Washington; no physical result can possibly be effected 
by just shifting the gold around from one hole to another. 

Q. In some questions the other day, it was suggested that most money 
came out of the banking system to the public and the reply was “ oh well, that 
is not a fact, that one might sell goods abroad and get gold for them and bring 
the gold into the country,” and, therefore, the gold would not come from the 
banks in that instance. What would you say to that?—A. Well, ail you are 
doing then is simply bartering goods for so much gold, that is the physical 
meaning of that transaction, no more or no less. 

Q. I am going to ask you a question now with regard to debts and if you 
do not wish to answer it now you do not need to. The question is if, in your 
opinion, debts can be paid in the aggregate under present conditions?—A. Not 
without a complete reorganization of the existing financial system, certainly not 
because every act of payment of the debt involves the creation of a still further 
burden of debt. 

Q. Is it necessary, in your opinion, that a nation should have to go abroad 
to borrow money to develop its own country?—A. Not a bit. 

Q. Would you say all development under our present system must result in 
an increase in debt?—-A. Yes; and I would go further than that and say under 
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existing conditions that the rate of increase of debt per unit of development is, 
you might say, increasing. 

Q. Would you say there is no other way for a country to be paid for exported 
goods, except by importation of goods, or gold imported as goods?—A. Well, I 
should like to be rather definite about that. The idea that we live in a barter 
economy, that trade is merely the interchange of goods for goods, and money is 
nothing but an intermediary in the transaction, is radically and fundamentally 
wrong. What we do at the present time is to exchange goods for money, and then 
as a separate complete transaction we exchange that money for goods. But there 
are two systems which are involved in the complete transaction, not one. You 
are not bartering the goods against the other goods. All you have bartered is 
the goods against a certain amount of money, and the same amount of money 
against quite a different amount of goods, which the original goods might not 
necessarily have been exchanged for. So that you have to realize that no classical 
statement, which if it was ever true, is true to-day; to say that in the last event 
ae is the exchange of goods against goods, is radically untrue at the present 
ime, 

Q. Then if finance has to be found for the goods, in the first place, it is in 
the hands of the financial interests either to help to increase trade or decrease it? 
—A. Oh, certainly. 


By Mr. Bowman: 

Q. I want to ask you one or two questions, Major Douglas, with regard to 
the New Zealand proposals. When did you submit those proposals to New 
Zealand?—A. I think about the 25th of February. 

Q. Of this year?—A. Of this year. 

Q. They have not been adopted as yet?—A. Not yet, no. 

Q. Now, at the time you did submit those proposals to New Zealand, what 
was the amount of the capital of the banks of New Zealand?—A. I can give you 
that figure, but I have not it by me at the moment. It is available in the New 
Zealand statistics, which I have. 

Q. Have you any idea of the amount of the capitalization? —A. No, because 
most of the banks operating in New Zealand, a very considerable number of 
them, are Australian-English banks, quite a number of them are Australian 
banks. It is a figure that wants adjusting in several ways. 

Q. You did some adjusting when you are making those proposals, did you 
not?—A. Yes. 

Q. What was the amount of capitalization which you had figured out in your 
own mind to be the capitalization of the New Zealand banks when this pro- 
position was submitted?—A. Do you mean the subscribed money? 

Q. Capitalization—A. You can take the subscribed money and reserves, 
and total it. If you want that figure, I will send it to you, but I cannot give it to 
you offhand. 

Q. You have no idea?—A. I should prefer not to quote figures from memory. 

Q. What was the amount of deposits in the banks at the time you made this 
proposition?—A. I have not any figures of that sort before me. 

Q. You did have them at the time?—A. Yes. 

Q. What were the amounts of securities the banks had?—-A. That question 
I have answered several times. 

Q. I do not remember the answer.—A. It is impossible to say, because most 
of them are very much written down. 

Q. At the time you made that proposition it was impossible to say what 
the total securities were?—A. Yes. 

Q. So that, at the present time, you can give us no figures with respect to 
the New Zealand proposals that we can compare with similar figures in respect 
to the Canadian banking system?—-A. The general meaning of all such figures is 
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much better arrived at—because it is part of my fundamental contention, at the 
present time, that financial figures do not represent facts, the general meaning of 
those figures is much better arrived at—by a survey, which I did make, to some 
extent, in New Zealand, as to the amount of the population that was either directly 
or indirectly under a form of indebtedness to the banks. Since, presumably, the 
population owns the country, one might say, a very large proportion of the 
country is owned by the banks either directly or indirectly. 

Q. I was just trying to find out how much of New Zealand was owned by 
the banks?—A. Yes. 

Q. You cannot give us that information?—A. I cannot, offhand. 

Q. In making this proposal in New Zealand, did you designate a specific 
rate of interest that the shareholders of the banks were to be paid, 6 per cent?— 
A. Well, 6 per cent is the rate of interest which the New Zealand reserve bank 
is proposing to pay—and which the Bank of England does pay and always has 
paid—and I believe, if I am not mistaken, it is the rate of interest that your 
own suggested Bank of Canada is to pay. That seems to be a sort of accepted 
figure for bank charges. 

Q. So, when you submitted that rate of interest, 6 per cent, you had in mind 
that that was the generally accepted rate?—A. Yes. 

Q. And a reasonable rate under existing conditions?—A. Yes, I think so. 

Q. So that when you set the 6 per cent rate, you did not have in mind the 
amount of capital and so forth upon which the rate should be charged?—A. No. 
Tt is not necessary to have it. 

Q. In fixing the rate of 6 per cent, did you have in mind the rate which the 
bank would in turn charge to its borrowers for moneys loaned by the bank to 
individuals and corporations throughout New Zealand?—A. That would be 
covered by the restitution of excess profits, about 6 per cent. 

Q. I am asking you what you had in mind when you made this proposition 
to New Zealand. What did you have in mind that the banks of New Zealand 
should, as a reasonable charge, make to the customers for the loaning of money? 
—A.I cannot, myself, attach offhand any meaning to the word “reasonable” 
used in that connection. 

Q. Did you have in mind that the banks of New Zealand would make any 
charge at all to their customers for moneys which they were loaning?—A. Yes, 
undoubtedly. 

Q. What rate did you have in mind they should charge?—A. I did not insist, 
from my point of view, on the fixing of a rate, because the rate would fix itself, 

Q. In what way would it fix itself?—A. Because the excess profits over 6 
per cent, which would be the result of charging too high rates, would merely go 
back to the people who would pay the rates. ; 

Q. What did you have in mind as to the amount of those excess profits over 
a reasonable period of years?—A. Is not that covered by my first cross- 
examination this morning? 

Q. Perhaps you would be good enough to give me what you had in mind?— 
A. I cannot give you that figure because the question of profits is entirely 
wrapped up with the figures on which the assets of the bank are carried 

Q. And when you fixed the rate of 6 per cent that the bank would pay to its 
shareholders, you did not have in mind at all any rate that the banks in turn 
would charge to their customers for the use of money loaned?—A. I have just 
answered that. 

Q. You did not. I think I take that to be your answer?—A. Yes. I think 
I said that would be—the rate they charge—if it was in excess of 6 per cent 
a oes fact, be practically returned by the operation of one of those suspense 
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Q. When you were submitting this proposition to Canada, did you have in 
mind that the banks of Canada should pay 6 per cent?—A. Yes; I think that 
is a reasonable figure. 

Q. Did you have in mind what the bankers of Canada should charge to their 
customers for money loaned?—-A. The same answer applies. 

Q. No particular rate?—A. No, and it makes no difference, if you have that 
scheme in operation. 

Q. You did not make any calculation whatever?—A. No. Might I suggest 
that I am passing through Ottawa for a period of two or three days with a view 
to giving you evidence on the general question of the financial system which is 
in operation all over the world. I cannot reasonably be expected to have 
all the statistics of the Canadian banking system at my finger ends in that time. 

Q. I quite realize that, Major; but I think, in view of the fact that within 
the last few months you did submit certain definite proposals to New Zealand, 
you would have in mind something with which we could compare the situation 
in Canada?—A. If you apprehend the nature of the proposals which I am mak- 
ing, I feel quite confident you are able, I think, with complete competence, to 
form a judgment on this without the necessity of definite statistics, because they 
are proposals which involve a definite principle, which is not affected by the 
inserting of a definite set of figures into those principles. 

Q. Surely, the rate of interest that the bank pays its shareholders has some- 
thing to do with the amount which they would charge to the customers for 
moneys loaned?—-A. I have answered that. We have agreed that 6 per 
cent is a reasonable dividend on the bank’s shares, and by the provisions 
of this scheme, if the banks charge more than 6 per cent, on the average, any 
considerable extent on the average of their loans, then that would go back to 
the people who borrow the money. That is provided for in the scheme; so that 
the charges made by the banks are really regulated in the scheme by the rate 
of interest paid to the shareholders. 

Q. Now, the day before yesterday you made a statement that you could 
propound a scheme which would practically abolish the payment of taxes in the 
Dominion?—A. Certainly, no doubt about that. 


Mr. MacMiiian (Saskatoon): And make the National Railways pay too. 


By Mr. Bowman: 


Q. You could wipe out the debt of the Canadian National Railways?—A. 
In time, yes. 

Q. You have not submitted us any details on any such proposed scheme?— 
Ke NICS: 

Q. Would you care to, in a very broad way, indicate what that scheme or 
plan is?—A. No. 

Q. You would not? A. No. 


By Hon. Mr. Euler: 


Q. Mr. Chairman, on Tuesday I suggested to Major Douglas that the New 
Zealand proposals seemed to me tc be rather inadequate to supply a substantial 
amount of purchasing power, which we all admit is so desirable. And the Major 
then admitted they were inadequate, stating also the New Zealand plan was only 
an instalment. With the application of further instalments, would he be pre- 
pared to suggest that the plan would be adequate to bring a real substantial 
purchasing power to the people of Canada. I would suggest this to him, in order 
that the members of parliament of Canada could form some sort of intelligent 
opinion as to the plan itself, it should be outlined a little more completely; that 
instead of giving us only an instalment, we should be told whether other insta]- 
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ments could be applied at once. If that were done, it would enable us to form 
an intelligent opinion, especially if he gave a further extension of his plans. I 
said then, and Major Douglas admitted, as I said before, that the New Zealand 
plan was not adequate to bring about a “new deal” in purchasing power. I think 
that is correct, Major Douglas?—A. On the figures which you are quoting, it 
would not make a very large difference, but I am not prepared to take your 
figures. 

Q. I am going to refer to the figures submitted by Col. Ralston this morn- 
ing?—A. Yes, they were Col. Ralston’s figures. 

Q. They were interesting to me because if a measure of power be given, I 
think we should know the amount that is going to increase the purchasing power, 
or whether it is goinmg—if I may use the term—to increase the purchasing power 
to an almost negligible quantity?—A. Well, I should not in fact admit that; but 
I would like to point out that the opponents, amongst whom I am not classing 
you, cannot have it both ways. They cannot take the attitude that they cannot 
put into operation a large scheme of monetary reform, because the risks are too 
great and then turn around and say, we cannot put into operation a scheme of 
monetary reform because it won’t go far enough. If you will decide whether 
you are going to take a large risk, or a small risk, then perhaps I should be able 
to deal with the objections you are raising. 

Q. At least the Major is saying there is a certain risk involved?—A. You 
say SO. 

Q. No; I am repeating your words.—A. No. I am putting the case as it 
is put by the opponents, as an argument for taking no action whatever. 

Q. The two things I want to bring out are, first to suggest it would be fair, 
I think in order to form a judgment as to the merits of the plan, to give us, at 
least, an outline of the complete plan rather than just an instalment. It seems 
to me it would hardly be fair to ask a country to put into operation only an 
instalment without knowing, to some extent, what the further instalment would 
be—A. I think I have already said, of course, that a proper investigation, 
together with the proper consultation with properly informed persons as to the 
general situation, would be a reasonable basis for making a proposition of that 
sort. The idea that it is possible to sit down in a room several thousand miles 
away, and, out of one’s inner consciousness, produce a perfect plan which can be 
clapped straight down on any portion of the world, strikes me as being extremely 
impractical. 

Q. I leave that with you. That, of course, is according to your own judg- 
ment. I want to refer to some of the figures that Col. Ralston brought out. 
He said, in regard to suspense account No. 1, that there would be a distribution 
of the profits of the banks of the amount of the excess over 6 per cent on the 
capital. He figured that out to something like $9 or $10 per capita, or $10 or 
$12 per person per year of the 400,000 borrowers of the bank. I am going to 
deal now with the discrimination that would be evidenced so far as the rest of 
the population of Canada is concerned. Then he went to suspense account 2. 
I take it, after you distributed the excess given by subtracting the book values 
from the market values, that the distribution would not be continued. Once that 


was accomplished in the first year, it would be wiped out?—A. I do not think so. 


That is what he said. The shortest way of disposing of this, I think, would be 
to put the plan to the population of Canada and see whether they would like to 
have $10 or $12, which they get in suspense account No. 1, see if they would 
hike it. 

Q. You said a while ago in reply to Col. Ralston, and I wanted to ask you 
a question in regard to it, that you were not able to give the probable amount of 
distribution to each person by the distribution from the insurance companies; 
but we will suppose that it might be perhaps another $12 or $13 or $15 or $25 
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per person of the 400,000, or perhaps that number would be increased because of 
the number of shareholders of insurance companies. The question I wanted to 
ask is this: I do not want to put words in your mouth—you stated that although 
the amount seemed small, and is, I think, quite inadequate to be of material 
assistance by way of giving increased purchasing power, try it and see what will 
happen. Now, I think there must be something in your mind as to what these 
things are that will happen, which, I presume, would very materially enhance the 
value of this small distribution. Can you tell us what, in your opinion, will 
happen that will make it more valuable?—A. I will tell you one of many 
things. I will ask you to excuse me from telling you more than one, and that 
is that you would have a tremendous stimulation of capital expenditure, with 
the result that you would be getting the results which are aimed at south of the 
line, by putting large quantities of public works into operation, but instead of 
piling up the debt account of the population, it would produce a distribution of 
securities amongst the population, which would be the vehicles for the distribu- 
tion of purchasing power; so that the debt costs would be not against the popu- 
lation but would be held by the population, whick is an entirely different thing. 

«). Would I be right in assuming that in your opinion this comparatively 
small distribution that would come under the application of the New Zealand 
plan, would be very greatly increased indirectly ?—A. Yes. 

Q. Perhaps the indirect results would, in your opinion, be much greater 
than the actual results?—A. That is a fair statement. 

The CHatrMAN: Mr. Shaver, who is not a member of the committee, has 
asked permission to ask two or three questions in connection with the rayon 
industry. 

By Mr. Shaver (by leave of the Committee) : 

Q. I thank you Mr. Chairman, and members of the committee, for the 
courtesy shown in allowing me to ask a few questions. On Tuesday Major 
Douglas,—A. Might I suggest I am giving evidence only to the committee, not 
to the general public? 

The CuatrmMan: Mr. Shaver (Stormont) is a member of the House of Com- 
mons. 

The Wirness: I am sorry. 

By Mr. Shaver: 
Q. On page 502 of the evidence you gave on Tuesday, you made this state- 
ment in dealing with the competition of Japan in the markets of the world:— 
Perhaps I might give you one special instance in which Japan is push- 
ing out the rest of the world in regard to rayon, artificial silk. I happen 
to be in possession of confidential figures in regard to the direct labour 
charges on rayon, but I am not going to give you those exact figures; you 
can take it that the figures I am giving you are several times as large as 
the figures—I will not say how many times—but they are much larger; 
the direct labour charges in regard to rayon are less than one per cent of 
the normal selling price of rayon. 


By the Chairman: 
Q. That is to say, in Japan?—A. No, anywhere practically. 
I presume you include the whole world by that answer?—A. Of course; obviously 
there are more efficient plants— 
Q. Then Mr. Hackett asked this question: 
There is more labour than direct labour. 
And your answer was: 

Direct labour is all that matters in this matter; the actual labour em- 
ployed by the rayon industry is less than one per cent of the value of it~ 
less than one per cent of the selling price of rayon. 
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Immediately I read that evidence I did a little computation myself. We have 
in Cornwall a large rayon plant, Courtaulds, which is a branch of Courtaulds. 
England. They have factories in many countries in the world?—A. I know. 

Q. They pay weekly wages there, amounting to $30,000. If they are based on 
one per cent of their production, it would mean they would have to have a produc- 
tion of $3,000,000 per week, or $156,000,000 per year in that one plant, and when I 
tell you the figures given by the Board of Trade of the town of Cornwall, just 
about a month ago, showed—for three different cotton mills, a large paper mill, 
clothing factory, and two or three smaller industries combined—a production of 
$15,000,000, I think you will find that the one per cent does not work out?—A. 
All I can say, sir, is that I am not an expert on rayon. I will give you in con- 
fidence, the greatest confidence, not to be repeated anywhere, the source from 
which those figures were obtained, the source is absolutely incontrovertible. I 
am not arguing— 

Mr. Jacops: What is the use of giving a member of parliament anything in 
confidence. He cannot use it. 

The Witness: This gentleman is apparently putting himself up as a repre- 
sentative of the rayon industry. I am not a representative of the rayon industry. 


Mr. Hackett: No, he is a Member of Parliament. 


By Mr. Shaver: 


Q. I do not like that impression to go to the country, because owing to your 
position in the world of economics, it would bear considerable weight. Apart 
from that, I have information directly by telephone, which I obtained this morn- 
ing from the manager of the rayon plant at Cornwall, that in Courtaulds plants 
throughout the world, in England, France, United States and Canada, that their 
wages are 30 per cent of the cost and 25 per cent of the selling price of their 
product. That is the general condition throughout all their plants—A. I am 
entirely unmoved by your figures. My figures were given me by the largest 
federation of employers, probably, in the world. 

Q. Thank you, Mr. Chairman—A. And I am not going to withdraw the 
figures without their being withdrawn by that institution. 

2 The CuatrmMan: You agree to disagree? Mr. White has a few questions to 
ask. 


By Mr. White (Mount Royal): 


Q. I should like a little information, Major Douglas, upon a point that has 
been repeatedly referred to. You said that all loans create deposits; is that so? 
—A. No, I did not state that; all the authorities in the world of any consequence 
state that. I merely quote them. 

Q. That is the general impression?—A. Yes. 

Q. Is that true?—A. May I refer you to the authority. 

Q. Does it follow that all loans are credited immediately to the borrower’s 
account in the banks? May not some of the money be drawn by the borrower, 
in cash?—A. Well— 

Q. There must be surely a percentage of that kind?—A. Would you like me 
to give you my opinion of that particular aspect of it before you go on? If it is 
drawn by the borrower in cash, he, presumably, does not put it in a drawer; he 
either pays a bill with it or he puts— 

Q. Puts it into circulation?—A. Puts it into circulation. Let us suppose that 
he pays his grocer’s bill with it. His grocer banks with some other bank. At 
the end of the day, he merely takes that money that the original borrower has 
used for the purpose of paying the grocer’s bill and pays it to the credit of his 
grocer’s account, and the grocer’s deposit account is increased by the amount 
that has been naid in. 
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Q. Quite so, and if the loan appears immediately in the shape of a deposit, 
the same results would follow. That deposit would be a cheque deposit, and 
drawn on until it is exhausted, because no one could imagine that a merchant 
would pay 6 per cent for a loan and leave the proceeds on deposit and derive only 
three per cent; that would be ridiculous. Did I understand you to say that the 
deposits in the Canadian banks represent borrowings from the banks?—A: Well 
sir, I can give you only a short answer on that to the effect that there are avail- 
able eight, at least, unquestionable authorities on this subject, who state categoric- 
ally and beyond any question of doubt that the increase and decrease of the 
money in the country is due solely to the creation of loans, or the purchase of 
securities, by banks. If you are not willing to accept these authorities, I feel sure 
you won’t accept as authoritative anything I say to you. 

Q. Now, would it surprise you to learn’ that the deposits in the Canadian 
banks at this moment are one billion dollars in excess of the mercantile loans 
of the banks?—A. That is a figure which can convey no fundamental meaning. 

Q. Except this meaning, that these deposits do not arise from loans. 
A. Well, they might not arise from loans in this country but they might arise 
from loans somewhere else. 

Q. Well, the savings banks deposits are the savings of the Canadian 
people.—A. Out of what did they save them? 

Q. They saved them out of income in excess of expenditures.—A. Quite. 
Where did the income come from, or the money which formed that income, how 
was it originally created? 

Q. Oh, Lord, I cannot tell you, but I do know, in a practical way, that the 
people of Canada have a billion dollars more on deposit in our chartered banks 
than the mercantile loans of these banks.—A. All right sir, I am delighted to 
hear it. 


The CHArrRMAN: Are there any further questions? 


By Mr, Coote: 


Q. To clear up that point, I want to ask Major Douglas if he is aware 
that the banks, according to a recent statement, carry between eight hundred 
and nine hundred million of dollars of securities as well as mercantile loans and 
might that amount, perhaps, be a source of part of the deposits?—A. Quite 
easily. 

Q. Major Douglas, for three years, I think it would be fair to say that the 
public works construction program of Canada has been curtailed, and we have 
a lot of idle men and idle equipment in Canada, as well as goods; could we 
not by proper use of the national credit put those idle men to work with this 
equipment ?—A. Certainly. 

Q. Without increasing the interest-bearing debt of the Dominion, would 
you say that?—A. Certainly. 


By the Chairman: 
Q. How? Just tell me how, please?—A. I feel my cross-examiner can 
tell you. 


Mr. Coote: I would be glad, but I think the committee would prefer to 
have you answer that. 


The CHatrMAN: I certainly would. 

Mr. Coote: If you want to ask that question, Mr. Chairman, I am quite 
willing. 

The CHaAtRMAN: I would like him to tell us how. 


Mr. Coors: I did not intend to ask the question, but I will ask the Major 
if he cares to take a few minutes to tell us. 
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The Witness: Oh, certainly. Obviously it would require a little considera- 
tion, but the principle, of course, in which it would be done would be exactly the 
principle on which money is provided for the public services, let us say, of 
Great Britain, by the ways and means account. The I.0.U’s under the ways 
and means account are treated as cash. These I.0.U’s are treated as cash by 
the Bank of England and then collected again in taxes, but it is not at all 
necessary to collect this again in taxes. All that is required to do is to amortize 
that debt by the amount that the real wealth deteriorates from year to year, 
that is all. 

Mr. Bowman: As clear as mud. 


The Witness: That is why I might say it is so hopeless to try to explain 
these matters to those who are not familiar with them. 


By Mr Coote: 


Q. In regard to the earnings of the banks, the question that was dis- 
cussed with you at some length this morning, the total earnings of the banks 
are not disclosed or stated in the bank’s annual statement, and I think it has 
been admitted by bankers that a certain amount is held for contingent reserves 
or inner reserves?—A. Yes. 

Q. Then in regard to the question of the change in market values of 
securities, you are aware that there was a very great change in the value of 
securities on the market in all countries from 1929 to 1932?—A. Yes. 

Q. A very drastic change?—A. Yes. 

Q. And again there has been a change from 1932 to 1934 in the value of 
securities. Would you say that the chief cause of this change was monetary 
policy ?—A. Certainly. 

Q. And that, in many cases, the real value of the assets on which these 
securities were based was, for all practical purposes, the same?—A. How is it 
possible for the real value of physical assets to change from say the 29th of 
October, 1929, to January, 1930, by about 30 per cent or 40 per cent? 

Q. How is it possible for the marketable value of them to change?—A. Oh, 
that is entirely a matter of monetary policy. There is no discussion as to what 
precipitated the crash of 1929. It was the calling in or falling due of loans 
in New York and the charge of 30 per cent and sometimes more on call money. 

Q. You think that would be the chief cause of the depression?—A. I think 
that was the proximate cause, that is to say, the immediate cause, yes. 

Q. And would you say further that depressions are inevitable or go in 
cycles?—A. No, not in the least. 

Q. That we could build a system under which they would not appear 
periodically ?—A. Certainly. 

Q. And that should be our aim?—A. I think our aim is to go much further 
than that. 

Q. But that that could be achieved, though, under the proposals which you 
would make?—A. Certainly. 

Q. And do you think it is possible for us to do so—I am speaking now for 
primary producers because I am a farmer and I represent a farming constituency 
—do you think that some more stability of prices is necessary if our producers 
are to continue prices; you know something about the change in prices.—A. 
Roughly, yes. I think I made this statement here eleven years ago: I am not 
myself concerned to produce stability of prices, What I am concerned very 
strongly to produce is a reflection in the financial system of the actual facts 
of the physical system, and the actual facts of the physical system are that 
real costs, costs of production, are definitely decreasing, so that a system which 
did reflect accurately the state of affairs which is going on, in fact, would prob- 
ably include a continuously falling price level and you may have to make 
arrangements by which that is not reflected in a loss to the producer. 
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Q. Must not the producer, in some way, get a price that covers all his pro- 
duction costs?—A. Yes. 

Q. That is the total cost of goods produced?—A. Yes. 

Q. And under any system which you would recommend that would be one 
feature of it, I presume?—A. Unquestionably. 


The CHarrMaN: Gentlemen, are there any other questions. If not, this 
part of the inquiry is closed. 


By Mr. Nicholson: (By leave of the Committee). 


Q. I understood from Major Douglas’ evidence of Tuesday, that in the 
application of a portion of his plan to another country—Japan—goods are sold 
at 50 per cent of the cost of production and the balance is made up by the 
government of the country on the general credit of the country ?—A. In various 
Ways, yes. 

Q. Well now, I am tremendously interested in an industry that depends on 
the export of lumber. Could I export lumber to the United Kingdom at 50 
per cent of the cost of production and have the government of this country make 
up the difference on the general credit of the country, and do that for an 
indefinite period?—A, Well, I will endeavour to explain to you what is the basis, 
the fundamental basis, on which it would be correct and possible to do that: 
Supposing that it enabled you to double your export of lumber by any financial 
process of that kind and you were enabled, at the same time, to increase your 
capital fund value by 100 per cent in the same period of time, that would be an 
increase of credit so far as lumber was concerned. J am assuming that lumber also 
includes saw mills, and things of that sort. That would be an increase in the 
capacity of the country to turn out goods in a given period of time, in this case, 
specifically in regard to lumber. Every increase in the rate at which a country 
can turn out wealth is an increase in the real credit of the country, and that real 
credit of the country can be represented by a financial equivalent, and if that 
real rate of increase in the real credit of the country can only be achieved in 
such a way that you export twice as much lumber as you did before, well, 
that is exactly what Japan is doing at the present time. Now, as a bearing on 
that, if you will allow me to read it, I received this morning from some unknown 
source, an ordinary commercial circular from one of the concerns which sup- 
plies what you might call general commercial information to interested business 
men, and I am interested, and this is quite fortuituous so far as I am concerned; 
I sowavel lam ain anes 

It was our view that the Japanese Minister of Finance had a clearer 
conception of the world’s monetary difficulty than the leading central 
bank authorities of either the United States or England. 


And then, this is underlined: 


And that Japan, in the opinion of this bureau, would lead in world 
recovery and in the re-establishment of her credit. 


By Mr. Irvine: 


Q. Is that from a Canadian concern?—A. It is from a Canadian concern. 
I have no interest in it, and it is at the disposal of the committee. I do not place 
any more weight on it than perhaps anybody else would care to place on it. 
All I can say is, that what has happened in the past two or three years, in 
Japan, has undoubtedly enormously increased her capacity to turn out goods, and 
that increased capacity to turn out goods is a perfect justification for the cre- 
ation of commercial credits and the application of those credits to a reduction 
of price, because if she had not reduced that price she would not have been able 
to increase her capital assets. 

[Major C. H. Douglas] 


BANKING AND COMMERCE 539 


By Mr. Nicholson: 


Q. Just in passing, we certainly could increase our capacity to produce 
lumber as a tremendous rate....A. Of course you could. 

Q. So long as the government would pay 50 per cent of the cost. Now, 
Major Douglas, we are not the only country in the world producing lumber, 
though. That might be sound for a time, but it would not be sound, if all our 
competitors in other countries did the same thing. I am leaving Russia out of 
the picture, but there are other countries competing against us in the lumber 
markets of the world to-day, and, if all their governments were to pay 50 per 
cent of the cost of production, where would the market ultimately go?—A. 
Well, I have answered that question before, and if you universally halve prices 
you are then applying the principle of the compensated price which I have ad- 
vocated so that everybody in possession of purchasing power at the present 
time is enabled to buy more of everything because the price has been lowered. 

Q. If you put such a proposition to work, you put it in without regard to 
the cost of production—A. Undoubtedly. The main thing is to get rid of your 
lumber, so that you can sell more lumber. 

Q. That is what I am trying to do and I am trying to find a way. I have 
a friend sitting beside me who is in a similar position and some of those who 
furnish the means to enable each of us to carry on are perhaps here. Now, that 
is the fundamental point, but let us follow it further. If, in the lumber indus- 
try, it is sound to sell lumber at 50 per cent of the cost of production and charge 
the balance to the credit of the country, would it not be just as sound to sell 
wheat, coal, cattle, pigs, and everything else, on the same basis?—A. Undoubt- 
edly. What you want to do is to lower the general price level in order that you 
will increase production with the existing purchasing power. 

Q. The principle then is, that cost and sale values have no relation what- 
soever, if the nation can intervene and, simply by writing its cheque indiscrim- 
inately without limit, can put us in a position where we can sell our goods 
without any regard to credit.—A. Not indiscriminately or without hmit. The 
limit is imposed by the rate of increment of the whole assets of the country. 
That is where the limit is imposed. 

Q. Well, capital assets would rapidly disappear, if we continued that in the 
lumber industry. 


By Mr. Vallance: 


Q. Has your method not got anything to do with the ability to consume 
the goods? I asked you about wheat the other day. Is it not possible to create, 
by your system, such a volume of goods that we could not consume them?—A. 
Well, are you complaining about that, because our point of view is that at 
the present time there is a volume of goods which are not consumed although 
there are people who want to consume them. My proposition is, that whatever 
you may have to do ultimately in regard to your proposition that situation has 
not yet arisen. 

Q. That is a problem to.—A. But that problem does not arise out of the 
fact that there are people in the world who want lumber. 

Q. But there is a limit to consumption, you will admit that?—A. Certainly. 

Q. But by this proposition you would create so much lumber, wheat, and so 
forth, a large volume of all of these so that they could not be consumed, even 
if everybody had all the goods that they could consume, and I would like to 
know just what we are going to do about it—A. But is that the problem at 
the present time in the world? 

Q. No, the trouble is that we cannot distribute the goods to give all those 
who are in need of consumption at least 100 per cent consumption —A. I will 
tell you how to solve the other trouble when we come to it. 
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Q. There has been a lot of discussion here this morning about new wealth. 
Would you mind defining to me, a grower of wheat, just how much new wealth 
I would create out of say a thousand bushels of wheat?—A. How much new 
wealth you would create out of a thousand bushels of wheat. 

Q. Yes. I do not care what price you put on it. Suppose it costs me 
fifty cents a bushel to produce it and I sell it for one dollar a bushel, how much 
new wealth have I created?—A. Well, the only new wealth that you have 
created is so many bushels of wheat, that is all. 

Q. That is to say, that that much in excess of what it cost me of exist- 
ing wealth to produce, it only creates to that extent new wealth?—A. Yes, only 
that answer should be qualified, by the general production of the country. If 
you want a generalized answer, which is the only answer that can be given to 
questions of this kind, the general rate of increase of the wealth of a country 
in the increment of production over consumption for the same period of time. 

Q. So that if I produce a thousand bushels of wheat that cost me 50 cents 
a bushel to produce—A, It does not matter what it costs. 

Q. —and I sell it for 35 cents, have I expended 15 cents per bushel of 
existing wealth that cannot be recovered?—A, No. The only thing you have 
done is to produce a thousand bushels. The question of figures that are attached 
to it has no relation whatever to the physical effect. 

@. The point I am getting at, I am producing wealth, and the more I pro- 
duce the less I have got—A Yes. That is what I am complaining of. 

Q. And under your system, under conditions as they exist today, if it was 
applied, I would have more.—A. Yes. 

Mr. Vauuance: Then I hope Government adopts that system. 

Hon. Mr. Ever: In reply to a question by Mr. Nicholson, Major Douglas 
stated that there was a limit beyond which the country could not go in paying 
the difference between the cost of production and the sale price. Is that limit 
the amount of the cost of production over consumption? 

The Witness: Undoubtedly. What is the use of producing purchasing 
power when you have not got anything to purchase with it. 


By Mr. MacMillan (Saskatoon): 

Q. I suppose you are aware that in Japan today practically the entire 
revenue of the country is being spent for war purposes?—A. In Japan? 

Q. Yes——A. Well, when you say “ purposes,’—of course when one makes 
a statement of that sort it is undoubtedly the motive behind any policy which 
decides what you are doing it for, that 1s cbvious, and it seems to be beyond 
reasonable doubt that the immediate motive of the Japanese people is at any 
rate preparation for war. 

Q. They are expending practically the entire revenue of the country for 
war?—A. I agree. 

How long can they go on bonusing industry when they are only paying 
them 50 per cent of the cost of production ?—A. Until the whole of Japan is 
absolutely covered so effectively with munitions factories that there isn’t any 
room for any more. 

The Cuatrman: Major Douglas, we thank you for your attendance here, 
and I think we will declare this branch of the inquiry closed. 


The committee adjourned at 12:50 to resume at 4 p.m. 
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The committee resumed at 4 o’clock. 


The CHairRMAN: Item No. 1 of Mr. Power’s resolution calls for an inquiry 
into: “The interlocking of directorates as between banks, trust companies, 
insurance companies and important industrial concerns and the effect of such 
interlocking directorates on the general, financial and economic condition of the 
country.” By agreement Mr. Jackson Dodds, who is president of the Cana- 
dian Bankers’ Association, filed a written brief which will be found in the pro- 
ceedings of April 12th, at pages 472 to 473. Mr. Dodds is here and is available 
for cross-examination on his brief and on any analogous points that may arise 
out of it. I now ask Mr. Dodds to come forward. 


Mr. JAckson Dopps recalled. 


Mr. Power: Has Mr. Dodds any further statement to make? 


The CuHamrMAN: Have you any further statement to make, with respect 
to the above subject matter of the inquiry? 

Wirness: I have not any particular statement to make, but there are one 
or two things I might say to settle the minds of some people who feel that 
interlocking directorates are a sinister thing. I would like to say, first of all, 
that I have never known a customer to be refused a credit because a director 
of the bank was interested in a business which was in competition with that 
of the customer applying for the credit. I should like also to touch on one 
other thing. Outside of the Canadian Pacific Railway loan, about which this 
committee has heard a good deal, we have on our books loans to companies 
of which two or more of the directors of the Bank of Montreal are directors, 
amounting to a comparatively small sum of $17,280,823. Of this amount 
advances of $11,114,209 are covered by cash and/or bonds with a large margin. 
This leaves $6,166,614, of which amount $4,837,583 is in one account, which 
was on our books before two of our directors joined the board of the company 
in order to render what assistance they could to get the company out of its 
troubles. This leaves $1,329,031 amongst the balance of the 36 accounts listed 
on page 1004 of the Minutes of Evidence. 


Mr. Power: Page 968, is it not? 
The Cuairman: No, 1004. 


Witness: 1004, Mr. Power. Other than that, I do not think I have any- 
thing to say. 


By Mr. Power: 


Q. Are there any controlled companies in connection with the Bank of 
Montreal?—A. Yes, there are. We have a company called the Campania Terri- 
torial Mexicana, 8.A., which is being liquidated. The company was formed to 
realize on the assets of the former United States Banking company in Mexico. 
The capital stock is owned entirely by the bank and carried in “Shares of and 
Loans to Controlled Companies” at the nominal value of $1. It is simply a case 
of liquidating some of the old matters down there, and the company was indebted 
to the Mexico branch of the bank on the 3lst March, 1934, to the extent of 
624,382.62 pesos, made up as follows,—liquidating loan, 121,000 Mexican cur- 
rency; purchase of premises 300,808.71 pesos, loans secured by mortgages, 
202,573.91 pesos, making a total of 624,382.62 Mexican pesos, plus $28,400 United 
States currency. 

Q: Who are the directors of the company?—A. The directors of the com- 
pany are the chief officers of the bank down in Mexico. 

Q. How did you get into this transaction?—A. When we went down to 
Mexico originally, we took over as collateral certain assets of the United States 
Banking company, which has been gradually liquidated. That is all that is 


left of it. 
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_ Q. A Mexican institution?—A. I do not know who the owners of it were 
- originally, whether Mexicans or Americans. It dates back to 1911; it gradu- 
ally went to nothing. 

Q. It is in liquidation now?—A. Recently completed. 

Q. What other controlled companies are there?—A. We have the St. James 
Land Company Limited with a capital of $200,000 owned entirely by the Bank 
of Montreal and carried at $1.00. The officers are officers of the bank. The com- 
pany was incorporated by the Molsons Bank, which deeded over to it that 
portion of their property known as Lot “B” corner of St. Peter and Notre Dame 
Streets, Montreal. 


The CHatirman: The bank owned the stock? 
WITNESS: Yes. 


By Mr. Power: 


Q. I suppose the Molsons Bank had a controlled company to look after its 
real estate?—-A. Yes, the property being the head office of the bank. 

Q. They had only one property?—A. Yes. 

Q. That is now owned and controlled by the Bank of Montreal?—A. Owned 
and controlled by the Bank of Montreal. 

Q. The directors are the directors of the bank?—A. No. The directors are 
officers of the bank. The secretary of the bank is the president. 

Q. Who has the stock?—-A. The bank owns the whole of the stock, which 
is only $200,000 and is carried on the books at $1.00. 

By Mr. Geary: 

Q. You secured the assets of Molson’s Bank?—A. Yes, that is how we got 
it. We also have the Hochelaga Realty and Development Company. This 
company was formed by the bank to hold the premises of the New York agency. 
The Agents of the bank hold the stock certificates for account of head office in 


whose books they appear at “nil”. A statement of that is attached to the 
balance sheet of the bank each year. 


By Mr. Power: 


Q. Have you any other controlled companies?—A. We have the Land 
Securities Company of Canada Limited, which was incorporated in 1898, under 
a Manitoba charter, as Land Securities Company of Manitoba Limited, by the 
Merchants Bank of Canada; and the title was changed later. The $200,000 
capital stock is owned entirely by the bank and carried at $1. A reservation 
of $165,000 is held against an advance of $225,000 at Lombard Street, Winnipeg. 

Q. This is some form of real estate which fell into the hands of the Merchants 
Bank and is merely being, as you say, written off and worked off?—A. Yes. 

Q. And the St. James Land Company Limited?—A. No, not the same thing 
at all. 

Q. This is real estate which the bank took over?—A. Yes, the Merchants 
Bank. 

Q. In the ordinary course of its business, and formed the company?—A. 
Yes. We bought the assets of the Merchants Bank, and amongst them this com- 
pany which we are liquidating. 

Q. Can you tell me if that practice, which the Merchants Bank indulged 
in at that time, that is to say, turned over certain real estate to a subsidiary 
company, is still being indulged in by any of the banks—I am speaking to you 
now as the president of the Bankers’ Association?—A. Not to my knowledge, but 
you can ask the other general managers. As far as I know it is not done, 
except in cases as was explained by Mr. Wilson the other day in connection with 
some bank premises. 
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Q. I was speaking of real estate controlled in that way, held in the way of 
bank premises by the bank?—A. Yes. 


Mr. Witson: Purely bank premises 


By Mr. Power: 


Q. This is real estate that the bank took over in the course of its business? 
—A. Yes, the Merchants Bank. 

Q. I do not think there was anything against it in the Bank Act at that 
time. It was in 1893 that this company was formed, was it not?—A. That was 
1893, yes. 

Q. I do not know whether or not there was anything against it in the Bank 
Act—-A. We have always been forbidden to loan against real estate. It must 
have been the taking over for sale of real estate at that time, that would fall 
into their hands. I imagine it was felt they were better qualified to get the 
things cleaned up. We have continued that process of liquidation, so that as you 
see there is little over $60,000 left. 

Q. What I am trying to get at is this: is it possible for a bank to get away 
from the provisions of the act?—A. Not now. 

Q. What prohibits them from holding real estate, by turning over real estate 
to controlled companies?—A. In recent years legislation has been introduced 
requiring that all controlled companies’ balance sheets shall be given out with 
the annual balance sheet of the bank. 

Q. I think it was not until 1923 that legislation was put in?—A. Then, we 
have one more company, the Edificio Montreal, 8S.A.—Mexico, which was formed 
in July, 1930, in conformance with Mexican legal requirements, for the purpose of 
holding and administering the property in which the Bank’s Mexico City branch 
is housed, with a capital of 750,000 pesos Mexican currency divided into 100 
shares of 7,500 pesos each. These shares are in the names of our manager and 
others down there, and the certificates lodged with the Bank of Montreal, Mexico, 
to its own order. The bank’s investment in Mexico branch premises is carried in 
head office books at a nominal value of $1. 

Q. I suppose there is some statute in Mexico which provides that real estate 
should be held by Mexico citizens or Mexican corporations?—A. That is right. 

Q. And that is done to comply with that statute?—A. Yes, there are two 
Mexicans on the board. That is all. 

Q. Is there a company called “ Bankmont’’?—A. Yes, there is. I am not 
sure whether it is a company or a partnership. It exists for one purpose, and 
one purpose only; that is to hold securities which we wish registered in our 
nominees’ name, our nominees in that case are Bankmont. For instance, if one 
of you gentlemen were to borrow from the bank against shares that had to be 
registered we would register them in the name of “ Bankmont Co.” 

Q. Is that a controlled company?—A. No. 

Q. It has no property itself?—A. No, it has not. It owns nothing and does 
nothing whatever except that. 


By the Chairman: 


Q. It is not an operating company?—A. Not an operating company at all, 
just a nominee. 


By Mr. Power: 

Q. Who are the officers?—A. Well, I am not sure about the names of the 
authorized signing officers but presumably they would be the manager of the 
Montreal branch and the assistant manager, together with somebody else. It 
is used simply to register stocks held as collateral. 

Q. It operates throughout Canada?—A. It would only operate in Montreal. 

Q. In Montreal?—A. Yes. 
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Q. Purely for the purpose of holding securities?-—-A. For no purpose what- 
ever other than holding the securities of our customers. 
Q. Does it charge anything for that?—A. No. 


The CHARMAN: They get interest on the loans. 


By Mr. Power: 


Q. Does it loan money?—A. No. 
Q. How does it live?—-A. It does not. 


Mr. Hacxetr: It is not a company. 
The Witness: It is not a company. 
Mr. Hacxert: Trustee. 
The Witness: Nominee. 


By Nr. Powens 

Q. My friend Mr. Mackenzie asks if it lives on Social Credit?—A. I think 
it would starve, if it did. 

Q. According to your version it must starve because it has no ostensible 
means of support?—A. It neither breathes nor has being, in the ordinary sense. 

Q. It does nothing else except that, and makes no charge for those services? 
—=A, No. 

Q. So far as you can recollect it is a partnership?—A. Yes. 

Q. Registered in Montreal, and operates only in Montreal?—A. Yes, so 
far as I recall. 

Q. Does it do a very large business?—A. No, it does not do any business, 
other than accept in its name shares turned over to us as security requiring to 
be registered and transfer out of its name securities that are released by repay- 
ment of the relative loans, thus avoiding cumbersome formalities of transfers to 
and from the bank. 

Q. Why could not they be registered in the name of the bank?—A. I 
will give you an instance of why it is not advisable to do that. I remember one 
bank, which is now out of existence, that registered some shares in its own name 
and then awakened, one day, to find there was an unpaid liability of about 
$60,000—and had to pay it. 

Q. Is this one way of getting a bank away from its liabilities?—A. No. 

The CuHarrMan: It was not a liability of the bank. 


The Wirness: It was not a liability of the bank at all, but of course, when 
stocks are registered in your name and there is an uncalled liability and the 
company goes smash you have to pay. There is nothing else you could do. 


By Mr. Geary: 


Q. Who pays it, if they are registered in the name of the company?—A. 
Well, if they cannot get it out of the actual owners of the shares, I think they 
would be out of luck. 


By Mr. Power: 


Q. The company has no capital?—A. No. 

The Cuatrman: As I apprehend it, the company is a trustee. Suppose I 
had a loan with the bank and the bank had securities of mine and they wanted 
to get them out of my name, they would register them in the name of the local 
manager and some employee of the bank—in this case they would register the 
stock in the name of Bankmont and Company. 

_ Mr. Powsr: And call it Bankmont money? It must be registered not only 
in the limited company or corporation, it must be registered in other piensa 
where they find any of the services, or some such institution— : 
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The CHarrMAN: It would depend on the laws of the local jurisdiction. 
The Wirness: I will get you some more information about it if you wish. 


By Mr. Power: 

Q. Has the Bank of Montreal any real estate company?—A. No, other 
than those about which I have told you. 

Q. How are your real estate holdings shown?—A. They are shown in the 
Bank Premises account, as holdings of the bank; other than just those few 
instances. I have told you about, the bank holds them as stated. We have no 
bond issues; and we have no real estate company other than those that I have 
spoken about and which are shown in the annual statements. 

Q. Do you make any difference between your bank premises and the real 
estate that you might have taken over for bad debts and things of that kind? 
—A. I do not quite catch your question. 

Q. Do you make any distinction in your statement or anywhere else?— 
A. There are three headings in the government statement. Item 21 reads 
“real estate, other than bank premises;” Item 22, “ mortgages on real estate sold 
by the bank,” and 23 “bank premises at not more than cost, less amounts (if 
any) written off.” 

Q. I wonder if the clerk has a copy of the monthly bank statement— 


The CHAIRMAN: Yes, but read R.S.C. Chapter 12, Schedule G. 


By Mr. Power: 
Q. What items did you say?—A. Under assets, items 21, 22 and 23. 
The CHatrMAN: Schedule G, of the Bank Act. 


By Mr. Power: 

Q. The Bank of Montreal, according to statement as of January 31, 1934, 
holds real estate other than bank premises to the extent of $509,693?—A. Yes. 

Q. According to the statement as of January 31, 1934?—A. I was reading 
from the government statement. 

Q. Return of the chartered banks of Canada. This is your return made to 
the government?—A. All right, Mr. Power. 

Q. What would that actually represent?—A. Well, it must represent this 
—what does it say again? 

Q. “Real estate other than bank premises?—A. That item No. 21. That is 
simply real estate, in our hands, other than bank premises, real estate on which 
mortgages have been foreclosed, and other property which we held as additional 
security, and which has come into our hands. It stays there, until it is sold. 
We have a limited time in which to sell it, unless we get permission of the 
government to carry for a further period. 

Q. Just from memory, does that vary very much; does it run to just about 
the same?—A. It does not vary very much. Of course, every now and again we 
may get say $5,000 for a property, and the total is reduced by that amount. 
Roughly speaking, I think the figures do not vary a great deal, speaking from 
memory. 

Q. I suppose you have no difficulty in obtaining an extension, or delay?— 
A. No. I think we have had very little of it in our case. We can always show a 
good cause. We do not want to keep a fixed asset; if we can, we get rid of it at 
once, 

Q. You do not want to keep money in real estate, but in times like these 
it must be very difficult to dispose of it?—A. Yes; but you see that even in 
times like these the total is only about $500,000. 

Q. Then, in the next column, 22, you have mortgages on real estate sold 
by the banks?—A. That is the case where we sell a property and get a mort- 
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gage for the balance unpaid. For instance, giving a hypothetical case, when the 
Bank of British North America was taken over, we had the old head office of 
that bank, which we might have sold for $100,000 down and the balance over 
four years. Such a balance would appear under heading No. 22. This particular 
building we sold for cash; but if there had been a balance represented by mort- 
gage it would have been included under No. 22. 

Q. Would it be possible to evade the provisions of the Bank Act by selling 
some of your properties at a small cash payment and using a very high mort- 
gage?—A. Pardon? 

Q. Would it be possible to evade those provisions of the Bank Act which 
call for the sale of property after you have held it for a certain limited time by 
selling this property for a small cash payment and leaving a large mortgage 
on it?—A. I am quite convinced no one here would ever suggest that I would be 
a party to a thing of that kind, because I would not. I think it would not be 
possible. Apart from anything else, apart from the moral side altogether, if I 
did that and was caught, I would go to jail. 


Mr. Jacozs: You would only have to hire a good lawyer, that is all. 


By Mr. Power: 

@. We are at cross purposes. I simply suggest that the time might arrive 
when a bank was left with a lot of real estate, or had more real estate than it 
should have. If it wanted to get rid of some of that, it would sell some of its 
real estate for a small cash payment, leaving a large mortgage on the rest?— 
A. Well, it would show under heading No. 22 instead of No. 21, and the figures 
could be seen by anyone who wanted to see them. See what the totals are in 
these bad times. 

Q. The sum total of all banks’ total real estate, other than bank premises 
is $7,000,000 and the total of mortgages is $6,000,000?—A. Yes; that is $13,000,- 
000 out of total assets of how much for all banks? 

Q. $2,700,000,000. In your particular case, the Bank of Montreal, the real 
estate other than bank premises is $500,000; mortgages on real estate, etc., 
$1,189,160.—A. Out of about $750,000,C00. 

Q. $720,000,000. Now, coming to Item No. 23, I notice that the Bank of 
Montreal has $14,500,000 in bank premises.—A. Yes. 

Q. Now, do you write down the bank premises?—-A. Yes, we write them down 
from time to time and that is reported, of course, in our annual statement to our 
shareholders. 

Q. So this $14,500,000 does not represent either the actual value or the real 
cost of the bank premises?—A. No, it does not. 

Q. It is considerably below?—A. It is below, yes. 


By Mr. Geary: 
Q. That is, after the writing down?—A. Yes. 


By Mr. Power: 


Q. You have no fixed percentage of write-off annually?—A. No. As a matter 
of fact, we have not made any alteration for some time in that connection. We 
think it is a fair valuation for the purpose. ; 

Q. Now, could you tell me about the relations between the Royal Trust 
Company and the Bank of Montreal?—-A. I will be very glad to tell you what 
are the relations between the Royal Trust Company and the Bank of Montreal; 
that is very easily answered. There are no relations between the Bank of Mont- 
real and the Royal Trust Company other than as between bank and customer 
The Bank of Montreal does not own any shares at all in the Royal Trust Com- 
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pany. The connection of the Bank of Montreal with the Royal Trust Company 
is one of close association, due to the fact that it was a group of Bank of Mon- 
treal directors and friends who formed the Trust Company, away back in 1899. 
None of the original directors are now living, but I understand that some of the 
directors of the bank, and their friends, were not satisfied to leave the adminis- 
tration of their own estates to personal executors, and they thought 1t wise to form 
a Trust Company which, with close association with the bank, would prob- 
ably be efficiently managed, and they probably thought the stock of the Trust 
Company would form a satisfactory investment. The Bank of Montreal does 
not own, and never did own, a single share of stock of the Royal Trust Com- 
pany. I have heard it said that the company directors collectively own less than 
15 per cent of its stock. 

Q. You do not know?—A. I do not know, Mr. Power. 

Q. I am expecting to receive a similar reply from the general managers of 
all the other banks, if I refer them to Trust Companies with which they are 
commonly supposed to have some relations. Will you not admit this, that it does 
seem extraordinary that each one of the larger banks has a Trust Company 
which, in the public mind, is closely related to it?—A. It does not seem the 
least bit extraordinary to me that the public have that in mind. That does not 
seem extraordinary for the reason I have just stated, but both concerns are run 
absolutely apart one from the other. Perhaps I can give you an instance, a recent 
instance, of something that happened that will show you how far apart they 
are. When the Deputy Minister of Finance opened his tenders for Treasury 
Bills the first time, he was perhaps surprised to find that the Royal Trust Com- 
pany overbid the Bank by a good deal, although the Bank wanted to get these 
Treasury Bills. However, the Trust Company got the bills and the bank did 
not. There is no connection in any way between the management of the com- 
panies and the Bank. I have a few shares in the Trust Company which I bought, 
but other than that I have no connection with it whatever. I have not been to 
their annual meetings; I have nothing to do with the running of the Company, 
and if it interfered with the running of the bank it would soon know about it. 
They have nothing to do with us at all. 

Q. You are neither a director aor an administrator of the Royal Trust Com- 
pany ?—A. I certainly am not. 

Q. You do not mean to tell me, that if there was any trust business to be 
given that you would give it to the Montreal Trust or the National Trust?—A. 
Mr. Power, if you were as good a friend to me as is the Royal Trust Company, 
and somebody wanted a lawyer, I would probably recommend him to go to you. 

Q. But, as a matter of fact, it is generally supposed that the Royal Trust 
Company does the business of the Bank of Montreal, whenever there is any 
trust business to be done-—A. Well, I do not know that we have any trust busi- 
ness. I cannot recall that we have any trust business that we would have to 
give out to anyone. As I say, our relations are friendly but we have nothing 
to do with one another in the ordinary administration of the bank or the com- 
pany. 

Q. What do you say about the accusation, if I might put it that way, 
frequently brought against the banks that they use Trust Companies to do, by 
the back door, things which the Bank Act prohibits them from doing directly? 
—A. I would say, Mr. Power, as far as the Bank of Montreal is concerned, 
it is absolutely untrue. The Bank of Montreal does not do, by the back door, 
anything it cannot do by the front door, and, if there is anything that would 
not stand the light of day, neither the general manager nor the directors would 
stand for it. 

Q. Well, then, perhaps I had better put it this way: Are Trust Companies 
sometimes used by the banks to do things, which in themselves are perfectly 
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legitimate, but which are not permitted under the Bank Act?—A. Could you 
give me an instance, because I have no knowledge of anything of the kind. 

Q. I am afraid I cannot, until I question you further. What does the 
Royal Trust Company do, what are some of its functions?—A. Oh well, I can- 
not tell you just what they do. They do the ordinary Trust Company busi- 
ness. You are going to have another witness up here who is connected with the 
Royal Trust Company and you can ask him what they do, but I have no 
knowledge, of my own, except the general knowledge that they do the ordinary 
Trust Company business, looking after investments and estates and so on. 


By Mr. Arthurs: 
@. And they loan money on real estate?—A. Yes. 


By Mr. Power: 


Q. They do loan money on real estate?—A. Yes, not their own money, 
but the money of their clients. You will have to ask the president of the 
company. 


By the Chairman: 


Q. Do they administer, as trustees, your pension fund?—A. No, they do 
not. We administer our own pension fund, that is to say, certain officers of 
the bank administer the pension fund society of the Bank of Montreal. 


By Mr. Power: 


Q. Could the Royal Trust Company be called an investment banker?— 
A. No. 

Q. Now, would you tell me who are on your board of directors who are 
also on the board of directors of the Royal Trust Company?—A., That is all 
in this return, Mr. Power. Shall I read the names, at page 1006. 

Q. Page 1006, Appendices, I notice here that of the directors of the Bank of 
Montreal, on other boards, who are on the Royal Trust Company board are 
Sir Charles Gordon, G.B.E.; H. R. Drummond, Esq.; Major-General the Hon- 
ourable S. C. Mewburn, C.M.G.; D. Forbes Angus, Esq.; Lt.-Col. Herbert 
Molson, C.M.G., M.C.; the Honourable Henry Cockshutt; E. W. Beatty, 
EKsq., K.C.; F. E. Meredith, Esq., K.C., etc.; the Hon. Thomas Ahearn; J. W- 
McConnell, Esq.; W. A. Black, Esq.; W. N. Tilley, Esq., K.C.; Sir Frederick 
Williams-Taylor; R. H. McMaster, Esq.; and C. F. Sise, Hsq., fifteen in num- 
ber. And, in another column, I see the total number of directors. Is that the 
directors of the Bank of Montreal or the directors of the Royal Trust Com- 
pany?—A. No. The total number of directors of the Royal Trust Company 
is twenty-five of whom fifteen are directors of the Bank of Montreal. 

Q. So that the majority of the board of directors of the Royal Trust Com- 
pany is composed of men who are also directors of the Bank of Montreal?— 
A. Correct. 

Q. I agree with you that the word “ interlocking” is, perhaps, not the 
proper word one should use in this connection, but do you not think it is fair 
to say that the companies are closely associated?—A. They are associated 
only in the sense that I have explained, that a number of the directors felt 
that it would be a good thing to start a trust company away back in, I think 
I said, 1899, and naturally I suppose it has followed throughout the years that 
some people who have been chosen as directors of the Bank of Montreal have 
been made directors of the Royal Trust Company, that is, the Royal Trust 
Company would like to keep them as directors simply because they were gentle- 
men of high character and integrity, that being the reason why they were 
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selected as directors of the Bank of Montreal, and they might be able to in- 
fluence business to the Royal Trust Company. 

Q. Well, is there any question but that, through their connection with the 
Royal Trust Company, or with the bank, that they can influence business in 
favour of the Royal Trust Company?—A. No, not specially because they are 
directors of the bank, because I do not know of any particular business that 
there is to influence to the Trust Company from the bank, or vice versa, as far 
as that is concerned. 

Q. The Royal Trust Company does an insurance business, does it not?— 
A. The Royal Trust Company has a subsidiary company, the Royal Agencies, 
which does an insurance business. 

Q. Is there not a possibility that the connection between the two direc- 
torates might influence insurance business in favour of the Royal Trust Com- 
pany?—A. No. The apportionment of the Bank of Montreal’s insurance is based 
on the business that we get from different companies. We make out a schedule 
of our insurance and we divide it up according to the value of the business that 
we get from the various insurance companies. The Royal Agencies help us to 
prepare the schedule of insurance, but we fix the allotments and the Royal Trust 
Company has nothing whatever to do with it, and do not know anything about 
it. We allot, say, 10 per cent of the total to one insurance company, 5 per 
cent to another, 4 per cent to another, and so on. The Royal Trust or Royal 
Agencies have no influence whatever in the matter. 

Q. Is the insurance placed through the Royal Agencies?—A. They are 
general agents and it goes through them. 

Q. Is all your insurance placed through them?—A. Yes, they look after it. 

Q. That is, the insurance of the Bank of Montreal. I am not speaking 
now of the bank’s clients. The Bank’s insurance is placed through them?— 
A. The Bank’s insurance is placed through them in these various companies. 
They do all the work in connection with it; they are just our brokers, the same 
as you engage any other broker. 

Q. How about any insurance that might be required by clients of yours?— 
A. We do not influence our clients in the matter of placing their insurance. All 
we ask is that it shall be in a satisfactory company and we use Best’s Ratings. 
If it satisfies them it satisfies us. 


By Mr. Robinson: 


Q. Is that what you call a general policy that covers all the banks?—A. No. 
What I am referring to is, that if we have insurance to place on our buildings 
we place it, as I have explained. If our customers have insurance to place and 
we have as security the property which is being insured we do not say what 
company it shall be insured in at all, as long as it is in a company that is 
satisfactory to the concern I have mentioned, which makes ratings for insurance 
companies. 


By Mr. Power: 


_Q. Does the Royal Trust Company bank with you?—A. It certainly does. 
Tt is one of our best friends, as I have explained. 

Q. Mr. Wilson says he has never been able to get any of that account.— 
A. I hope he never will. 

Q. It is a pretty good customer, I suppose?—A. Oh, yes, it is a good com- 
pany .and it is a good customer. 

Q. They would not require any overdrafts?—A. Well, every now and again 
they require something, but, unfortunately for us, they always have enough 
money to cover their overdraft. Whenever they do bororw we are probably 
better secured in any advance we may make to them than to anybody else. 
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Q. It has been suggested that, with fifteen directors, who are directors of 
both companies, the Bank of Montreal would have no difficulty in holding that 
business. Do you do any other business for the Royal Trust Company except 
the ordinary banking business?—A. No. 

Q. Does the Royal Trust Company do anything for you?—A. Yes, they do, 
in connection with our Pension Fund, they look after the mortgages for us, but 
that is all that I can recall. | 

Q. Do you ever buy from, or sell securities to, the Royal Trust Company ?— 
A. We may have at times bought some securities from them for customers but, 
in the ordinary way, we buy our own securities. We are in that business our- 
selves. We buy and sell bonds, we do not need to use the Trust Company for 
that purpose. 

Q. That is, you deal through your own bond department?—A. Yes. 

Q. And you do not use the Royal Trust Company for that purpose?—A. No. 
If they happened to have something to sell, and it was cheaper to buy from 
them, then we would buy from them but otherwise we would not do so. 

Q. You told us that the Royal Trust Company was formed originally for 
the purpose of acting as executors for a number of the directors of the Bank 
of Montreal—aA. No. I said that I understood that some of the directors of 
the bank, and their friends, who were not satisfied to leave the administration 
of their own estates to personal executors, really thought it was a good thing to 
form a trust company. 

Q. Perhaps you can tell me, how far has the Royal Trust Company strayed 
away from that original purpose of being only executors?—A. Well, that was 
what these gentlemen thought. They bought the charter, as I understand of 
an already formed trust company, and the Royal Trust Company now carries 
on a regular, ordinary trust company business. I could give you another 
instance, I think, of how that company is in opposition to us, in fact, I can 
give you a few instances. They are constantly loaning money to brokers and 
others to whom we would like to lend, at lower rates than we will lend it, and 
there is nothing we can do about it but put up with it. 

Q. If I were you, at the next meeting of the board of the Bank of Montreal, 
I would raise the devil with some of your directors for allowing that to be done. 
I think perhaps they might listen to you-—A. Besides that, they pay a higher 
rate of interest on the money they take in on deposit. 


By Mr. Spencer: 
Q. How do they do that?—-A. They can invest it in mortgages and so on, 
which we cannot do. 


By Mr. Power: 

Q. Leaving the Royal Trust Company, for the moment, because I do not 
think I can get anything out of you on this point, I am reading now from the brief 
which you filed on April 12. 

The CHairMAN: What page? 

Mr. Power: Page 472, Mr. Chairman. 

The Witness: The brief on interlocking directorates. 

Q. Yes (Reading) : 

“Tt is a matter of primary importance to the four and a half million 
depositors and the 400,000 borrowers that the banks should be under the 
direction of men of the highest standing in all respects.” . 

A. Yes. 

Q. Now, without reflecting in any way on the standing of any of these men 
mentioned, either in your bank or any other bank, I gather that you take it to be 
that directors are just as you say here, men of the highest standing. Highest 
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standing from the standpoint of wealth, is it not?—A. Not at all. I do not think 
that because a man has money he has the highest standing, far from it, in some 
‘cases. 

Q. Of course, I am not familiar with the financial situation of any of the 
gentlemen mentioned here, but I would be willing to bet that there are very few 
of them paying as low income tax as any member of this committee. It has been 
suggested they do not pay that tax at all—A. I said in my brief: 


In selecting directors from men of the highest standing, the share- 
holders of banks in Canada, as in England, choose those who have been 
successful in their own business and who will bring to the councils of the 
Board wisdom born of successful experience in various businesses and 
professions, which will be of value in directing policy. 


Q. I am coming to that in a moment.—A. Right. 

Q. But the first statement you made was “ men of the highest standing in all 
respects.’—A. I mean, character and so on. 

Q. And I ask you if you really mean of the highest standing financially ?— 
A. I say “in all respects,” not just financially. 

Q. In reading over this list—and I say again without any reflection what- 
soever on any of these gentlemen—that at any rate they have a high standing 
financially—A. I am glad to hear that. As I said, we choose them from men 
who have been “ successful in their own business.” 

Q. We will come to that in a moment, Mr. Dodds, but is it not a fact that 
very often, largely through accident, men are successful in their own business 
and acquire great wealth?—A. I sometimes wonder how much accident there is 
in those things. I cannot say, but if we thought a man had arrived there by 
accident he probably would not be one of those selected. They are selected 
because of their high standing—character and so forth are considered. 

Q. Does it not very often happen that the son of a man who has achieved 
a certain amount of success in his own business is appointed to succeed his father 
on the board of directors of a bank?—A. Well, I think it is possible that it has 
happened, but it is not the first and second generations that usually grow up and 
become useless. I do not want to mention any names, but there are men on our 
Board who have been successful in their own right but who also inherited large 
sums of money. 

Q. So that in that case, at any rate, they have perhaps not been so selected, 
but sometimes they have been selected before they had a chance to show whether 
or not they would achieve success in business, is not that right?—A. Well, most 
of them are keen and they achieve success in business in one form or another. 

Q. Most of them are, yes——A. Yes, such a large proportion that I think 
banks could well afford to drop in an odd one, if there happen to be any odd one. 

Q. Could you tell me why, as a rule, a man wants to be on a board of 
directors?—A. Yes. If I may, I would say that there is a good deal of honour in 
being a director of the Bank of Montreal. I am not now a director but I may 
be, some day, and, if I am, I shall regard it as a great honour. I am not asking 
for the job just now. 

- Q. It might be an Irishman’s promotion ——A. It would be in one sense, but, 
on the other hand, money is not everything. 

Q. But there must be some motive which usually animates somebody who 
is asked to go on the board, or indused to go on the board, as a rule—A. Yes, 
as I suppost there is some motive that animates the man who is asked to become 
Prime Minister. It is an honour. 

Q. That, in most cases, is because he likes the job—A. I am not so sure 
about that, having talked to a few of them. 

Q. There is this too, in some cases at any rate, a man may be animated by 
the high motive of wishing to serve the people. I can quite see that a patriotic 


[Mr. Jackson Dodds] 


552 SELECT STANDING COMMITTEE 


motive would exist in that case, but, in the case of a bank director, do you think 
that the same applies?—A. I think men who are in the business world, and 
who are successful, appreciate it when they are asked to go on the board of 
directors of the Bank of Montreal because they feel it is the seal not only of 
their financial standing, as you have put it, but also, after hearimg me express 
my views of the kind of people we ask to go on the board, that they are getting 
the imprint of the “ highest standing” in all respects. 

Q. Is it not a fact that a great many wish to be on the board and are glad 
to be on the board?—A. Yes, a great many wish to be on the board. 

Q. A ‘great many are glad to be invited to be members of the board, 
either your bank, or any other bank, on account of the standing which it gives 
them in the business world, and secondly, the particular advantage which they 
might thus get over others. La, Well, I do not believe that there is any par- 
ticular advantage that they can get over others. What could it be other than, 
of course that they would get the director’s fees? But, if they have reached a 
high standing in the business. world they surely will not be interested in 
that alone. What kind of advantage would they get for instance? 

Q. Well, would they not have a sense of power and authority in the business 
community, if they were bank directors?—A. They might have, but after com- 
ing to a few meetings they would realize that the board discuss policies, and 
so on. The granting of advances is done only after the general manager recom- 
mends such advances. 

Q. I am going to assume that the people in the business community are no 
more unselfish than other people—any ordinary cross-section of the Canadian 
people— and, unfortunately perhaps, because we are in politics, we come across 
selfishness more perhaps than you do.—A. I think that may be likely. 

Q. But not amongst ourselves.—A. Oh, I see. 

Q. I do not want to be misunderstood by my colleagues. Would it be fair 
to say that a great many men go on boards because they think there will be some 
advantage to them or the concerns with which they are connected?—A. Well, 
I think you had better ask one of the directors. I cannot conceive that there. 
is any great advantage to them. 

The CHatrmMan: Mr. Power, do you not think that that is a question that 
should be directed to the individual directors themselves. I do not see how 
this witness can answer that. 

Mr. Power: I did not ask Mr. Dodds to come here this afternoon. I was. 
perfectly satisfied with the evidence he had already given. 

The Wirness: Mr. Power, I would think that it is a great honour to be a 
bank director. It is for him to see that the savings of the public are properly 
administered. Take, for instance, the City and District Savings Bank, of 
Montreal, what possible benefit could there be, to the people on the board of that 
bank other than the feeling of a job well done. 


By Mr. Power: 

Q. Now, you say in your brief: ‘It is desirable, if not essential, that there 
shall be on a bank board men who represent, and have association with, the 
leading lines of business and industry in the country.”—-A. Yes, Mr. Power. 
A general manager of a bank cannot have a close personal knowledge of all the 
business in the country. He can have an ordinary banker’s working knowledge 
of different businesses, I have been over all sorts of businesses and looked into 
them and so on, but when I wish to know something about the cattle business, 
for instance, I have no hesitation in calling on— 

Q. You ‘call up our friend Colonel Mullins—A. I am sorry, I would not. I 
would call on my friend Senator Pat. Burns and I would ask him something 


{Mr. Jackson Dodds] 


BANKING AND COMMERCE 553 


about it. Or, if I wanted to know something about the steel industry, I would 
ask Mr. Ross McMaster, and so on. 

Q. Could not you do that through another director of the bank?—A. Well, 
here are men, directors of the bank, who have been put there because of their 
standing in the community and we believe they will give us the best advice they 
can in connection with a particular business, and without any axe to grind. 

Q. Do you not, as a matter of fact, in practice, very often consult leading 
business men in these lines, irrespective of your directors?—A. Oh, yes. 

Q. Your branch managers particularly do so?—A. Of course, they must. 

Q. They must?—-A. Yes. They have to keep in touch with the business 
community. Obviously they ask them questions. ‘ 

Q. Would it not serve the same purpose, in a general way, for the bank to 
do it from Head Office?—-A. No, I think we want somebody who is really in close 
touch and who has some responsibility to the bank. 

Q. Now you say applications for loans come from individuals and corpora- 
tions engaged in every industry, and it is therefore obviously helpful to have 
one person, at least, on the board, who has special knowledge of the business 
carried on by an applicant for large advances and the existing conditions relat- 
ing to that business. Might not the individual who is the applicant for large 
advances be a competitor of the gentleman you have on your board?—A. Mr. 
Power, I have never known, in my experience, anybody to be turned down for 
an advance who was entitled to it, from a banking standpoint, because a director 
happens to be in opposition in the same line. I have never seen any such influ- 
ences exerted. 

Q. Again, your directors are only human beings?—-A. They are human 
beings, but I am general manager of the bank, and I can speak authoritatively 
on that. I am present at all board meetings. I listen to what the directors say; 
I am glad to have their advice, but I have never known them to use their influ- 
ence to stop any one getting a credit or to harm a competitor, through the 
knowledge or information that they acquire on the bank board. 

Q. Might it not be possible for them to paint only certain colours of the 
picture?—A. Well, you asked me just now if we did not talk to other people as 
well. We do; we ask other people their views, as well about conditions, and so 
do I. As I said, they have no responsibility; the directors have. And if any 
director started to use his position to down a competitor, there are enough men 
of character on the board of our bank to down him, pretty quickly. 


By Mr. Jacobs: 


Q. The director, of course, would know something about the individual 
character of the man who is engaged in the same business as himself, and it 
would be his duty to disclose that character, would it not?—A. That is about 
right. 


By Mr. Power: 


Q. Mr. Dodds gave us to understand that he would not disclose it very 
much?—A. Disclose the character of anybody? 

Q. If it were unfavourable-—A. Oh, our directors certainly would. I have 
no desire to create that impression. If any of our directors thought that a man 
was not a fit and proper person to do business with he would tell me why and 
then I would check it up, in justice to the customer. 

Q. Now, I put this to you, and I do not expect you to answer it in the way 
I want you to—A. That is too bad, Mr. Power. 

Mr. Geary: You had better give him the answer and then ask him the 
question. 
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By Mr. Power: 


Q. We are under the impression that persons who accept the position of a 
bank director do so because they have some interest other than the honour and 
prestige attached to a bank director, and that banks, on their side, invite those 
persons to join the board because there is something—some gain other than 
their character and advice—to be gained by the bank having such men on the 
board?—A. I stressed in my memorandum two primary attributes of a bank 
director, and would like “ frankly to mention a third; he should be a man who 
can and will be helpful in influencing safe and profitable business to the bank.” 

The CuatrmMAn: You might Mr. Power, direct attention to the first part 
of your question, because it struck me as being peculiar. 

Mr. Power: The first part of the question dealt with the interest of the 
person who takes a seat on a board, and the second part was the reciproval 
interest of the bank in inviting him to take that seat. 

The CHAtRMAN: This witness can speak as to the second part, but do you 
think he can speak on the first part? 

Mr. Powrr: I do agree with you, Mr. Chairman. I do not however, think 
there is anything else I can ask this witness. The object of pursuing this 
investigation is to see if there is any evil arising from the interlocking of directors, 
and, if there is any evil, we ought to know about it. 


By Mr. Power: 

Q. I shall now put it to you very frankly, Mr. Dodds. Is there any evil, 
to the body politic, arising out of the practice which exists in Canada of having 
a large number of men on different boards of directors who, at the same time, 
act as bank directors?—A. Absolutely none, in my judgment. 

Q. This question was discussed before the Macmillan commission?—A. 
What page? 

Q. Paragraphs 276, 277, 278 and 279, page 78. 276 draws attention to the 
fact that complaints have been heard, throughout Canada, with regard to this 
practice and tells us that there has been certain discriminations?—A. Yes, and 
it also goes on to say no evidence has been adduced...... 

Q. I am coming to that. 277 says, ‘“‘no evidence has been adduced” to show 
any such discrimination. 278 rather affirms your viewpoint that it is in the 
interests of the banks, and in the interest of the country, that men of prominence 
in affairs should be on the board of different companies and then it says: “It 
must be left to the sense of propriety of directors not to place themselves in a 
position where their interests may conflict with their duty or which may justifi- 
ably attract unfavourable comment.” You notice the use of the word 
“justifiably” ?—A. Yes. 

Q. You will admit whether justifiably or not, there has been considerable 
unfavourable comment?—A. Yes, by the uninformed. I think that is why I 
welcomed this paragraph of your motion. I looked upon your questions as the 
Chairman suggested, in this way, that you want to throw light on this thing, 
and if there is anything wrong, let us find it, and have it corrected. I say there 
is nothing wrong in my judgment. 

Mr. Jacozs: That does not apply to the United States, does it? 

Wirness: I am thankful I do not have to answer for the United States. 


By Mr. Power: 


Q. It is a matter for each person’s individual judgment, as to whether he 
believes that the directors of banks, placed in the position of trustees, which, 
after all, they are for depositors, will conform strictly to what the individual 
thinks should be his sense of duty. I do not suppose we can get very far with 
this, except to elicit what we can in the way of facts?—A. I agree. 
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Q. As to what conclusion we draw from those facts, there is no way of con- 
trolling that, either your side or my side?—A. I take it your side is my side. 
I think you are rendering a public service—I do not want to flatter you; you 
would not like that—in bringing this question up. You have rendered a public 
service, because it will let a little light in on this thing, and that is a very good 
thing. 

Q. We try to get all the light we can?—A. Yes. 

Q. In order to get little more light, I would refer you to paragraph 279 
which says: 

We agree however, that directors should not vote or be present at 
meetings of their boards when credits to themselves or any firms or cor- 
porations of which they are partners or directors are under consideration, 
and we are informed that most of the banks have by-laws to this effect, 
which in practice are strictly obeyed. We suggest that all banks have such 
a by-law. It says, “all” banks?—A. Yes, I quite agree. 


Q. As president of the Canadian Bankers’ Association, do you know if 
“all” banks have such a bylaw?—A. No; I think nearly all have, but I cannot 
offhand just tell you which, but I can find out; but, in any case, Parliament, 
as I understand it, is dealing with the matter. It is suggested to me that one 
of the amendments to the new Bank act, reads, 


In no ease shall a director of the bank be present or vote at a mecet- 
ing of the board during the time when loans or advances to himself or 
any firm or corporation of which he is a partner or director are under 
consideration. 


I think that is now the general practice, anyway. 

Q. Is that an amendment to the Bank Act, or is it an amendment introduced 
since the Bill was referred to the committee?—A. It is not in the present Act, 
but it is in the bill. 

Q. As introduced to the House. Tell me this, does it make any difference, 
in actual practice, whether the director votes or not?—A. Well, the voting 
part is not so important. 

Q. It is not important at all?—A. In the first place, the credit would not 
go before the board, for approval, unless the general manager recommended 
it, and the general manager does not approve, unless he thinks the loan is a good 
sound one. 

Q. So that this amendment is hardly worth the paper on which it is writ- 
ten?—A. Yes, I think it is. 

Q. Why is it, then?—A. I think it is because the public will then know 
that if anybody on a board wanted to say something he would not care to have 
the senior member concerned, if I might use that term, hear, he could say it 
without embarrassment. I think that is perhaps a good thing. You know, 
lots of people will say things when you are not there. 


Mr. Jacoss: Hear, hear, they always do. 


By Mr. Power: 


Q. You told me a moment ago that no loan of any consequence came before 
the board unless it was passed upon by the general manager? Is that so?—A. 
Yes, and I have never had a loan— 

Q. What would prevent me, if I were the president of the Bank of Mont- 
real, from going to you and arranging for a loan without attending the meet- 
ing of the board?—A. Mr. Pzwer, you would not suggest there could be col- 
lusion between the president of the Bank of Montreal and myself? 

Q. No; I am only supposing this—A. He would tell you, I believe, if you 
asked him—perhaps you had better ask him—what would happen if he tried to 
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get me to put through something that I did not agree with as being right. He 
would tell you I would turn it down at once. 

Mr. Jacogs: You would not suggest he would do such a thing? 

The Witness: No; I know he would not do it. 


By Mr. Power: 
Q. Again, turning to the old adage, we are all human, and most of us are 
extremely selfish?—A. I do not know; I am not sure that most of us are so 
selfish. I think the average human is pretty generous. 


Mr, Coore: Hear, hear: 


By Mr. Power: 

Q. When his own interests are concerned, he likes to think of himself a 
little bit; you will admit that?—A. Yes. 

Q. I would suggest to you that your president—and this is without any 
reference to Sir Charles Gordon, or yourself, but to banks generally or presidents 
of banks generally—must necessarily have a great deal of influence over the 
general manager, when he comes in to discuss a loan for a company in which 
the president is interested?—A. I tell you that if I went to the president of 
the bank, and asked him about any company—I do not know anybody in the 
country who can read a balance sheet any better than our president—he would 
give me his opinion, and say, “ you are the general manager of the bank; 
what do you think of it?” If I said “Do not make the loan,” he would say 
“All right.” 

Q. You have a pretty good president? I am just wondering why you 
have a president; why don’t you run the whole show yourself. You do not 
need a board.—A. You instanced a loan to a company in which the president 
was interested. In other cases I need his advice, and better advice could not 
be had. 

Mr. Geary: Probably the president would be a good general manager too. 


By Mr. Geary: 

@. Some of your directors are fairly ubiquitous. Are they able to attend to 
all the jobs they have——A. I think that the average time of one of these 
board meetings, in the ordinary way, probably is half an hour, or an hour, 
sometimes less, and in that time the opinion of men can be readily obtained. 
I should think they had time to carry on their duties as directors in the way 
they should. 

Q. They do attend your meetings?—A. They do, yes. If they did not, the 
shareholders would know about it, because they get a list of the attendance. 

The CuairRMAN: Sir Charles Gordon is here, Mr. Power, if you would like 
to examine him, and Mr. Wilson of the Royal Bank is here. I think Mr. Wilson 
would like to make a statement on this matter. 

Mr. Power: Perhaps I had better ask Sir Charles Gordon some questions. 


Sir CHaRLes B. Gorpon, G.B.E., called. 


By Mr. Power: 

Q. I suppose you know that there has been, and there still is, prevalent 
throughout the country, the opinion that men high in the industrial life of the 
country should not also be directors of banks. I am saying that as a preliminary 
statement— 

The CHAtRMAN: Should not also? 
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By Mr. Power: 

Q. Should not, at the same time, be directors of banks. I am saying that 
as a preliminary statement, so that we will understand each other, and you will 
know what I am driving at when I ask you other questions. I am taking for 
granted that the brief filed by Mr. Dodds is a brief filed on behalf of yourself 
and other persons who are connected with industries in Canada, or have you a 
brief of your own you would like to file?—A. No, I have not a brief. I had com- 
munication of the brief filed by Mr. Dodds, at the time he filed it, and I read it 
over this morning. I agree with almost everything that is in that brief. 

Q. You are quite satisfied that it represents your views?—A. I am perfectly 
satisfied that it is a proper explanation of the question of interlocking direc- 
torates. 

Q. Do you see anything—I do not want to use the wrong word—reprehen- 
sible or improper in four, or five, men like yourself having, through their con- 
nections as directors, what almost amounts to a control of what is commonly 
called the money power in Canada. I put the question to you just as bluntly 
as it has been put in the House of Commons, and elsewhere, and would much 
appreciate an answer in the frank way in which I put the question to you. 


The CHairMAN: Is not the use of the word “ reprehensible” objectionable? 
Could you not use another word? 

Mr. Power: Yes. I think I could substitute the word “ objectionable.” 

Mr. Hacxert: Incongruous. 

Mr. Powrr: That is not strong enough. 

The Witness: Speaking for myself, I really never had such a feeling; I have 
never had such a feeling at all. In every company that I have had to do with, 
T have made it a practice never to exercise my influence in conjunction with any 
other director, and I am quite independent in that way. I am in no rings, or 
cabals, or anything of that description, and never have been. I have always 
used my influence entirely for the benefit of the company itself, and not in con- 
junction with anybody else or any other company. 

Q. You cannot conceive of any time when the interests—I will come to that 
later—I want to get your view first of all as to the effect on the country as a 
whole of this system, whereby a very few men—will you first of all admit my 
premise that a very few men, through their associations, are practically able to 
contro] the monetary policy of Canada?—A. Well, Mr. Power, the presidents of 
banks, or directors of banks, do not act together in these matters. They repre- 
sent only their own bank, and attend to the interests of their own bank. They 
do not direct interest rates or credit. They direct the credits of the customers 
of their own banks but not all banks in conjunction. They have nothing to say 
about any other bank. 

Q. Just on that point, you have strayed away from the subject, but we 
will come back to it later. You say they do not direct the interest rates—per- 
haps I should have put this question to Mr. Dodds—you say bank presidents, 
or the banks themselves, do not in any way combine to direct interest rates; is 
that what you mean?—A. Well, we have arrangements about deposits. We pay 
the same rates, as you know, on deposits. 

Q. That arrangement is made through the Bankers’ Association?—A. I 
think it is; I cannot tell you, though. It is a rate on which we all agree, and 
savings deposits all bear the same interest rate—2$ per cent. 

Q. What about the rate on loans?—A. Well, the rates on loans vary. The 
prevailing rate, of course, is 6 per cent, that is the prevailing rate on com- 
mercial loans. Other loans are made at lower rates than that; I have a list 
here somewhere, if you wish precise figures. 

Q. Other loans, for instance, government or municipal loans?—A. Yes. 
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Q. But no other loans to individuals or individual companies?—A. Yes; 
sometimes. Where the individual puts up government bonds as collateral, for 
instance, or something of an equally high grade, he would get a rate lower than 
6 per cent. 

Q. I put this to you, Sir Charles: Is it not a fact that either through an 
understanding or an agreement, sanctioned by the Bankers’ Association, you can- 
not, without consultation with the Bankers’ Association, loan for commercial 
purposes at less than 6 per cent—the prevailing rate?—A. Well, I am not very 
familiar with that, Mr. Power. 

Q. I know that. Mr. Chairman, may J} put that question to Mr. Ross? 
Did you follow that question, Mr. Ross? 


Mr. Ross: I followed the question, Mr. Power. There is no arrangement— 
no record of any arrangement—with regard to commercial loans as to what rate 
shall be charged by the banks. 

Q. There was a special rate in regard to loans to brokers?—A. Well, I can- 
not recall. There may have been an arrangement between the banks, in some 
particular city. I do not remember anything through the Bankers’ Association in 
that way. It is possible, but I have no recollection of any such arrangement. 
I think there was, with reference to loans against Dominion government bonds 
some years ago, that the rate should not be less than 5 per cent, and so forth; 
but there is no general arrangements; so far as I am aware, there never has been 
a general arrangement, with regard to the rate on commercial loans. 

Q. To come back to where we started, Sir Charles. The statement has 
been made, and I do not know that I did not also make it myself in the House; 
but I am reading now from Hansard, a speech made by Mr. Irvine, on March 
1, 1934, at page 1156. Mr. Irvine is speaking of the Bank of Montreal and the 
Royal Trust Company, and he says this: “ These two companies should be con- 
sidered as one, there being 14 directors common to both, including the president, 
Sir Charles Blair Gordon.” As a matter of fact there are 15 directors common to 
both. Continuing, Mr. Irvine said: “ The capital and reserve of the Bank of 
Montreal is $76,000,000 and, of the Royal Trust Company $5,750,000. The 
combined assets of the two organizations total $1,324,000,000. The combined 
boards total 45 members who hold 217 directorships in 135 other companies.” 
Now, I put it to you, do you think it is in the general interest of the country that 
the boards of these two companies should hold so many directorships, and, 
through those directorships, have a word to say in the policy of so many com- 
panies throughout the country?—A. Well, I cannot be more emphatic than Mr. 
Dodds was about the association of the Bank and the Trust Company. I am 
the president of both, as you know; but they are run entirely separately. The 
Bank of Montreal, as a bank, has no interest in the Royal Trust Company, 
and has no shares in the Royal Trust Company. 

Q. Leaving that aside for the moment, Sir Charles— 


The CuHamrman: He is first answering one part of your question. 


By Mr. Power: 


Q. Go ahead—A. It is true that a lot of the directors are the same, but there 
are a number of other directors, you did not read out their names. There are 
fifteen directors of the Bank of Montreal who are directors of the Royal Trust 
Company, but there are eight directors of the Royal Trust Company who are not 
directors of the Bank of Montreal. Now, if we have a vacancy on the Royal 
Trust Company we try to get a director on that Board who might afterwards 
become a director of the bank; we do that sometimes. 

Q. Why, what reason would you have for that?—A. Oh, just because it is 
a stepping stone to the bank. Sometimes we do not have a vacancy on the bank 
directorate, but still we like to obtain someone who looks promising, you see” 
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Mr. Jacoss: You keep him in cold storage. 
Mi Powur: You hold him ‘in trust.” 


The Witness: I just want to say, Mr. Power, in selecting directors for the 
bank, I am very careful to try to get not the richest man, or anything of that 
kind, but an all round business man—he does not need to be a commercial or 
industrial business man—-a doctor or a lawyer would suit the purpose, 


By Mr. Power: 


Q. There are very few doctors on your Board and not many lawyers.—A. 
well, there are some lawyers. We have four, General Mewburn, Mr. Meredith, 
Mr. Beatty and Mr. Tilley. 

Q. You have four lawyers on your board.—A. Yes. But that is so, Mr. 
Power—we exercise the very greatest care, and we do not put any of them 
on because a friend of his wants him put on. 

Q. I know, but it would require considerable pull, and a certain amount of 
very intensive lobbying, to become a director of the Bank of Montreal, I 
would say.—A. No, there is no lobbying at all. 

Q. No lobbying?—A. No, because I know if I asked for opinions from 
five or six of my directors I would have five or six fights on my hands. 

Q. But do you never really feel that you have a very great responsibility on 
your shoulders, on account of your association with different companies and 
through them, at least, a certain control over the financial destiny of the 
whole of the Dominion of Canada?—A. Well fortunately, Mr. Power, most 
of the big companies with which I have anything to do are not borrowers at 
all from the bank. The biggest one I have to do with, as you know, is Domin- 
ion Textile Company, and I have been president of that for twenty-nine years. 
That company does not owe the Bank of Montreal one cent. I mean, we might 
owe them at times a few thousand dollars, but I do not think we owe them one 
cent today. Once in a while we will borrow a little, just to carry us over 
to the end of the month, as is the case with most of the companies in which I 
am concerned. 

The Cuarrman: What I think Mr. Power is driving at is this, Sir Charles: 
It is alleged, and has been alleged, ever since I have been a member of parlia- 
ment, that, because of the fact that so few men control the destiny of so many 
companies—including banks—it is an evil to the country because they have 
control of the financial credit system. That is the crux of the situation, and 
that is a real problem with which we, as public men, have to deal. 

Mr. Power: And I am asking Sir Charles frankly to give us his opinion. 

The Wirness: That is what I am trying to do, Mr. Chairman. All these 
companies with which I am connected are not dependent on the bank for their 
credits at all, because they are not borrowers from the bank to any extent. 

r The CHarrman: Well, that is an important answer, there is no doubt about 
that. 

Mr. Powrr: But that does not answer the whole of my questions. 

The Wirnnss: As I say, of all the companies with which I am connected 
none are big borrowers, and, when I| say that, I do not mean they are small. I 
could name them over to you if you like—a few of them—and they are not bor- 
rowers at all. 


By Mr. Power: 

Q. I shall probably ask you about that in a moment. That is not what I 
am getting at—it is the influence on the board and the fact of practically so 
few men having such enormous resources at your disposal—is that good, or is it 
bad for the country?—A. If we act in a proper way, I think it would be good. 
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Q. Now, if you did use them in a proper way—what I am trying to get at 1s 
could this power be abused?—A. Yes. 

Q. Without reference to you, or to any other of the gentlemen who are 
now in the position you occupy?—A. I think it could. 

Q. You think it could?—A. Yes. I will tell you what I have in mind. For 
instance, supposing there were two or three companies anxious to borrow money 
from the Bank of Montreal do you suggest that I might use my influence against 
them—say two or three cotton or textile companies? 

Q. Quite—A. And would not give them all the money they wanted? 

Q. Yes—A. Well, I could not do that, not with a decent board of directors; 
they would not permit it; they would soon see through that business and get rid 
of me, and if I realized anybody on my board was doing anything of the kind 
I would get rid of him. 

Q. Well now, would it be possible—and I think perhaps you will admit that 
it would be possible—for a certain number of, let us call them financial adven- 
turers, to get into a position, somewhat like that which you occupy, of being 
able to control credit throughout the country to their own advantage and to the 
general disadvantage of the country; is that a conceivable possibility?—A. Well, 
they would have to get control of a large block of the stock of the bank—to 
secure that control by buying stock themselves or through their friends—and 
in that way, that is, by owning the shares of the bank, then, of course, they 
could elect their own board. But then they might Icse a great many of their 
deposits. That would be the real result, I think. 


By the Charman: 


Q. But you admit the situation, which Mr. Power has visualized, to be 
conceivable?—A. It is conceivable, yes. 

Q. But not probable, as I understand it?—A. But what would happen if 
people, such as you describe, got control of the Bank of Montreal? Don’t 
you think the public would lose faith and take away their deposits? 


By Mr. Power: 


Q. You have heard of the National City Bank? I do not want to be 
treading on your toes, but I think you are a director of the National City Com- 
pany?—A. No. 

Q. You were a director of the National City Company?—A. No, I was on 
the advisory board of the National City Company, until 1927. 

Q. Well, when I now mention the National City Bank I am not treading on 
your toes, then?—A. No. 

Q. There was such an institution in the United States, and there were gentle- 
men called Wiggins and Mitchell connected with it?—A. It is a very large bank 
in the United States, to-day, I think the second largest, and I do not mind 
telling you it is our particular correspondent in New York and has been, for 
many years, but there was no wrongdoing in the National City Bank until, 
just recently—until Mitchell got into this profit sharing business. 

Q. If that could happen in the United States could it not happen here?— 
A. No, I do not think so and I will tell you why I say so. You suggested that 
the Royal Trust Company is an adjunct of the Bank of Montreal. It is not an 
adjunct in the way that the National City Company was of the National City 
Bank. The National City Company was a speculative company—a company 
putting out issues. The Royal Trust Company never puts out issues of any 
description. It does not make any money out of that kind of thing. The 
National City Bank used the National City Company, and the Chase National 
Bank used the Chase Securities, and the First National used the First National 
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Securities—and every bank in New York was in the speculative business—and 
you know what happened. And we were pressed time and again—not just since 
I have been president, but during Sir Vincent Meredith’s time; he was pressed 
time and again—by people to have an adjunct to the bank something like what 
seemed to be the fashion in New York, where they were making all kinds of 
money out of the notion. We simply would not do it. 

Q. I would be very glad, Sir Charles—and I think most of the members of 
the committee would—if you would elaborate a little more on that statement 
and show quite clearly what is the distinction between the Trust Companies 
which were adjuncts to the American Banks and the Trust Companies which are 
associated with the Canadian banks, showing us the nature of the latter connec- 
tion. I think it would be very important, do you not, Mr. Chairman? Do you 
not agree with me, Mr. Chairman, that it would be of some importance to the 
public generally if somebody would file a brief on this; it might be worth while. 


The CHarrman: I agree. I think the public would get a good deal of 
information and it might remove a good deal of false impression, if that were 
done. I think I understand the situation. 

Mr. Power: Frankly I do not for one. 

The Witness: Well, Mr. Power, you asked Mr. Dodds about the Royal 
Trust Company and I will tell you a little more about it. It is a Trust Com- 
pany, in every sense of the word. It is not a trading company; it is not an 
investment banking company; it is not a company used to buy and sell stocks, 
or to make floatations. It is simply doing an executor’s business—a trustee 
business for its clients. They have nothing to do with the public’s money, except 
in administering the estates of clients, in a private capacity. 


By Mr. Jacobs: 


Q. Do they advance money on stocks?—A. They advance their clients 
money on stocks. For instance, if you came to the bank, and wanted $100,000 
put out for you for two, or three months, or even six months—if you came into 
the bank and wanted us to do that we would not want to do it—but you might 
go to the Trust Company and they might do it; they could do it off their own 
bat. We do not interfere with them, even I would not know about such a trans- 
action. It would be reported after it was completed. 


By Mr. Power: 


Q. Would there be much of that kind of business?—A. No, we do not do very 
much of it, but we have to do some of it. 

Q. I would imagine anyone who had $100,000 to let out could go directly 
to a broker. I think Mr. Wilson told us that the other day.—A. Mr. Power, 
you know we are agents for a lot of people, we are administering estates for 
people, for instance, for the Montreal General Hospital, the Royal Victoria 
Hospital and McGill University. They all have funds, at times, which they 
wish to invest temporarily and not let he in a bank. A bank would not give 
them any interest so they move the funds to a Trust Company and they say 
we will give you this money to put out for four months at 4 per cent—and the 
Trust Company charges them a commission for doing it—but they are not 
responsible for the loans. We will say it is the Montreal General Hospital and 
they wish to loan out $50,000, the Trust Company tell the Montreal General 
Hospital the kind of security they are going to take and they say “Are you 
satisfied’ and they say “ yes,” and then the Trust Company say. “ All right 
we will look after it for you and charge you a commission.” That is the kind 
of business trust companies do. Now that is entirely different to those trust 
companies—so called trust companies—in the United States. They are not 
trust companies at all, in the real sense of the term. 
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Q. How would you describe them then?—A. Well, they were back doors 
for their banks, that is what they were. They were there incorporated to do the 
things which the banks themselves could not do. 


By Mr. Hackett: 
Q. They were speculators?—A. Yes. 


By Mr. Power: 
Q. They were a little more than investment bankers?—A. Oh, they were 
(usc 
The CHarrMAN: “ Racketeers.” 


By Mr. Power: 

Q. They issued securities, did they not?-A. Yes, they became the agents, 
they made issues, For instance take South American issues, there was not a 
State in South America after which the banks in New York were not running 
to try to lend money. Take the Argentine, Brazil, Equador, Colombia, every 
state,—Chile. 

Q. How were loans to those South American republics handled in Canada, 
by whom?—A. Well, a good many of them were handled direct through people 
in the United States who brought them out, like the Chase Bank and the 
National City Company, the Chase Securities which was the name of the 
Chase subsidiary; the National City Bank; the Irving National Bank, every 
single bank almost. 

@. When those securities came to Canada through whom were they handled 
here?—A. They were handled by what were called investment banking houses 
and brokers. 

Q. But not through any of the trust companies?—A. The Royal Trust 
Company would no more think of touching one of those things than of flymg 
over the moon. 


By Mr. Jacobs: 


Q. Although the men at the head of them in New York were men of the 
highest integrity—A. Yes they were—that is a funny thing. But that became 
the fashion in New York, to establish one of these companies which bore the 
name of the bank, as a rule, except that it just said this was the Irving Trust 
Company, not the Irving Bank; the National City Bank was the National City 
Company, Chase Securities and so on. 


By Mr. Power: 


Q. What is to prevent the Royal Trust Company, or any other trust 
company, affiliated with a bank, from doing the same thing as Chase Securities, 
or the National City Company, or any of these other companies—lIs there any- 
thing to prevent that?—A. Well, I do not know whether their charters allow 
them to or not, I cannot say, Mr. Power. I imagine they could not but I do not 
know. 


Mr. Hacxerr: They are under the inspection of the Department of Finance. 
Mr. Jacoss: So were the companies in New York, somebody inspected them. 


The Cuarrman: Is that quite true of the Provincial Chartered trust com- 
panies? I do not think our Finance Department has any jurisdiction at all 
over such companies. 

Mr. Rosrnson: The Provincial governments have. 
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By Mr. Power: 

Q. So that really the only thing that prevents anything occurring such as 
occurred in New York—that is, financial racketeering—is that hitherto our 
bankers, and their associates, have been men of high character?—A. Yes, and I 
do not know of any case where any bank ever carried on the flotation or selling 
of shares, that is to say, through a company associated with them, I do not 
remember any instance. : 

Q. Nor do I remember any such case. Of course, I would not know any- 
way. Although trust companies are authorized to carry on the ordinary busi- 
ness they are copies, largely, of the American trust companies. 


Mr. Jacozs: Entirely so. 

The CHatrmMan: Well, the federal chartered trust companies are under the 
control of the superintendent of insurance and their functions are defined by 
statute and they are open to inspection. That is not true of provincial chartered 
trust companies. I do not know what the law is, in respect to them. 


By Mr. Power: 

Q. Do you know, Sir Charles, if there is anything that prevents mixing up 
the work of an ordinary trust company with that of a security company, or 
with a company dealing in securities? That is a question of law I know, but 
do you know of anything?—A. No, I do not know anything about it, Mr. Power. 
All I know is that so far as the Royal Trust Company is concerned we have 
never done anything of that kind. 

Q. You have never done it?—A. No. 

Q. Now, may I ask you how a bank director is chosen? I know you will 
tell me by the shareholders, but let us admit frankly that that is not quite the 
case-—A. Well, there is no definite way. 

The CuHarrman: Is he not chosen by the other remaining directors? 


Mr. Power: I want to get to the bottom of that. Unquestionably they 
are so chosen. I do not believe they are chosen by the shareholders. 


The CuHatrMan: No, neither do I. 


By Mr. Power: 

Q. Will you agree with that statement?—A. Oh no. 

Q. They are not chosen by the shareholders?—A. Their choice is confirmed 
by the shareholders only at’the annual meeting, though any shareholders could 
make objection to the slate as put forward at the annual meeting, and, if the 
directors knew that such a thing was going to occur, I do not think they would 
put it forward. ; 

Q. It is very like securing admission to a club—the directors see to it that 
they pick a man who is not likely to be blackballed before they submit him to 
the general meeting—is not that a fair statement?—A. If he were not a desirable 
director, I think he would be blackballed. 

Q. By the shareholders?—A. No, first by the other directors. 

Q. By the other directors first?—A. Yes. 

Q. Have you ever known of a case in your experience in the bank, where a 
man was selected by the board and was afterwards rejected by the shareholders? 
—A. No. I have known of cases where the names of men have been proposed 
to me and I would go and consult some of our directors as to what they thought 
and we have decided: “well he is not quite what we want,” that is all: and we 
did not go any further with it. 

Q. As a matter of fact, the shareholders have little or nothing to say in the 
choice of directors, is that fair?—A. How could they, Mr. Power. They come 
to an annual meeting and the shareholders are nearly all represented by proxy, 
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and those that are in the room are not going to make any objections, at the 
last moment, because they know those proxies are standing there and they are 
going to get voted down anyhow, if they propose another slate. 

The CuHatrman: There is no doubt that is the practical way it is done, 
the vacancies on boards are filled by the remaining directors and confirmed at 
the shareholders meeting. They go through a form of election. 

Mr. Rosinson: It has to be unanimous, has it not? 

The Cuairman: I suppose the procedure is governed by some by-law. 


By Mr. Power: 

Q. There has never been a case, to your knowledge, where the choice of the 
directors has not been approved?—A. There have been cases where, possibly, 
directors who have been found undesirable have been asked for their resigna- 
tions and dropped. 

Q. That is, by the board—A. By the president of the board, yes. 

. The board did not take the trouble to place their names on the slate? 
A. No no, I mean when they have actually been on the board and something 
has happened, during their term as a director, that the other directors did not 
care about, or did not agree with, and they asked them for their resignations. 
And that is the safeguard in it, Mr. Power. If you get a good board, they do 
not want any bad ones amongst them, they do not like to see them around. 


By Mr. Irvine: 
Q. What is a bad one, sir?—A. A bad one? 
Q. Yes.—A. Well, someone that does something wrong. 
Q. Well, what is something wrong? 


By Mr. Spencer: 
Q. If a director makes a bad failure in his business would that be con- 
sidered wrong?—A. He would have to resign at once, of course. 


By Mr. Power: i 

Q. It has been pointed out to me, Sir Charles, by a member of the com- 
mittee, that on occasion you choose as a director the ordinary shareholder in 
commercial companies—it happens more often perhaps in mining companies— 
but he receives proxies from four or five differerit factions who each have a 
slate which they wish to present to the shareholders meeting. Now does that 
ever happen in banks?—A. It never happened in the Bank of Montreal, to my 
knowledge. 

Q. As far as you know, there has never been any fight for control in the 
Bank of Montreal?—A. Oh no. 

Q. You are a happy family.—A. None of our directors are very large 
shareholders in the Bank of Montreal. 

Q. I was just coming to that—A. We have others outside who are far 
larger shareholders than the directors. 

Q. I was coming to that. The holding of a number of shares is not an 
important factor—.—A. No. 

Q. In the appointment of a man as a bank director?—A. One hundred 
shares is the qualification. 

Q. One hundred shares is sufficient?—A. Yes, that is the minimum require- 
ment. 

Q. Now, have you a number of directors who would hold only the minimum? 
—A. No, I think all have a little more than the minimum. I think perhaps one 
or two of them have the minimum, but most of them have a substantial holding. 
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Q. Is the board composed of, twenty-five members I think it is——A. Eigh- 
teen now. 

Q. Would it have control over the shares? 
of it. You see there are 360,000 shares. 

Q. It is given by averages I think. 


A. Oh no, not within a mile 


By Mr. Geary: 

Q. It is open to shareholders to make themselves felt in the meeting, if 
they want to try to drum up proxies, or voice their views in one way or another, 
is it not?—A. It would have to be an organized movement, on their part, some- 
time before the annual meeting, so that they would not give their proxies to the 
same crowd that is in control. 

Q. That is the poimt I make, that really the shareholder is not such a 
cypher as some people think. —-A. Oh, no. He does not need to give up his proxy 
at all, and he does not need to sign it for the slate that is put up by the board. 


By Mr. Power: 


Q. But practically it is almost impossible for the shareholders to make 
their views felt, at a meeting of shareholders, is it not?—A. Well, it is never 
desirable, I do not think, Mr. Power, if the bank is being conducted properly. 

Q. Why is it not desirable? We are wandering far from democracy now. 
I suppose a joint stock company is, in a certain sense, a democracy. Why is it 
not desirable that the shareholders should be consulted and should have their 
views aired?—A. I do not mean that. I mean it would not be desirable for them 
to withhold their support from a board in which they had confidence. 

Q. Well, naturally they would not withhold it from a board in which they 
had confidence—A. The only other thing then that they can do— 

Q. There is very little they can do otherwise, without organization—A. 
They must organize. 

Q. And it is not likely that they would organize, unless they had a reason 
for it—a specific reason for it— that is fair enough. Owing to the nature of the 
set-up they cannot find a reason whether that reason exists or not, until the 
bank goes broke, is not that fair enough?—A. Oh no. 

Q. Or the bank is in difficulties —A. Oh no. If they found that the bank 
was being mismanaged they would call a meeting immediately. 

Q. Do they get enough information to know whether the bank is being mis- 
managed or not?—A. Well, they get the bank’s statement every month, whether 
they look at it or not, I do not know. 

The CHAIRMAN: In practice what would happen would be this, that the 
shareholders would get alarmed at the management of the bank and would go 
and see the directors and put them on their guard and then it would be up to 
them; and they could also go and see the inspector general of banks. Share- 
holders are not as powerless as people perhaps imagine. 

Mr. Geary: That is the point I am making, the shareholder is surely not a 
cypher because he has confidence in the administration. 

Mr. Powrr: He is bound to have confidence because he knows no reason 
why he should not. 

The Cuairman: That may be true. 

Mr. Irvine: When you talk about “he,” who is he? 

The CuatrMaAn: A shareholder. 

Mr. Irvine: There are 300,000 scattered all over the world. 

The CHamrmMan: There are 360,000 shares. 


Mr. Irvine: Oh yes. 
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Mr. Power: In the report of the Royal Commission on Banking and Cur- 


rency, page 101, Distribution of Bank Shares, December 31, 1932 (submitted. 


by Canadian Bankers’ Association), number of shares issued, 1,445,000; number 
of shareholders, 48,271; average number of shares held, 29-9; number of shares 
held by directors, 54,883. 

Mr. Hackxert: About 7 per cent of the total. 

Mr. Power: That is to say, the directors hold about 7 per cent, as Mr. 
Hackett says. 

The Witness: Mr. Power, you have been asking me a lot of questions, 
will you let me ask you one? 

Mr. Power: I do not mind. 

The Witness: Well, in reviewing the record of the Canadian banks during 
this period of stress that we have gone through, and the fact that we serve such 
a tremendous country and sparse population, do you not think the service of 
these banks has been something wonderful in this country during the last few 
years? 

By Mr. Power: 

@. Do you mean from the standpoint of their stability?—A. Their stability, 
yes. Then further, Mr. Power, if you had lived in the United States, in any 
State in the union, for some little period you could not have got a dollar, because 
in many of the States the banks were shut for months, in fact, 5,000 of them are 
shut yet. 

@. I had marked that for questioning in Mr. Dodds statement. If you 
will permit me to reply to your question by another, at page 472 of Mr. Dodds 
statement he says: 

The chartered banks are the depositaries of savings of the public, 
totalling $1,335,000,000 in Canada. During what has been described as 
the greatest depression the world has ever experienced, we have seen below 
the Border literally thousands of banks fail, with colossal losses to 
depositors, and finally the whole United States banking system lapsed into 
a state of suspended animation. During that unprecedented period not 
one Canadian bank closed its doors; their 3,900 branches opened for busi- 
as usual every day, and not a single depositor experienced a moment’s 
delay in withdrawing any portion or all of his balance. 

Now, will you tell me how could the banks have failed in Canada, how could 
the banks have failed under the system which we put into force whereby we 
allowed them to value their securities at a certain value?—A. The bank’s securi- 
ties have not been valued at anything less than they were worth, to my knowl- 
edge. 

Q. They were permitted to do so. May I point out that there is an order 
in council permitting them to do so. 


By the Chairman: 

Q. Did your bank take advantage of that order in council? 

Mr. Power: I am not asking the question. 

The CuHatrMAn: I am asking it. 

The Wirness: I do not think so, Mr. Chairman. We did not take advan- 
eee being permitted to value our securities at a higher rate than they were 
worth. 

Mr. Power: I would like some banker to explain to me how it was possible, 
during this period of depression, for any one of the banks to have failed if the 
government had wished to keep it up. 

The Cuairman: We shall resume at 8 o’clock and conclude this branch 
of our inquiry. 


The Committee adjourned at 6 p.m., to resume at 8 p.m. 
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EVENING SITTING 


On resuming at 8 p.m. 


The CHarrman: Mr. Power, have you any further questions to ask Sir 
Charles Gordon? 
Mr. Power: | have just one or two more questions, Mr. Chairman. 


Sir Cartes B. Gorvon, G.B.E., examination resumed. 


[By MM, TOWNES 

Q. Sir Charles, just before adjournment I was asking you how a bank could 
possibly have failed during this time of crisis through which we have been pass- 
ing; that is referring to the statement made by Mr. Dodds and to a statement 
which you have made in which you give considerable credit to the banks for 
their stability as compared with that of the banks in the republic to the south 
of us, and arising out of that statement of yours I asked you, how could any of 
our Canadian banks have failed during this period of depression?—A. Well, my 
answer to that is, that the reason they could not fail was, or rather you say the 
reason they could not fail was that they had the right to value their securities 
under an Order in Council 

Q. That is one reason, and the other was the operation of the Finance Act. 
—A. Yes, I was going to mention that. As far as I can remember, none of them 
took any great advantage of the Finance Act during that period. 

Q. Iam not even alleging that. I am asking you if, under the circumstances, 
it would have been possible for any bank to have failed?-—A. I think they could 
have failed, if they had not been i. a liquid position. 

Q. Do you not think that, in ,he first place, that for self protection alone 
all the other banks would naturally’ have come to the rescue of any bank that 
was in difficulties during this period? 

: Mr. Hackett: Just like one member of parliament helping another mem- 
ber home. 

Mr. Dopps: Why don’t you ask a practical banker? 

Mr. Power: I hope there is no intimation that the president of the Bank 
of Montreal is not a practical banker. Never mind, I will ask the question from 
what Mr. Dodds has been kind enough to call a practical banker. 


By Mr. Power: 

Q. Well then, I will ask you this question, and perhaps I will get the same 
reply: You are president of the Royal Trust Company and at the same time 
president of the Bank of Montreal?—A. Yes. 

Q. You are not in any way ashamed of the connection between the two, I 
take it; on the contrary you are quite proud of it?—A. Yes, I am. 

Q. Now, would there be any objection to making provision in the Bank 
Act, that when two institutions are so closely affiliated, let us say connected, or 
use any word you like which means the same thing, as are the Bank of Mont- 
real and the Royal Trust Company, that there should be some kind of report 
made with respect to the affiliated or connected company as there is with respect 
to a controlled company?—A. Well, Mr. Power, I think that you know the 
president of the Bank of Montreal has also been president of the Royal Trust 
Company at all times since it started, and if any complaints had been lodged 
in regard to that fact some action would have been taken by either the bank or 
the trust company to discontinue it; but instead of complaints it has always 
worked in the most harmonious way. The people who have got their money in 
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the trust company, and estates that are being managed by the trust company, 
are desirous of having the president of the Bank of Montreal at the head of it 
because they think that through his experience in the bank and his connections 
that he is valuable in connection with their investments and taking an interest 
in their affairs. It does not bring any particular business to the bank at all, 
but, there is a close connection there, and the experience and ability to supervise 
investments for them. 

Q. Do you not think it would help to satisfy a certain public opinion if 
provision were made in the Bank Act, that in a ease such as that of the Bank 
of Montreal and the Royal Trust Company the Bank of Montreal would make 
a report on the operations of the Royal Trust Company as it does of the com- 
panies which it actually controls? Do you see any objection, from a banker’s 
standpoint, or from any other standpoint, to such a provision being inserted in 
the Bank Act?—A. I do not see any occasion for it. Undoubtedly there is some 
demand from some quarter that such an amendment should be enacted. I do 
not think it needs to be done by statutory enactment. I think that if there are 
complaints, and if there is anything that can be made better, it can be done 
from within just as well as by statutory enactment. 

Q. After all, the banks need to enjoy the public confidence?—A. Yes. 

Q. And you do not think vou would maintain that public confidence if 
such provision were put in the Act?—A. I do not think so, Mr. Power. 

Q. You do not think so?—A. No. 

Mr. Wurre (Mount Royal): How could you enforce if the Bank of 
Montreal does not own the Royal Trust Company? 


Mr. Power: I see your point, Mr. White. 


Mr. Wuire (Mount Royal): You might force the Royal Trust Company, 
or require the Royal Trust Company, to make a report or a return. 


Mr. Power: No, I think perhaps we could get around it in this way: We 
could legislate that companies wherein there was a duplication of directors with 
the banks to the extent of say one-third of the directors, or something of that 
kind, would have to make a special report. I will admit that the Act would 
have to be drawn with considerable care, so that there would be no loophole. 


The Cuarrman: Mr. Power, would there not be a constitutional difficulty 
in connection with those trust companies that are today under provincial juris- 
diction? 

Mr. Powrr: The point is, I think, well taken, but after all we are now 
legislating on banking, and if it could be shown that a certain proportion of 
the directors of a bank were also directors of some other company or companies, 
could we not, through our legislation, force that bank to make a report of those 
interlocked directorates. 

The Cuatrrman: We could force the bank to do anything for that matter, 
but .in my judgment, this is what would happen: A substantial number of the 
directors of the Bank of Montreal would probably resign from the directorate 
of the Royal Trust Company. 

Mr. Dopps: How could we get at the Royal Trust Company books? We 
coud not see the inside of them. 

Mr. Power: I suppose that is so. 

The CHatrMan: As regards Dominion companies I think we could legislate 
against them and make them make the returns themselves. 

Mr. Power: It might have the effect, as you point out, Mr. Chairman, of a 
number of the directors resigning. 

The CuatrMan: That is just a thought that occurs to me. 
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Mr. Power: After all, that perhaps would not be a bad thing, from the 
standpoint of some of us. 
The CuatrMAN: It might not. 


Mr. Power: I do not know that there is anything else that I have to ask you, 
Sir Charles. 
The CuHatrmMan: Any other questions, gentlemen? 


By Mr. Jacobs: 

Q. Sir Charles, in the whole history of the Bank of Montreal has a farmer 
ever been elected a director of the bank?—A. A farmer? 

Q. A farmer, yes——A. No, I do not think so as far as I can remember, not 
in my time. There have not been any farmer directors. I do not know that there 
are any farmers in the City of Montreal to speak of, are there? 

Mr. Dovps: We have a farmer on the board—Senator Pat Burns. 

Mr. Jacops: What does he farm? 


Mr. Dopps: He farms a great deal of land. 


By Mr. Jacobs: 


Q. So that he is the representative of the farmers on the board, but I mean a 
practical farmer representing an interest which is one of the basic and primary 
interests of the country; do you not think it would be a good idea for the bank 
to have a farmer on the board?—-A. Well, if you could get one, Mr. Jacobs, who 
would attend the meetings regularly. Mr. Burns, of course is on the board, 
but he very seldom attends any meetings. 

Q. He very seldom attends?—A. Yes. Unless you could get a farmer who 
lived somewhere in the vicinity of Montreal and who would come to board 
meetings. 

Q. Yes, but Mr. Burns lives twenty-five hundred miles away from Mont- 
real—A. Yes. I say there is no use having a farmer who lives a long way off as 
a member of the board. 

Q. Is that why you have Mr. Burns representing the great farming interests? 
—A. We want to have some director from the Prairies so that if the people 
out there have grievances they would go to him and he would hand them on to 
us. In the same way, we have a man from Vancouver. 

Q. It does seem to me, as an outsider, that a person representing a basic 
industry, such as farming, would be of value to the bank and at the same time 
it would be a compliment to the vocation that he pursues.—A. Yes. 

Q. I just leave that with you as a suggestion, and perhaps at your next 
meeting you will do something about it. 

The Cuarrman: Do you think we ought to legislate on the point. 


Mr. Jacops: Well, sometimes legislation becomes necessary. I do not 
believe in forcing anyone or anybody on a board to do what they do not want 
to do but, as I said before, the farmers represent about forty per cent, or fifty 
per cent, of the people of this entire country, and we had an instance, a few 
weeks ago, of the concern which they gave to the government when we guaran- 
teed the indebtedness of theirs running into millions of dollars, and I thought 
that possibly a suggestion from a practical man might be of some use; and as 
to the suggestion made by Sir Charles Gordon that there are no farmers within 
shooting distance of Montreal, might I suggest that a gentleman of the Pro- 
eressive group might be willing in the interval between sessions to join your 
board. At any rate, it is just a suggestion that occurred to me. 

The CHAmRMAN: My understanding of their position is, that they have 
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Mr. Coote: You would be surprised. : 

Mr. Jacops: I do not think they have abandoned farming. They will be 
glad to go back to it when they find that they are defeated in the elections. It 
is always some place to retire to. Of course, I have no doubt that gentlemen 
of respectability, and so on, could be found to conform to the rules that are 
laid down by the chief banks of this country before they enter the sanctum 
sanctorum. 


Mr. Coorr: Do you think they could qualify with the necessary amount of 
stock, Mr. Jacobs? ; 


Mr. JAcoss: Well, sometimes it could be put in their names, as we have 
seen to-day that it has been done when they are invited to qualify. 


The Wirness: I will bear that in mind, Mr. Jacobs. 


Mr. JAcoss: Thank you, Sir Charles. We have instances in this House 
where we have seen that the farmers practically control the entire House, that 
is, so far as vocal ability is concerned, and sometimes we have adopted some 
of their views, of course with reservations and so on; but they are really at 
heart not a bad lot. And furthermore, most of the complaints with regard to 
the banks and the trust companies, and so on, are made by gentlemen who 
belong to this vocation, and it does seem to me that if we were to open the doors 
and show them that after all everything is not quite as serious as they preach 
to the public it might go a long way towards quelling what you might call the 
feeling that seems to arise from time to time, and particularly at the end of 
every ten years when the banks are up for a grilling. These are suggestions that 
I make in good faith, and I have no doubt that the bankers who are here will 
accept them in the sense in which they are offered, and that possibly soon we 
may be able to have representatives of our great farming community on these 
boards to give us the benefit of their valuable advice. 


Mr. Coorr: Do not forget to tell them, Mr. Jacobs, what you said in the 
House a few years ago, that farmers were the only ones we should allow to 
come here to Canada to become Canadian emigrants. 


Mr. Jacoss: Did I say that? 


Mr. Coote: I remember you pointing out, that if Christ were to come to 
Canada and ask for entry He would be turned back because He was a carpenter 
and not a farmer. Mr. Chairman, I really did not intend to ask Sir Charles 
any questions because I think Mr. Power has done a very good job, but, after 
looking over the list of directors that has been furnished us by the banks I 
notice that Sir Charles is one of the directors who holds the largest number of 
directorships, so I would like to ask a very few questions on that point. Also, 
I might say that the Bank of Montreal—I think it is quite fair to say—has 
been for years regarded as Canada’s leading bank, and it is generally under- 
stood that the policy of the Bank of Montreal might be said to set the policy 
of the banks in Canada generally, to give them guidance at least. 


By Mr. Coote: 

Q. You were a director of a number of industrial concerns, I think Sir 
Charles, before you became president of the bank?—A. Yes, sir. 

@. And I wondered if you remembered offhand approximately how many 
concerns you were directing before you became president of the Bank of Mont- 
real? I do not want to tie you down to any definite number—A. Oh quite 
anumber. I have been made a director of a number since I became president. 

Q. Yes, I was going to ask you that next, how many directorships you have 
taken since you became president?—A. I do not know. 

Q. Would it be quite a number?—A. Yes. 
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Q. What reason induces a bank president to take on more directorships?— 
A. Well, particularly to try to keep the business in the bank and not let it go 
to other banks. 

Q. I notice you are listed here as a director of, I think, thirty companies?— 
A Thirty? 

Q. Yes. Those include the companies of which you are president, and 
others chairman of the board, and of others you are simply listed as director.— 
A. Well, nearly every company that I have been in I have been in right from the 
beginning, and I have never done any trading in their stock, or anything of 
that kind. I have stayed right with them and I am still with them, in fact, 
they do not want me to leave. 

Q. I would like to ask you next, what work a director does in connection 
with the majority of these companies that I see you listed with here? How 
much active interest does he take in these concerns?—A. Well, all these com- 
panies must be run by their management principally. All directors can do is 
to see that they are honestly run. The job, I should think, of a president, or a 
director, in any of those companies is to see that they are hcnestly administered 
and not to tolerate anything that would not be along those lines. 

Q. And, I suppose, see that they are efficiently administered?—A. Yes. 

Q. I am just trying to find out to what extent directors of these industrial 
concerns do direct, that is, when they are connected with a large number of 
them?—A. Well, that is about all they can do, look after the management. I 
have had oceasion, a number of times, where a company got going bad to sit in 
a good deal with the other directors and try to strengthen the management. I 
have in mind two or three cases, pretty large companies, where it required 
careful handling to prevent them from going to pieces, and I think the companies 
that I have had to do with show that. 

Q. Well, would you care to say how many companies a man could really 
faithfully serve as a director?—A. Oh, I cannot say, but I know that I will 
never be in as many again. I am trying to get out of companies now instead 
of into them, but it is harder to get out than it is to get in, I find. 

Q. You do not find it difficult then to get in, as you put it? 
difficult to get in, but it is hard to get out. 

Q. And I suppose these companies like to have you a director to get the 
benefit of your experience, would that be fair?—A. Yes, partly that. It is just 
like banks who like to get what are known as good men as directors of com- 
panies. 

Q. Well then, may we take it that you would think that perhaps thirty is 
about the number of companies that a man could efficiently direct? That is 
the number I see credited to you——A. Oh well, there are always some companies 
where your name is on the Board but you really have not got much to do with 
the directing because there are more practical directors than I would be in many 
of those companies. 

Q. I cannot think of any more practical man in Canada that could be on 
the board of any of these except yourself —A. Oh yes, I mean the management 
of them, men who would be more active than I would be, because they are more 
particularly interested in a good many of those companies than I would be. 
The ones that I am particularly interested in would be not more than perhaps 
six or eight, you see. I mean, you take the Royal Trust Company, I would not 
sell a share of their stock, and have not since I have been connected with them. 

Q. I think you told us this afternoon you were a member of the advisory 
board of the National City Company?—A. Yes, at one time. I resigned from 
that in 1927. 

Q. I was wondering if that position would correspond at all to the position 
of a director?—A. No. The directors in that National City Company were all 
from New York; they all belonged to the National City Bank of New York 
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and the National City Company of New York, which is one and the same 
concern. But they wanted a board in Canada, and in 1919 they did appoint 
an advisory board, and the late Lord Shaughnessy was the president of it at 
that time, or the chairman of the advisory board they called it, and later I 
became the chairman in 1924; and then when I became president of the bank 
I resigned from the National City advisory board. 

Q. When you became chairman of the board?—A. When I became president 
of the bank. 

@. I suppose you take an active interest in the Dominion Textile Co?—A. 
That is my baby, as it were. 

(. I do not know whether the chairman will say that this is a proper 
question to ask under this heading or not, but I am going to risk the question. 
It has been stated here, by different bankers, that one way out of this depression 
would be to get governments to remove a lot of tariff barriers, and I was 
wondering whether in the dual position which you hold, interested in the 
Dominion Textile Company and the Bank of Montreal, you would care to risk 
an opinion as to whether we could safely reduce the tariff on textiles?—A, I 
believe they reduced it yesterday. 

Q. Well, we may have to get a microscope to make it look like a reduction. 


The Crarrman: I think you will find it is quite substantial. 


By Mr. Coote: 

Q. I notice Mr. A. O. Dawson is a director of several textile companies, 
and I believe he is also a director of the Bank of Montreal?—A. Yes. 

Q@. And I was wondering if it would be fair to say that the textile industry 
might be referred to as one industry that the Bank of Montreal is particularly 
interested in?—A. Oh it is, it has always been heavily interested in the textile 
business. When I first went to the textile company they owed the Bank of 
Montreal some five million dollars odd, I think, and it has taken a long time, 
nearly twenty-nine years, to nurse it along and I feel rather proud about it, 
because although we have not made big money we have made money steadily 
for all that*time, nearly every year a little, and I think you will admit it is a 
good thing to have some good companies in the country, don’t you think so? 

Q. I would like to see everyone of them in just as good a position, Sir 
Charles. But the fact that you are so well acquainted with that industry does, 
you know, prompt us to ask for your opinion on that very important problem 
of whether we could safely reduce these tariffs or not, because bankers often 
tell us we should, but we naturally wonder whether when it comes down to 
the industries which they are particularly interested in they would be just as 
willing to see the tariff on their own particular industry reduced as in others. 
I am not pressing you on that, Sir Charles, but the statement has been made 
by the bankers.—A. Well, I am not a high tariff man, Mr. Coote, I can tell 
you that, and never have been and I do not believe in it. It has led to a great 
many troubles, especially in the United States; you know that. Of course, we 
have a big industry here; it is one of the best industries of the Dominion to-day, 
I think. We have over ten thousand people in the textile industry alone. It 
is not in a position to stand any heavy cut in the tariff. 

Mr. Cooter: I thank you for that answer, Sir Charles. 


Hon. Mr. Evter: It occurred to me this afternoon, Mr. Chairman, while 
Major Power was questioning the witnesses, that with all due respect to him 
this is more or less a purposeless investigation, for the simple reason that we 
cannot expect the witnesses to give evidence against themselves. And I say 
that with all respect to the gentlemen who are giving the evidence. I have no 
doubt they are giving their evidence in a perfectly straightforward way, but, 
after all, when we ask these gentlemen who are themselves members of inter- 
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locking directorates the questions that have been asked this afternoon and this 
evening, the only answer one could expect is ‘‘ No”. So that I do not think we 
will get very far with regard to that. 


The CuairMaAn: Before you leave that, have you any suggestion to make 
because it is alleged that this is a real evil and I am ready to investigate it. 


Hon. Mr. Euter: My thought was this: I do not know whether we can do 
anything with regard to it, but it does seem to me that if we suspect some 
grievances, or some disadvantage to the public by reason of interlocking 
directorates we ought to do something to bring these people here who have 
complaints as to the existence of these interlocking directorates; they could 
give their evidence and then these gentlemen could combat that evidence. That, 
to me, would seem to be the proper procedure, otherwise I could not blame these 
gentlemen; they are perfectly sincere, and I am perfectly safe in saying that 
no one here would say that they are accused of doing something that was 
wrong, they would say they were innocent. 

The Witness: That is exactly the thought I had. If grievances have arisen 
through these so-called interlocking directorates there should have been some- 
thing brought forward along those lines so that we could answer. 


Hon. Mr. Eutzr: I am inclined to agree with you there, Sir Charles. 


The Wirness: Because I give you my word I do not know of any instance 
where it has worked to the injury of anybody. 

Hon. Mr. Eutrer: The thought that seems to have been in the minds of 
some members of parliament, and I think in the minds of the public, is because 
of the fact that a small number of men have complete control over the finance 
of Canada. That has been denied and I am not going into that any further. 
However, it does occur to me that if men are on the board of a bank, we will 
say the Bank of Montreal, which consists of eighteen directors I believe, and 
let us say that each one of these eighteen gentlemen is also in control of several 
large businesses which require at times loans from the bank, then might it be 
possible that the private interest of that director in his own business—and 
which is much larger than his interest as a shareholder in the bank—would come 
in conflict with his interests as a director of the bank? Might it not be possible 
for that man to endeavour to get something from the bank which he otherwise 
would not get, and so on? Might we not have the practice of what is sometimes 
called’“ log-rolling ”—‘ you scratch my back and I’ll scratch yours ”?—A. That 
might be possible, Mr. Euler. 

Q. I have no desire to be offensive at all, but is there any possibility of 
something of that sort now going on?—A. Well, I will tell you, Mr. Euler, so far 
as the Bank of Montreal is concerned—and I think it is the practice of other 
banks too—in appointing a director no matter how prominent he might be, and 
how big a business man he might be, if he owed the bank a great deal of money 
we would not put him on at all. If he owed the bank, or if his concern owed 
the bank, a great deal of money we would not put him on at all. 

Q. Supposing he only owed the bank a great deal of money after he became 
a director?—A. Well, then, of course, it would be more difficult to deal with the 
case. We would want to help him out if we could, but we certainly would not 
favour him. 

Q. Would you say, Sir Charles, that there is a possible danger of that sort 
of thing arising?—A. Well, there may be. 

Q. Because the directors of the bank might work together, perhaps not if 
they were going to see any real harm to the public. At the same time they 
might bring about a situation which they otherwise would not try to bring about, 
if their interests were not divided as between their own private affairs and their 
functions as directors of the bank?—A. I can only speak for the Bank of 
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Montreal. There isn’t anybody on our board whose business is heavily indebted 
to the bank either from a personal or business point of view. 

Q. I would like it understood that I have no particular reference to the 
Bank of Montreal. I took that merely as an illustration —A. I think that would 
be the general rule with banks, they would be careful about putting on a man 
that owed the bank a lot of money, even if he had a very good business. I 
think they would be careful. 

Q. I say though, more particularly, after he got on he might be able to get 
a large loan—A. You understand, after he is on and you are carrying him along 
you never like to throw him overboard. 

Q. Well now, this perhaps is not a question I should ask at this time, but 
something was said about bank interest rates, and I understood you to say, or 
perhaps it was Mr. Dodds, that the regular commercial rate of interest, generally 
speaking, is 6 per cent?—A., Yes. 

Q. For loans. That has existed for many many years, has 1t not?—A. Yes, 
it was never put up. During the war when rates were running 7, 8 and 9 per 
cent we never raised it above 6 per cent, not since the war or in boom time. 

Q. It has been in existence for thirty or forty years, that has been the 
normal rate, has it not?—A. I cannot remember back more than about fifteen 
or twenty years, and that has been the prevailing rate all the time I can 
remember. 

Q. I don’t want to press the question again that Major Power asked this 
afternoon, with regard to the statement that that rate was the result of an agree- 
ment by the bankers through the Bankers’ Association. I am not going to 
question what Mr. Ross said in reply to that, although I have been given to 
understand from very good authority that that was fixed by the Bankers’ 
Association. If it was, I would submit, Mr. Chairman, that that comes very 
close to being a combine. And just finally I would like to say this—Mr. Wilson 
says no, and I am quite willing to accept his statement—I would like to ask 
this one question following up what I said a moment ago, that the rate of 6 per 
cent has existed for many years and is still existing: in face of the fact that last 
year the banks reduced the rate of interest on savings from 3 per cent to 24 
per cent, why has the rate to the borrowing public not been decreased by a cor- 
responding amount?—A. Well, the principal reason is that the banks are pretty 
hard pressed to make their charges and make their dividends. You know we 
have decreased our dividends from 14 per cent to 8 per cent. We have also 
decreased expenses in every direction, and we have had a lot of bad debts 
through these bad times. They have to be provided for. 

Q. You have a lot of bad debts; you are like everybody else?—A. We have 
had a lot of bad debts, and they are not over yet. 


By the Chairman: 


Q. Your liabilities have not shrunk?—A. No, our liabilities have not 
shrunk. They never do. It would be pretty difficult for us; and then of course, 
we pay—lI have a list here—where we pay so much out for interest, I mean on 
savings. We pay so much for our money. We can’t afford to reduce interest. 
It is like manufacturing costs. 


By Hon. Mr. Euler: 


Q. You are paying only 23 per cent on savings deposits?—A. I know, but 
that is not all. 

Q. You always have that, relatively. I would maintain that the banks 
are one-half of one per cent better off than they used to be?—A. But we are 
paying— 

Q. Why has that not been passed on to the public? That is the ques- 
tion I desire to ask 
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Mr. Dopps: It is reduced on municipal and farmers’ rates. 

Mr. Evuier: But not to the ordinary borrower. 

Mr. Vattance: What about the farmer in western Canada? 

Mr. Evuuer: You are going to get yours reduced to 7 per cent in western 
Canada, so they can’t charge 8 or 9 per cent. I have an answer to that, but I 
will admit, Mr. Chairman, that that answer that has been given, with all due 
respect to Sir Charles, is not entirely satisfactory. 

The CHAIRMAN: Let him answer, and he will answer it. He will give you 
his reason. 

The WITNEss: We have so little money on which we are not paying inter- 
est. We have only $97,000,000 on which we are not paying interest. We have 
to keep on hand—we always have on hand, or we had on hand when this state- 
ment was prepared $112,000,000 reserve. That money must be kept on hand— 
gold, subsidiary coin, Dominion notes, notes of other banks, deposits, part of 
our reserve deposit in New York—a very small amount there now—cheques on 
other banks and bank balances, amounting to $112,000,000. So that wipes out 
the free money. 

Q. Would you say the bank would have been seriously embarrassed if the 
rate of interest on savings had not been reduced from 3 per cent to 24 per cent? 
—A. Yes. Our savings in the Bank of Montreal, when this statement was made 
out just a few days ago, were $396,000,000 on which we were paying 24 per 
cent. That is reduced one-half per cent. It used to be 3. But the trouble is, 
that is only part of our expense. We have nearly six hundred branches to main- 
tain all over this country, and when you add that cost to the 25 per cent, the 
expense of that all makes up our overhead cost. 

Q. I suppose the branches are not maintained as philanthropic enterprises? 

Mr. Dopps: More than half are carried at a loss to-day. 

The Witness: There are a number that do not pay at-all, Mr. Dodds 
knows that. 

Hon. Mr. Euter: Branches were established for a purpose surely? 

Mr. Dovps: They lost money, however. 

Hon. Mr. Evie: I don’t want to get into an argument with Mr. Dodds, but 
as a matter of business, men generally do not go into an extension of business 
unless they have some hope of making money or getting an advantage out of 
it Im some way. 

Mr. Dovps: Just a hope. 

The CuarrMAN: They owe a duty to the country, with the franchise they 
have, to cover the country. There is no doubt about that. I suppose it may be 
a question of the method of accounting. 

Hon. Mr. Euuter: I am afraid you are now an advocate for the banks. 

The CHarrMAN: No, I am not. I am trying to help you out. 

Hon. Mr. Euter: I am quite willing to receive any explanation of why the 
public do not get a corresponding reduction in the interest rate when they borrow 
from the bank, corresponding to the lesser amount the banks are now paying 
to their savings depositors. 


By Mr. White (Mount Royal): 

Q. Sir Charles, you said that the Bank of Montreal had reduced its divid- 
end in recent years from 14 to 8 per cent?—A. Yes. 

Q. Is it not a fact that the Bank of Montreal, during the last twelve 
months, had paid less than 4 per cent to its shareholders upon the shareholders’ 
capital in the bank?—A. Yes. I will tell you what happened. During the last 
ten years—I made an analysis of this just lately—half of our stock has changed 
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hands, and the average price that was paid for it by the people who now hold 
it was over 200. In the last twenty years our whole stock has changed hands, 
either by death and division up into estates or for some one reason or another, 
and the dividend that we are now paying, that is 8 per cent, does not give the 
holders that bought our stock more than about 33 per cent on their money. 

Mr. Dopps: They have double liability, too. 

The Wirness: And double liability besides. We are in a very different 
position from banks in New York, or Great Britain. We are performing a double 
duty here. We are the savings banks in this country, and we are also the com- 
mercial banks in this country, and we are performing services all over the coun- 
try. There is not a little town in the country that has not got the services of 
a good bank to-day, because the banks are all good. It is very expensive keep- 
ing it up, especially when you pay, as I show you we are paying, interest on 
nearly all the money we are using; whereas these banks in the United States, 
they get tremendous free balances, and even if they loaned their money out at 
one or two per cent there, make far more money than we are, because they have 
so much free money. I will just give you an instance of that. I think I have it 
here. The London banks—their deposits cost them only about one per cent. As 
regards the New York banks, four-fifths of their money is free. On one-fifth 
of it they are paying only a very small rate of interest. But on four-fifths of 
our money we are paying 2-37 per cent. 


By Hon. Mr. Euler: 


Q. Because it is in savings rather than in a current account?—A. Yes. We 
have very little of what we call free money. We have very little demand money, 
and we are paying interest upon four-fifths of the money we are using in our 
business. We are paying 2:37 per cent, in the case of the Bank of Montreal. 


By Mr. Coote: 
Q. How many banks have been closed in Canada in the last three years, 
would you think—that is, branch banks, branch offices?—A. Oh, I could not say. 


Mr. Dopps: We will get that for you. 
Mr. Coorer; I thought you might happen to have that. 
The Witness; I have not got it here. 


By Mr. Geary: 

Q. I was going to ask Sir Charles a question or two. Would you take it 
from me, Sir Charles, that it is shown that the total number of bank shareholders 
divided among ten banks, including Barclay’s, 1s 48,271; that 12,153 of these 
are domiciled out of Canada, so that there are in Canada 36,118 shareholders 
of all the banks. I assume that includes Barclay’s as well as the other nine. 
Then did I understand you to say that in the case of your bank, at all events, 
the number of shares held by the directors themselves is not preponderating?— 
A. It is very small. 

Q. It is comparatively small in quantity?—A. Yes. 

Q. You do hold shareholders’ meetings occasionally, do you not?—A. Yes. 

Q. Once a year?—A. Once a year. 

Q. And notices are sent out to each and every shareholder, I take it, for 
that meeting?—A. Yes. 

Q. And do you send with that notice a proxy, a blank proxy, to be filled in, 
naming say yourself and two or three others as proxies?—A. Yes, we send a 
proxy with the notice. 

Q. Asking for its return?—A. Yes. 

Q. And a great many of them come back to you, I suppose?—A. Oh, yes, 
we get quite a large number. 
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Q. Then you send out to each of your shareholders a list of the shareholders, 
do you not? At least, some banks do?—A. I think that goes out after the anuual 
meeting. 

Q. At all events, it is available to a shareholder?—A. Yes. 

Q. It may be very late; he may get last year’s, but probably it is available 
as of the time of the meeting, is it?-A. Printed lists are on the table there. 

Q. Then is there any reason why any shareholder should not appoint some- 
body other than those named in your official proxy, as his proxy at that meet- 
ing?—A. No reason. 

Q. It is quite possible for anybody who desires to advance some proposition 
opposed to the board’s report, to circularize or attempt to get proxies as best 
he can?—A. I should think the natural way to do, if the shareholder was not 
’ satisfied with the management of the bank, or not satisfied with the slate that 
he knows is going to be voted on, would be for him to go to the meeting or go 
and see some of the directors, or go to the meeting and raise objections, so that 
it will become public. 

Q. That is one avenue of approach that is open to him, and then the one 
you have mentioned. When you go to the meeting, is it quite free and open 
for discussion?—A. Yes. 

Q. A shareholder may say what he likes?—A, Since I have been president, 
I have not heard of anything of that kind, but there used to be. 

Q. Well, that is what I want to get at?—A. There used to be. 

Q. May I say what I am really getting at is this: It was stated the other 
day by a very prominent person in the House of Commons, that the check upon 
the bank’s management, available through the shareholders’ meeting, was a very 
important matter, a very important right that the shareholder had, and a very 
important check on the operations of the board of directors. Would you agree 
with that?—A. Yes, I think that is perfectly true. I think if a shareholder is 
dissatisfied, he must come to the meeting. There is no use in his just refusing 
his proxy or anything of that kind. That won’t make any difference. 


By the Chairman: 
Q. It is no good to write later?—A. No. 


By Hon. Mr. Euler: 
Q. How many people attend a meeting, may I ask?—A. There are about one 
hundred, as a rule. 


By Mr. Geary: 

Q. You were going on to say that while your institution has not had any- 
thing of that sort to contend with, you have heard of it happening in other 
institutions?—A. Not banks. 

Q. Have you heard of studied objections being made by shareholders at 
bank meetings?—A. No, I have never. 

Mr. Dopps: We had them years ago. 

The Witness: Oh, yes, there have been in our own bank years ago. It was 
some time ago. It was a long time ago, before my time. But we used to have 
a couple of cranks that came every year or so and raised a row. 


By Mr. Geary: 

Q. Then, I have asked you this already; you agree, or you consider, that 
the opportunity given to shareholders, of free discussion at the meetings, and 
to criticize as they see fit is of some value?—A. I think it was generally that 
we were not paying a big enough dividend. It was not a complaint about the 
management of the bank. It was just that they wanted more dividend, more 
money. 


The Cuairman: That is very natural. 
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By Mr. Geary: 


Q. Do you blame them altogether? I mean, people do want more dividends, 
but that is not my point. My point is just as we had an illustration that was 
given to us one day not long ago, pointing out—I think it was in the House of 
Commons—that that privilege of a shareholder, or that right of a shareholder 
at a public meeting to investigate the affairs of the bank constituted a very 
good weapon for the shareholders if they are dissatisfied at all with the manage- 
ment of the bank—A. If any of our shareholders came to a Bank of Montreal 
meeting and raised an objection to the way our bank was being run, or some- 
thing of that description, it could not fail to get into the newspapers and be 
spread around considerably, if there was anything to it; and I think in that 
way it protects the other shareholders. It would be bound to occur if there was 
anything to it. 

Q. I just wanted to get your view. 

The CuatrMan: Are there any other questions you wish to ask of Sir 
Charles Gordon? 


By Mr. Spencer: 


Q. We heard before six o’clock, Sir Charles, that the new directors were 
usually suggested by the old directors, and confirmed by the shareholders of 
the bank at their general meeting. May I ask, what consideration is given to 
the choosing of these directors, whether from different parts of Canada, or 
representative of industries. Do you take these things into consideration?— 
A. The new Board of Directors would be composed of the old directors, and 
supposing any vacancies might have occurred during the year; there might 
not be any, and there might be only one or two. 

Q. Is it the policy of the bank to keep the board of directors fairly repre- 
sentative of business in Canada, and also of the territorial divisions of Canada? 
—<A. Well, it is not much use having directors that can’t attend your meetings. 
We have two meetings a week, and, of course, we have to get most of the 
directors from our own district where they can be sure of attending. We have 
to keep that in mind. We do not think that directors from a distance can be 
more than advisory for their own district, and we use them in their own districts 
mostly, that is, our superintendents; for instance, we might use a director in 
Winnipeg, and we might use a director in Vancouver. We endeavour to get 
a few directors from different parts of the country. 

Q. And you give consideration to the different industries of the country, 
I suppose, in choosing your slate?—-A. Oh yes, especially the ones that we choose 
from the Montreal district; we try to make them just as representative as 
possible with regard to industry. 

Q. I fully appreciate the difficulty of getting directors that can attend 
meetings, because I understand that all the head offices of the banks are either 
in Montreal or Toronto?—-A. Yes, that is right. : 

Q. So that it would naturally make it somewhat difficult. I understand 
you to say that the rate of interest for commercial loans was 6 per cent through- 
out the war time; commercial loans, I take it, do not include agricultural loans? 
—A. Yes, they do, I think. 

Mr. Donps: No, the rate is higher for agricultural loans. 

Q. I do not know about your bank precisely, but most of the banks of 
Western Canada were charging 8 and 9 and sometimes 10 per cent during war 
time for agricultural loans. 

Was the reduction of the rate of interest of one half of one per cent welcomed 
by the banks when it came last year?—-A. It may have been. 

Q. At least, a few minutes ago I think you intimated you were rather glad 
interest rates could be reduced?—-A. I was not very much in favour of it 


myself. 
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Q. Did not you complain a few moments ago that you had to pay too 
high a rate of interest on savings deposits?—A. I think that depositors in savings 
banks have a right to get a fair rate. I have been encouraging savings, and in 
every country, taking Great Britain, the rate there is about the same as ours; 
and in the United States it is higher. 

Q. I thought you said they were paying less for their money?—A. Oh that 
is not savings bank money, that is just free money—current money, largely 
government money—manufactured by the depreciation in gold. 

Q. Well, what do you do with your savings?—A. We lend them out. 

Q. Doesn’t it makes a difference then what you pay for them?—A. Yes. 

Q. If you can get them at less, is not it a good thing?—A. It is a good 
thing, if we lend them again at a low price; but it is not a good thing for the 
people who want to get something on their savings accounts. 

Q. When you were complaining about the interest rate paid for deposits, I 
was wondering whether the banks suggested to the government, or whether the 
government suggested to the banks the cut of one half per cent last year?—A. I 
see Mr. Rhodes recommending a cut of another half per cent off. 

Q. Well that is a pretty good thing, if it would have the effect of relief to 
debtors, but I understand that it was only passed on with regard to agricultural 
loans, and it was not passed on, according to Mr. Euler, on commercial loans?— 
A. It has been passed on to a great many of the provinces, and to the larger 
loans all through the country. 

The CHatrmMan: Such as to municipalities. 

The Witnnss: Yes, to municipalities, but not the regular commercial loans. 

Q. Then it is possible that the cut of half of one per cent on deposits might 
have been a money-making business to the bank after all?—A. It has not been 
reflected in any earnings that I have seen. 

Q. Of course, I appreciate that your dividends have been cut to 8 per cent; 
but don’t you think that the banks have been fortunate and the last few years 
to even pay 8 per cent while most businesses have gone behind?—A. No, I 
don’t don’t think they are fortunate at all, because people who invest their 
money in banking institutions would have been far better off to have had their 
money in Dominion Government bonds, or Canadian National Guaranteed 
bonds; they would have been getting much more for their money. 

Q. Yes, but there is a limitation even of bonds, isn’t there?—A. Yes. 

Q. And businesses generally have been having a very hard fight to hold their 
own for the last three or four years, and the business which has been able to 
pay ao per cent has not been doing too badly. That is all the questions I have 

0 ask? 
By Mr. Power: 

Q. Sir Charles, I understand in looking through the list of directorates to 
which you belong, that at some of the meetings of these directorates outside of 
Your bank you occasionally meet other bankers from competing banks?—A. 

es. 

Q. You are, for instance, in some instances on the same board with Sir 
Herbert Holt. Now, does it ever occur to you to discuss the banking situation 
as a whole with your competitors when you meet on entirely neutral ground, 
so to speak?—_A. No—you mean, to discuss accounts. 

Q. No, rather a discussion of the general banking situation in Canada?— 
A. I do not think I have ever discussed it with Sir Herbert, so far as I can 
remember. 

Q. When you meet him you would not even say, times are bad—or some- 
thing of this kind?—A. No, I do not think so. We never discussed business 
when I met him, except in the textile company—he is on that board. 

_ Q. Then you discussed the textile business naturally, but you would not 
discuss the banking business?—A. No. 
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Q. During this last crisis through which we have been going, did you ever 
have a meeting between the leading members of Canada with respect to the 
general policy of the bank?—A. Not the bankers themselves, I have not. Our 
general managers, I think, have. I do not know enough about that to answer 
it, Mr. Power, but they have meetings all the time. 

Q. The general managers?—-A. The Bankers’ Association. 

Q. But not the bank presidents?—A. No, I never go to these meetings, 
and I never have meetings with any of the other bank presidents. 

Q. So that it is fair to say so far as you are concerned that you did not 
in any way coordinate with any of your competitors to decide on a financial 
policy which should be followed by the banks during the depression?—A. No. 
I could not help hearing a certain amount of talk. 

Q. But if anything of that kind was done, it would have been done through 
the Bankers’ Association?—A. Yes. 

Q. But there were no meetings as between yourself, Sir John Aird, Sir 
Herbert Holt, and any other president?—-A. We never meet. 

Q. At least, not to discuss these matters?—A. Never. 


By Mr. Geary: 

Q. Are you holding as many government bonds as you used to?—A. In 
the bank. 

Q. Yes.—A. I think we have the largest amount we have ever had. 

@. The rate of return on government bonds is lower than it is on com- 
mercial loans, for instance?—A. Yes. 

Q. Have your commercial loans grown?—A. Our commercial loans are 
small. There is not enough commercial business. For instance, in the case of 
the companies that I know about, where they used to borrow quite a lot about 
once a year—companies such as Dominion Textiles, Dominion Glass, Penman’s 
Manufacturing Company, and a lot of people like that who used to take large 
loans for a short period of the year and then pay them off—they are not bor- 
rowing now. 

Q. That commercial business is risky?—A. They are in a better position, 
they have more working capital than they had and they are not borrowing. 
That is the nicest business we could get, the company that borrows occasionally 
during the year, borrows say for six months of the year and then pays off the 
loan entirely, and comes back for more at the peak of their load. We haven't 
got that business now. 

Q. The great proportion of your money is in Canadian bonds at a lower 
rate?—A. That is the reason we have to put them into government bonds 
carrying a lower rate, and our earnings have shrunk to that extent. 


By Hon. Mr. Euler: 

Q. Is it because they are not desirous of borrowing money, or that they 
cannot put up sufficient security?—-A. The business is not as big as it was, and 
they have more working capital than they used to have. 

Q. They are not asking for it?—A. No, they are not asking for it. 

The CuHarrman: All right, sir, thank you. 


The Witness was discharged. 
Mr. M. W. Witson, recalled. 


By the Chairman: 
Q. Mr. Wilson, you have heard this discussion with respect to interlocking 
directorates; have you anything to add to that complaint?—A. I have not 
prepared any brief on the subject of interlocking directorates. I happened to 


{Sir Charles B. Gordon] 
[Mr. M. W. Wilson] 


BANKING AND COMMERCE 581 


be here and heard the statement submitted by Mr. Dodds last week, and I 
thought that covered the ground so admirably that I tore up the one on which 
I was working myself. I do not know that I could add anything to the dis- 
cussion. I will be very glad to answer any questions. 


By Mr. Power: 

Q. Can you tell us what are your controlled companies?—-A. We have our 
real estate companies that own bank premises. The statements of these com- 
panies are published and are sent out to our shareholders with the report of our 
annual meetings, These are the only companies that we have. 

Q. Who are the directors of these companies?—A. I am not sure that I 
know them all, they are all people in the bank. They are directors and officials 
of the bank, I know I am president and manager and I fill the office without 
salary. 

Q. Who holds the shares?—A. The bank 100 per cent; and shows them at 
$1, that is all indicated in our published statement. 

Q. In each case?—A. Yes, sir. 

Q. You heard Mr. Dodds, and Sir Charles Gordon, give a statement with 
regard to the relations between the Royal Trust and the Bank of Montreal?— 
A. Yes, I did. 

Q. I take it for granted that the relations between the Montreal Trust 
Company and the Royal Bank are similar?—A. Yes, the Royal Bank has 
no stock, and never has had, in the Montreal Trust—simply an association 
of interests; that is, a certain number of the Royal Bank directors are also 
directors of the Montreal Trust. 

Q. Would you just tell me off-hand, I haven’t it here before me, how many 
of the directors of the Royal Bank are directors of the Montreal Trust?—A. 
There are twenty-four directors, and eleven out of the 24 are Royal Bank 
directors. 

Q. I suppose you could not tell me what proportion of the stock or the 
shares of the Montreal Trust is held by the directors of the Royal Bank?—A. I 
would not have any idea. 

Q. It is safe to say that in all probability the control is in the hands of the 
directors of the Royal Bank?—A. Oh no, I would not think that. 

Q. You would not think that?—A. I would not think that, no; because the 
stock of the Montreal Trust Company is rather widely held. I do not know of 
any large individual holdings. You will understand that it is a private corpora- 
tion; you cannot buy the stock in the open market; and if anybody wants to 
sell they must first offer it to the directors of the trust company and the directors 
see that the stock when it is sold gets into the hands of somebody who can divert 
business to the trust company. They try to sell it to a lawyer or a notary, or 
somebody whom they think is rich and might deposit his will with the trust 
company. 

Q. I speak subject to correction, but I think, under those circumstances, 
the number of shareholders must not be more than thirty-five—A. With the 
right to restrict the transfer of shares. The Chairman may know something 
about that. 

The CHairMAN: It is a Quebec corporation; I do not know anything 
about it. 


The Wirness: I know there are more than thirty-five shareholders in the 
Montreal Trust Company. 


By Mr. Power: 


Q. In all probability it was incorporated by an act of the legislature and 
has special powers?—A. Yes. 
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Q. By an act of the legislature of Quebec with special powers?—A. Yes. 
Mr. Hacxerr: The shares are not traded on the market. 


Mr. Power: No; but Mr. Wilson said there was some restriction on the 
transfer of shares; and as I remember the Companies Act, in such cases as that 
the shareholders are limited to thirty-five. 


The Cuairman: I do not think there is any limitation in this case. | 
The Wrrness: I have never heard of it. 

Mr. Power: I am speaking of the Companies Act. 

Mr. Hackert: There is a Trust Companies Act. 


By Mr. Power: 


. I would imagine that the Montreal Trust Company was incorporated by 
special charter by the legislature instead of by Letters Patent?—A. I do not 
know. I just know it was a Quebec charter, because last week they were having 
a small amendment put through down there. 

Q. I suppose it was created for the same purpose as the Royal Trust Com- 
pany was created, because a number of the directors wished to have it act as 
executors for them?—A. Well, I do not think it was created for that purpose; I 
think it was acquired after it had been in operation for some years by a group 
in Montreal city that included a number of Royal Bank directors. 

Q. Now, we questioned Sir Charles Gordon as to the difference between 
affiliates of the American banks such as the Chase Securities Company—what 
was it called? The Chase Securities Corporation and the National City Company. 


The CHatrrman: No, the Chase National Bank. 


Mr. Power: The National City Company in relation to the National Bank, 
and the relations between the Montreal Trust Company and the Royal Bank. 
Now, could you elaborate a little bit on what has been told us by Sir Charles? 


The Wirness: I think I understand the relationship in both cases. In the 
ease of the American banks, these security affiliates were tied absolutely to the 
banks, and when a man bought his share of National City Bank he, ipso facto, 
became a shareholder in the National City Company. 


By Mr. Power: 

Q. It was a subsidiary?—A. I do not know these legal terms. I think 
that all of the stock of the National City Company was held by a 
group of trustees who were directors of the National City Bank. These 
trustees held that stock in trust for the shareholders of the National City Bank. 
I think those were the legal mechanics, but, for all practical purposes, it was tied 
absolutely to the bank, and those security affiliates were what the name would 
indicate—they were security companies dealing in flotations, trading in stocks 
and bonds of all sorts. Now, there is no such thing as that in Canada and never 
has been. No bank in Canada has ever had a security affiliate, and this 
relationship which you refer to between certain banks and certain trust com- 
panies exists only through the fact that certain directors are common to both 
institutions. There is no corporate relationship. The chartered banks do not 
own any shares in the trust companies, as in the case of the one that is popularly 
associated with the Royal Bank. The Royal Bank directors do not even control 
the Board of the Montreal Trust Company. Moreover, the trust companies in 
Canada do not do a security business; they simply act as trustees, administrators, 
registrars, transfer agents. They are not trading concerns at all. 

Q. But practically speaking, there must be some advantage to the bank or 
to a bank to be allied to a trust company, otherwise the condition would not 
be so general, would it?—-A. No, I think it is a perfectly natural thing. A bank 
is one branch of the financial business, and a trust company is another; and I 
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think it is quite natural that if a man is one of the directors—for instance, Sir 
Herbert Holt, the president of the Royal Bank, to mention a name—it is not 
unnatural in my mind that he should say: why should I not start a trust com- 
pany? It is a perfectly legitimate business. It performs a useful function in our 
economic affairs, and, as I say, it is closely related in the sense that it deals 
with financial problems; and a man who has had great experience in banking 
and who has been successful in the banking world might naturally say: I, 
probably, could do equally as well with a trust company. And that has been 
the experience. 

Q. Well, is this a fact, that primarily the trust companies were created in 
order to deal with estates?—A. Well, you are a lawyer. 

Q. I gathered that from Mr. Dodds evidence this afternoon?—A. And other 
things. It is only one branch of their activities. As a matter of fact, take the 
Montreal Trust Company—that is a small end of their activities; the big end 
of their business is acting as trustees under trust deeds, acting as registrars for 
stock issues, transfer agents, holding securities in Canada for non-residents, 
managing the estates of people who like to travel, and things like that. The 
handling of estates of deceased persons, as administrators and executors, is a 
small end of their business, 


Mr. Hackertr: Mortgages. 


The Witness: They have a real estate department. They will rent a house 
or find a tenant, and they will sell it again. They have an insurance department. 
They will place fire insurance and they have to do it in connection with estates 
they are handling themselves. 


Mr. Geary: Do they take deposits? 
The Witness: No, Montreal ‘Trust Company does not take deposits. 


By Mr. Power: 


Q. It is not authorized?—A. Yes, it is authorized, but the Montreal Trust 
Company does not do it. 

Q. Where does it get its funds?—A. Well, it has its own capital funds. 
The Montreal Trust Company has a capital and reserve close to $5,000,060, 
Those are the capital funds. Then, of course, they are handling estates that run 
‘into hundreds of millions of dollars. I do not pretend to remember the balance 
sheet figures, but as I say it does run into hundreds of millions. 

Q. Well, is it not convenient for the bank to have this close association 
with a trust company?—A. What do you mean by it being convenient? Do 
you mean that it is convenient to me as general manager of the bank? 

Q. Yes?—A. No. It does not mean anything to me; and, to put it more 
clearly, it means nothing to the ordinary branch manager, which is more import- 
ant, because there is only one general manager, and there are 800 managers. I 
am not anticipating your question, but if there is any thought that we do 
through the trust company things that we cannot do as a bank, that is all 
wrong; that is a delusion; because what do we want to do that we cannot do 
ourselves? ‘The only thing I can think of is to lend money on real estate. Well, 
heaven knows, I do not want to lend money on real estate. I lived in Vancouver 
for six or seven years—but that is the only thing in a financial way that a trust 
company can do that the banks cannot do. 

Q. Would it inconvenience the banks at all if we could find some means 
by legislation entirely to divorce trust companies from banks?—A. I contend 
that they are divorced now. You might prevent me, for instance, from being 
a director of the Royal Bank and, at the same time, a director of the Montreal 
Trust Company. You might do it to annoy me and I might lose a couple of 
hundred dollars fees, but it would not break my heart, it would not impair my 
efficiency as executive head of the Royal Bank at all. But I say, why single 
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_ Q. Would it interfere in any way with the bank’s operations?—A. Not a 
bit. The activities of the Trust Company have no more to do with the activities 
of the Royal Bank than they have to do with the government of Honolulu. 

Q. Really I cannot get it through my head why every important bank has 
connected with it some trust company, but here you tell me and Mr. Dodds 
also tells me and Sir Charles Gordon also tell me, and I am quite willing to 
believe all of you, that they are of no use to you and there is no connection 
between you; so why have them?—A. I do not want to start asking you ques- 
tions. You are very fair minded. Let me repeat what I said a moment ago. 
Is it not natural that a group of men acting as directors of a bank, and who 
have in that capacity acquired a certain amount of financial experience—is it 
unnatural that they should want to have a trust company as well? In other 
words, are you going to say to a man in this country: you can be a banker, 
but you cannot be a trust company official; you can have a sawmill, but you 
must not have a general store. If you want to do things like that, we will start 
here; this would be a fine place to start; and unless you are going to adopt the 
principle generally, I say, why single me out because I happen to be a bank 
dinectas as well as a trust company director? Is there anything in the argu- 
ment? 

Q. I quite see your argument. The sawmill and the store are associated; 
but, as a matter of fact, along the same line of argument, we found it necessary 
years ago in Canada to endeavour to segregate the store from the fur traders 
and from the lumbermen because it was considered that by keeping the two 
together—the fur trader and the fishermen—who issued their own currency and 
their own credit— —A. They gouged the workman; there were abuses, and it 
was proven. But in this case nothing is proven, nothing is alleged. There is 
a vague sort of suspicion that there is something sinister. 

Q. There is a soft suspicion?—A. Nobody has brought anything forward. 
Ten years ago we had a long discussion, the fire insurance people alleging that 
the banks were using their influence to divert fire insurance business to the trust 
companies. It was gone into at great length. J do not know whether you were 
concerned in that investigation. What happened? Not a thing was proven. It 
was just suspicion, I do not think we should be denounced on vague suspicions. 

Q. No. The object of this inquiry, in so far as we are able to get any- 
where through calling people most interested, as was properly pointed out by 
Mr. Euler, is to find out if there is anything in that suspicion. You say there 
is not?—A. There is not. I can speak from experience. 

Q. I am quite willing to believe you?—A. Remember the managements 
are entirely separate. The Montreal Trust Company have their general manager, 
assistant general manager and secretaries all over the country. Those fellows 
hate the Royal Bank men. They are fighting all the time, notwithstanding the 
fact that they have directors in common. We have more rows with the officials 
of the Montreal Trust Company, I give you my word, than with any other 
organization I can think of. The man who sits next to me in the head office 
of my bank is cursing about the trust company all the time. They want us to 
do something for nothing; and he says, “I am thoroughly fed up with them.” 

Q. Why would they ask you to do something for nothing?—A. Because 
they carry very valuable deposits, mostly with us, and they are, like other 
people, trying to get something from us al] the time. 

Q. That is to say, they bank with you?—A. Certainly they bank with us. 

Q. And they seek, as a very important client, to get special consideration? 
—A. They are carrying three, four, five or more million dollars with us all the 
time, and because of that they want us to do favours for them, and we say 
we will not, and naturally they fight. They do not refer these things to me; 
they have a sense of delicacy. because they think of me in a dual position. They 
fight it out among themselves. 
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Q. What business is there between the two—institutional business?— 

A. None. They do not do anything for the Royal Bank. They do not handle 

our pension fund, our insurance or anything. We are their bankers, but we are 

bankers for other trust companies than the Montreal Trust Company. Seven 

of our directors are directors of other trust companies across the country—not 

the same directors who are on the Montreal Trust Company, but they are 
directors in Halifax, Vancouver, Winnipeg, Toronto and so forth. 


By the Chairman: 
Q. Do you buy and sell securities from each other?—A. No, we do not. 
they are not in the security business; they have no securities to sell. 


By Mr. Power: 

Q. If you buy securities you buy direct, not from the Montreal Trust?— 
A. No; we have our own bond men who know more about the security business 
than they do, because they do a lot more of it. 

Q. Now that you are here, may I ask you whether there has been any 
co-operation as to the questions which I asked Sir Charles Gordon? Has there 
been any general co-operation during the last few weeks?—A. You mean co- 
operation as to credit policy? 

Q. Yes—A. Well, the general managers talk to each other all the time. I 
mean, hardly a day goes by but what I telephone general managers of other 
banks. What we do is not done in a formal way. We do not sit around the 
table and decide whether to do this or that; but there are many different 
situations in which more than one bank is interested. We naturally talk 
the problems over. You referred last week to the stock exchange crises in 
Montreal. In matters of that sort, naturally the general managers talk together; 
but we do not sit down and have lunch together, or have a dinner together, and 
leave the table and say, “ Now, it is agreed we are all going to do thus and so.” 
It is an exchange of views. We are interested in what is going on in the 
country. We want to do the best we can to keep the thing on the rails, and 
somebody else may have views which I think might be helpful, and I am 
anxious to get those views. 

Q. To follow up the question asked by Mr. Euler, when the rate of interest 
on savings was decreased, why did you not decrease the rate of interest on com- 
mercial loans?—A. When the rate of interest on savings was decreased, we 
immediately reduced the rate on farmers’ loans in the west. That may be 
regarded as a gesture, I do not know. You can place your own interpretation 
on it; but so far as we are concerned, and I have no doubt it applies to the other 
banks as well, the whole savings that were effected by reducing the depositors’ 
rate one-half of one per cent, was lost through the lower rate that we got on our 
government bonds. A year or so ago we used to get 5 per cent, 54 per cent, and 
54 per cent on government bonds. I bought some from the Minister of Finance 
two days ago at 2-75 per cent. 

Q. Short term loan?—A. 54 months. That is where it goes. Speaking from 
memory we have in Canada about $260,000,000 of savings accounts. A half of 
one per cent of that is $1,300,000. If you have $100,000,000 in Dominion and 
provincial bonds, as we have—we have more than that—you can see—1+ per 
cent of the holdings on bonds and it is all gone; and that is what happens 
to us. Our bonds are just as good as the other fellow’s, and I am sure the other 
banks have the same experience. 

Q. I think it was you who said the other day it cost you 44 per cent for 
your money?—A. I did not say that, but I would agree with that. I heard it 
said by some general manager. 

Q. This would be taken into consideration as overhead of the bank, would 
it not?—A. Expenses. We pay $2,000,000 taxes in Canada. Nova Scotia put 
up our taxes yesterday, when I was up here testifying, by $11,000. 
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Q. I am sure that won’t break you—A. Well, it hurts. It won’t break us, 
but it hurts. 

Q. I have heard it said that all you paid irrespective of overhead and taxes, 
for the money that you used, is something under one per cent.—A. You under- 
stood me to say that? 

Q. No, I didn’t understand you to say that; I heard it said—A. Of course, 
that is— 

Q. Is there any justification for that?—A. None at all. 

@. Well, the argument is something along those lines, that you paid on the 
savings deposits only on the daily balance; is that right?—A. On the minimum 
monthly balance. JI think that is the way it is actually expressed. 

Q. Would not that save considerable interest?—A. You mean would that 
have the effect of bringing or making the rate under 24 per cent, or something 
substantial. 

Q. Yes.—A. No; that has a very fractional effect on it. I would say off- 
hand that may reduce the rate from 2-50 to perhaps 2-45, or something of that 
sort. 

Q. Not any more than that?—A. No, it would not. 

Q. Then, there are the current loans which you have?—A. Commercial 
loans? 

Q. Yes, commercial deposits?—A. Yes, current deposits. 

@. On which you pay no interest?—A. We have a substantial amount of 
current accounts on which we do not pay interest to depositors. I have not the 
figures here but I think it would be somewhere around $100,000,000, $100,000,000 
to $125,000,000. 

Q. Would that help to decrease the rate of interest?—A. It certainly helps. 
Every dollar we can get free helps. 

Q. Would you care to give me an estimate of how much it would help to 
decrease the interest?—-A. No. I am afraid to give into the record figures from 
memory. I can easily get them. For instance, here is something that is helpful. 
I can give the monthly returns. The monthly returns are made on a different 
basis and that is the reason I can give them. The secretary of the committee 
hands me this clipping of our last annual report. At the end of November we 
had $600,000,000 of deposits. Of this amount $128,000,000 were free; that is, 
we did not pay any interest on that amount. 

Q. One-fifth?—A. Yes, about one-fifth. That is the figure Sir Charles used. 
He said it is reversed down in New York. Down in New York they pay interest 
on one-fifth of their deposits. In Canada we pay interest on four-fifths of our 
deposits. That is why it is so much harder for us to make money in Canada, 
than it is for those New York banks. We have not much free money, and 
moreover, that money is spread through 800 offices, in our case. 

Q. What other factors would enter into the lowering of interest rates which 
the banks would pay?—A. What other factors? 

Q. Yes, what other factors conduce to the lowering of the rate of interest 
which you would pay for your money; what other reasons are there, apart 
from the current aspect, apart from the system you have of paying only on 
the minimum monthly balance of deposit accounts?—A. Do you mean what 
were the motives? 

Q. No; what other factors will assist in giving you cheap money?—A. Well 
I do not know of any. 

Q. Except cheques? That would be one, but it would not amount to 
much?—A. That is nothing; that would be part of the figure I mention, 
$128,000,000. Certified cheques would be in that, because a certified cheque 
does not carry interest and that obviously would be part of the item of 
$128.000,000. 
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A. Chat 


Q. There would be very little over and above that $128,000,000? 
is So. 

Q. What you would call free money?—A. There would be, because that is 
the only thing we have in the way of free money, free deposits. 


By Mr. Bothwell: 


Q. How is that free money considered?—A,. Somebody has to carry current 
accounts, business accounts, as distinguished from savings accounts. 

Q. Any account that does not bear interest is free money to you?—A. Yes. 

Q. And I suppose the peak of the monthly account of any small depositor 
or large depositor would give you a certain amount of free money. There 
would be a certain amount of money between the peak and the minimum 
balance?—A. Yes, the tendency is for the working balances of current accounts 
of your commercial customers to reach a peak at the end of the month. That 
is the tendency. I see it in the figures I am looking at every day. You get 
deposits around the end of the month and they disappear in the next few days. 

Q. What is the service charge for free money?—A. Service charge? 

Q. Service charge——A. Well, that is something arising out of services that 
we have to give to a customer who carries a very small balance and issues a 
large number of cheques. 

Q. And can legitimately be put against overhead and expenses?—A. That 
is the only way; that is the income. Service charges and overhead and expenses 
are a different thing. 

Q. That is income which can be set off against overhead and expenses?— 
A. It is a source of revenue; a small source, but it is a source. 

Q. What is the reason for the United States banks getting four-fifths of 
their money free?—A. Government action, but in Canada it is one-fifth. 
That is part of the policy of the federal government of the United States to 
rehabilitate the banks down there, to get them on the basis where credit would 
be cheaper; and it is against the law for a national bank— 

Q. That is a recent enactment?—A. Yes, within the last twelve months. 

Q. Prior to that the ratio would be the same?—A. Yes, but they paid a 
very low rate of interest. 


By Mr. Power: 


Q. A lower rate than you?—A. Yes. I am speaking now of course, of 
commercial banks because down there they are separate from savings banks. 

Q. I do not want to go over the same ground that I went over with Mr. 
Dodds or Sir Charles Gordon, with you, but your evidence on all the points 
which were raised with regard to interlocking directorates would be substantially 
the same as theirs?—A. Yes, I agree substantially with what Sir Charles Gordon 
and Mr. Dodds said. 


By Mr. Bothwell: 


Q. I should like to ask a question, Mr. Chairman, that is hardly germane 
to the matter that we are discussing this evening; but a year or two ago when 
a committee of this House discussed the Canadian National Railways, there 
was considerable talk over the entertainment expenses of C.N.R. officials, and 
the question has been raised as to how much the banks spend by way of enter- 
taining expenses. My question is based on that preliminary statement, but 
what I am going to ask is this: have the banks a fund set aside to enable local 
branch managers to join golf clubs and things of that sort?—A. I am quite ready 
to answer that question. 


The CuarrMAN: Go ahead. This is a private institution, however. 
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By Mr. Bothwell: 

Q. I want to explain that this does not concern me very much, but in this 
committee we are endeavouring to clean up a lot of the suspicions that seem to 
be in the public mind?—A. I will be very glad to answer the question to the 
best of my ability. We have nothing to correspond with what I understand 
was in the C.N.R. under the old regime. On the other hand, I do not want to 
suggest that our officials, on occasions, if they are called upon to entertain 
people, customers of the bank, or people frem abroad, do not charge it to the 
bank; they do. We allow each man to spend a certain amount of money, but 
very small, If we find a man spending, in Toronto, #50 or $75 a month, we 
think he would be going pretty far, no doubt. In Montreal— 


Mari JACOBSE ime aoronmuo—= 


The Witness: In Montreal you can quite understand the situation. That 
is the head office of the bank and we have people coming from the continent 
and from the south of us, and so on. Some of them are connected with the 
banks and have some claim on us, others are sent to us. You can use your own 
imagination; they just come there, and our men, perhaps have to look after 
them, take them to lunch. We take them to dinner or to a game of golf, and 
we do not object to them charging that to the bank. In fact, we allow them 
to do it. We do a certain amount in the way of paying club dues, but nothing 
extravagant. It is not fair where we send a man around the country from 
city to city, that every time he goes to a new town he should have to put his 
hand in his pocket and pay $50 or $75 to join a club. We will pay his club 
dues for one club. We do not go spreading it all over the city, or anything 
of that sort. 

Q. The suggestion has also been made along that same line, that all of the 
banks here in the capital of Canada do a considerable amount of what is in 
the nature of “lobbying,” and the expression has been used—I am telling you 
just what I have heard—that the banks have put on an effective “lobby ” in 
Ottawa through entertainments and one thing and another?—A. If that is done, 
it is certainly done without my knowledge. I have never heard anything of 
that sort. 

The CHarRMAN: I have been here a good while, and I have never heard 
anything of that. More than that, I have never met it. 

Mr. BorHwetu: I have heard it, and the reason I am asking the question 
is just to clear that up. 

The CHatrMan: I have never got in on it, and the Minister of Finance 
has not, he says. 

Hon. Mr. Ruopes: J may say if that is so, they have overlooked the Min- 
ister of Finance. 

Mr. BorHwe.u: I don’t know myself. I just wanted an answer. 

The Witness: If it is done, it is done without my knowledge, which means 
it is not being done by the bank. If our manager is so foolish as to do it out 
of his own salary, that is up to him. I don’t control his entertainments. 

Mr. BoTHWELL: That is all. I just wanted to clear that up. 

The CuarrMAN: Are there any other questions? 


By Mr. Spencer: 


Q. I understood Mr. Wilson to say that not only have you the Montreal 
Trust Company, which is affiliated, I take it, with the Royal Bank— —A. It is 
not. I said distinctly it is not affiliated with the Royal Bank. 

Q. Then what relation—did the Union Bank have a trust company?—A. I 
don’t know—or, yes, they did. 
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Q. When you took over the Union Bank, what became of that trust com- 
pany?—A. That trust company was just a holding concern, and held certain 
assets of a distinct private banking concern out in Saskatchewan. It has never 
operated since we acquired the Union Bank and is simply a liquidating proposo- 
tion, realizing on their assets, paying their debts as fast as they can, and we are 
writing them off as fast as they are paying them. 

Q. That will be wiped out in time?—A. Yes. I say it is a liquidating 
proposition, 

Q. Do the Montreal Trust buy and sell securities?—A. No, not in the 
sense—you cannot walk into the Montreal Trust Company and buy securities 
over the counter. 

Q. It is not in the same category then, as the Royal Trust Company that 
we heard about this afternoon?—A. Well, I didn’t suggest—I didn’t hear it 
suggested they could. 

Q. I understand they do?—A. Oh, I don’t think so, except for their own 
clients. 

Q. I mean for their own clients?—A. Yes, the Montreal Trust will do that. 
If you are going to Europe and you ask them to collect your revenues, your 
rentals, and reinvest them, and you give them instructions to put the money 
in corporation bonds or government bonds, they will do that for you. 

Q. To that extent they are in competition with the bank?—A. Oh, yes, of 
course they are. 


The CHarrmMan: Any other questions. 


By Mr. Geary: 

Q. You invest estate funds constantly?—A. Yes, surely. 

The CHarrMan: Are there any other questions to be asked of Mr. Wilson, 
because it is not probable that he will be back. 

Mr. Geary: I don’t blame him. 

Mr. JAcops: He may be back ten years hence, and we all hope he is. 

The CuHarrMaNn: He may be, but we may not be. 

Mr. Coors: Before Mr. Wilson leaves, there are one or two questions I want 
to take up with him, but they are not really related to this question, and I do 
not think— 

The Witness: I don’t mind. 

Mr. Coorn: I don’t think that they should be asked at this hour of the 
night. 

_ The Cuarrman: I am only anxious to get through with Mr. Wilson, go 
ahead. 

The Wirness: I have no objection. Go ahead, anything you like. 

Mr. Coors: It does not refer at all to the interlocking of directorates. 

The Wrrness: I know about things apart from that. 

Mr. Coorr: You know, we have been very careful in this committee to decide 
that we must take up one thing at a time, and try to stick to it. 

The CHarrMAN: We have not stuck to it very much, although that was the 
idea. Go ahead and ask your questions. 


By Mr. Coote: 

Q. Then, in regard to the pension fund, I have a letter from a former 
employee of the Royal Bank, and I am sorry I have not got it with me. I believe 
he was paid off by the bank some time ago. I suppose they did not need all 
the staff. I know they have been closing branches. He has been with your bank 
quite a long period of years, and when he was paid off he received half of the 
amount of money that he had paid into the pension fund?—A. That is his 


contract with the fund. 
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Q. Does he sign a contract to that effect?—A. Yes, surely. It is just the 
Same as insurance. When a man becomes twenty-one years of age, provided 
he can pass the medical examination, he automatically comes under the benefit 
of the pensions fund, and he signs an agreement agreeing to abide by the rules 
of the fund. That is one of the rules, that he gets back half his contribution 
should he retire from the bank at any time. 

Q. Suppose the bank retires him after he has paid in for five years?—A. 
The same thing. The bank can retire me any time, give me thirty days’ notice 
a ee days’ salary, and what applies to me applies to everybody else in the 

ank, 

Q. Would you explain to the committee just what that man gets back out 
of that fund, say after five years’ service in the bank?—A. He gets back half 
of his contribution. 

__Q. And that is all?—A. That is all. The pensions fund has carried the risk 

in the meantime. If he had become incapacited, the pensions fund would have 

had to pay a pension for the rest of his life, and when he died, would have to 

carry on for his widow for a certain amount. The fund must be compensated 

i” en just the same as any insurance company must be paid for carrying 
1e risk, 

Q. Does your pension fund also cover insurance?—A. Also insurance? No, 
we have not any insurance fund. We insure all our employees through group 
insurance, under an arrangement that is very favourable to them. 

Q. You said if he had died, his wife would have got it; is that it?—A. If he 
had died, half of the pension that he was receiving would continue on with his 
widow during her lifetime. 

Q. But he would not get any pension, would he, for five years?—A. Well, 
you are putting me in a position—I have not got the rules here. Is it ten years? 
Yes, he must have served ten years before he is eligible for a pension. In other 
words, he joins when he is twenty-one, and when he becomes thirty-one he is 
eligible for a pension should he become incapacitated. 

Q. Do you think that is a fair arrangement for bank clerks who may be 
let out from the institution before the ten years expire, to keep half of the cash 
contributions they have made to that fund?—A. Well, would it be fair to the other 
members of the fund to do otherwise? This fund must carry the risk while he 
was working with the bank. 

Q. Would you mind telling me again just what risks there are involved? 
A. Well, if he became incapacitated. We have a man who is on the pension 
fund—I remember we took over a bank one time and a man was on the pension 
fund from the time he was thirty-five years of age. He had tuberculosis. He 
never worked a day for the Royal Bank. We paid him a pension for about 
fifteen years, and he died, unfortunately, and we are now paying his widow. 
That man never paid a cent to us—and when I sav to us I mean the fund that 
I am speaking of. 


By Mr. Hackett: 


Q. That is on an actuarial basis, of course? A. Oh, yes. 

Q. They would have to pay more for annuities? A. Oh, they could not 
buy an annuity on the basis on which they get paid on the pension fund; because 
in addition to the contributions made by the official himself, the bank contributes 
a substantial amount every year. In our case, the shareholders authorize 
$200,000 a year. 


By Mr. Coote: . 
Q. I can see that it is quite an advantage to the man who stays in the 
service a set length of time, and retires when he reaches a certain age?—A. Yes. 
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Q. But a man who is taken into the service at any age, a young man who 
perhaps works eight or nine years, and when the bank is cutting down its staff, 
does not need him, turns him out and gives him half the money he has paid in, I 
think would naturally regard that as sort of a hardship. He is turned out alto- 
gether, and looking for another job, and he has no pension coming at all?—A. 
Yes, but in how many walks of life does a man have a pension? Not very 
many. And furthermore, how many men are there such as you suggest, who 
work for a bank for nine or ten years and they are turned out, to use your 
expression? Very few. 

Q. There may be very few, but I happen to have had several come to me? 
—A. Oh, I don’t say that there are none. There are some, unfortunately. But 
we have all had to do things in the past few years that we never dreamed, 
five years ago, we would have to do. 

Q. What I would like to ask is if the administration of the pension fund in 
that way is as fair to the man who is turned out by the bank in anywhere from 
five to ten years, as it is to the man who is kept on by the bank and reaches 
the retiring age and has a good pension for life. That is a very fine thing for 
him?—A. Yes. 

Q. It is a very fine thing, but it does seem a hardship upon a man who has 


‘perhaps spent nine years in a bank and is turned out?—-A. You suggest that 


this man who leaves after serving ten of fifteen years should get back all his 
contribution, do you? 

Q. I am not saying whether he should get it back or not?—-A. You say 50 
per cent is not enough. What would be enough? 

m cut do not know exactly how it would work out on an actuarial basis? 
==. IN: 

Q. That money has been earning interest?—A. Surely, it is accumulating. 

Q. And in the great majority of cases these young men have got nothing 
out of it?—A. Except protection. That is all I get for my life insurance, my 
protection. It is all I get for my fire insurance, protection against some 
calamity, and that is all it is intended to be. 

___ Q. Is that accidents, for sickness and everything?—A. If he is incapacitated, 
if he cannot work, he is entitled to a pension. 

Q. And that goes for every employee?—A. Every male employee, provided 
he can pass a medical examination at the age of twenty-one. 

Q. Would you assure me that that is as fair actuarily to the person 
who is put off without any pension at all, say, at the end of the first ten-year 
period, as to the man who is kept on and completes his service in the bank?— 
A. I will say it is fair, for this reason; because (I am just using round figures 
now, don’t hold me to this) I do say that if officers of the bank are putting 
up $200,000 themselves, that is a certain percentage of their salary, that is 
matched with an equal amount voted by the shareholders every year; in other 
words, $400,000 is the total payment to the fund. Now a man retires and he 
takes back half of what he puts in. In other words, the Pension Fund gets 
out of that—I do not know the percentages—gets $300 and gives him back 
$100. To me that seems to be a fair proportion, but what is fair and what is 
not fair in a matter of this kind is largely a question of judgment. 

Q. Would you object?—A. Many other institutions think it is fair. 

Q. Would you object to filing for the benefit of the committee a statement 
showing what a man, retiring at different periods, would pay into that fund; 
and what he would get back—I mean, have you any information of that kind 
that you would not mind giving?—A. I would not mind giving you anything 
like that. There is nothing confidential about it. They put up 3 per cent 
of their salaries; in other words, a man getting $1,200 a year pays in $36, when 
he retires he gets $18 back. 
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_ Q. Well, if you could give me a statement I would appreciate it?—A. I 
will be glad to prepare such a statement, and I will consult with you and see 
exactly what you want. 


By Mr. Hackett: 


Q. Is there something in the idea that during the first ten years this man 
is receiving training which will suit him for almost any other business he might 
choose to go into?—A. Oh yes. It is not so many years ago now when a father 
put a son in a bank the father had to pay the bank money for training him for 
the first two or three years. I remember that when I went into the bank and 
got $75, my father told me I was lucky that he didn’t have to pay to get me 
into the bank. 


By Mr. Coote: 


Q. Just one more question in regard to that: does a man have to reach a 
certain age before he draws a pension?—A. Speaking again from memory, I 
think he is entitled to a pension after he has served ten years; in other words, 
any time after he reaches the age of 31. I would much prefer it if you would 
allow me to bring the book of rules to show you. There is nothing confidential 
about it, every man who is a member of the staff has it, and there are about 
five or six thousand copies in circulation. I will be glad to get one for you. 

Q. The next question I want to refer to is the matter of special service char- 
ges, for returned cheques, for cheques in excess of a certain number, and so on; 
I wonder, Mr. Wilson, whether you could get for us—perhaps it would show 
best what I want if we could get the amount that is collected through all these 
various service charges, say at the various branches that you have in the city 
of Vancouver; would that be too much trouble?—A. I will look into that letter 
you gave me, if that is what you mean. 

Q. I have had a number of communications in regard to this matter of 
service charges?—A. And that is a case which has been engineered by an 
individual, whom I am not going to name. You would hate to see his record, 
it was given to me in Montreal yesterday and I gave it back, I said I won’t 
show that to Mr. Coote. 

Q. I think that is the only way for the committee to get an idea as to 
whether or not these charges are unreasonable, and I would like you to take | 
that as a request and let me know?—A. I will see what I can do on it for you, 
I will speak to you about it in any event, Mr. Coote. 

Q. Now, there is another matter I would like to take up with you just for 
a few minutes more, and that is in regard to the business which Canadian 
banks do outside of Canada. I am sorry I have not these figures worked out. 
I will just have to take them off the bank return here. I notice your current loans 
outside of Canada amount to $101,000,000 and your call loans $34,000,000, 
a total of $135,000,000; and I think there are perhaps securities and other 
assets which you hold outside of Canada?—A. Oh yes, we hold British and 
American government bonds. 

Q. That is quite a large amount compared to the amount of your capital, 
and I just want to ask you this question, whether it would not be good policy 
for Canadian banks doing very much business outside of Canada to put that 
business in the hands of a separate corporation; that is, to separate the Cana- 
dian and foreign business?—A. I thought you did not like controlled companies, 
that you wanted everything out in the open. 

Q. I think this would be quite in the open. It would be a separate institu- 
tion so that the funds of Canadians should not be involved so by outside 
occurrences such as revolutions, which might very easily take place in foreign coun- 
tries?—A. Well, I have had a good deal of experience in international business, 
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having spent all my life in the Royal Bank. As you know, and as you indicated, 
we have a large foreign business. You have shown one phase of it, our loans, 
but you have not mentioned that we have deposits outside of Canada of 
$160,000,000 odd at the same time. I do not think it would be a good idea 
of us—speaking as a practical banker, based on my own experience in the 
Royal Bank—I do not think it would be a good thing for us to attempt to do 
business in foreign countries through a subsidiary, because I think it is good 
that the prestige and standing of the whole institution should be back of us 
wherever we put up a sign. I think that is important. We have been encouraged 
by business institutions in Canada who are doing an international trade to do 
what we could to help develop that trade, and perhaps we have taken a lead in 
that respect. 

So far as revolutions are concerned, I may mention also that I have had 
quite a bit of experience in revolutions. I have been through several myself, 
and my experience is that these revolutions are no more serious than riots such 
as we had in Montreal, which looked rather serious from a distance, looked 
much more serious from a distance than they did when you were on the spot. 

Q. I did not intend for a minute to suggest that you had more loans out- 
side of Canada than you had deposits. I am just pointing out that there is in 
my opinion a certain amount of risk there to Canadian investors?—A. In my 
judgment there is no more risk in our loans outside of Canada than in; and I 
say that with one or two minor exceptions, Cuba in particular, I wish our loans 
in Canada were as good as our loans outside of Canada—and I say that with- 
out wanting to be invidious. 

Q. I do not doubt that at all. I take it for granted that the Royal Bank 
would be just as careful in placing their loans outside of Canada as they are 
inside of Canada. But do we not have more reason to fear for the safety of 
investments in—let us say Cuba where conditions are possibly not so stable?— 
A. You are suggesting where there is need for ‘“‘ peace, order and good govern: 
ment.” 

Q. “Peace, order and good government,’ if you like?—A. That appears 
to be very popular expression around here these days. 

Q. We know from experience that that does not always prevail in some 
of these countries?—A. I know there are certain countries of which that is 
true. I quite understand what you have in your mind. You read about these 
revolutions like in Brazil, What you don’t hear and what I know is this: for 
imstance, about a year ago they had a revolution in Sao Paulo, and they had 
barricades in front of our offices there. Sao Paulo is a city about the size of 
Montreal. They very obligingly called a truce in the morning, so that the first 
lot could go to lunch, and another truce in the evening so that the other lot 
could go to dinner. That is how serious these things are, but you don’t read 
that. I am serious about this, vou don’t read about that in the press up here; 
we hear about it from our men on the spot. 

Q. Well, we do read some things in the press occasionally that upset 
us a little bit, and I remember reading last year that the National City Bank 
had lost I think $30,000,000 in the sugar business, and I suppose as it was a 
United States institution that it was probably in Cuba. I take it for granted 
that the National City Bank thought they were doing a perfectly safe business 
at one time, but due to the terrific break in the sugar market—I do not know 
what countries the loans you show here are in, but we do hear sometimes of 
revolutions—I do not like to mention countries, but in some of them there are 
uncertain conditions?—A. I have no embarrassment in talking about Cuba; I 
would talk about Cuba just as soon as I would talk about Nova Scotia or Sas- 
katchewan. 
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Q. You are not a member of parliament and I am afraid the government 
might censure me if I said too much about Cuba, or any particular country ?— 
A. I will talk about Cuba, it is an agricultural country, dependent upon sugar 
and tobacco. Both of these commodities have been selling at a very low price, 
and on top of that they have had a bad political situation. They had a revolu- 
tion down there, you know, this past six or nine months. The only material 
damage done to the Royal Bank there by the revolution was that they smashed 
some shutters of ours that cost us $100; and one of our tellers got so excited 
that he took a revolver of the bank’s and went out to the back yard and: finished 
himself off. That was the extent of the damage done to us. We have been 
quite safe down there. As far as we are concerned, our operations are on a very 
much smaller scale than years ago. live or six years ago we had 75 branches; 
to-day we have 22 or 23. 

Q. What percentage of your business is outside of Canada?—A. Well, our 
deposits are about 170 millions, and our figures are something near 700 millions, 
our balance sheet figures. I can figure that out. 

Q. Twenty some per cent?—A. Yes. 

Q. There would be no insuperable difficulty in incorporating that in a 
separate bank, if desirable?—A. No insuperable difficulty, but a disinct dis- 
advantage, because people like to do business with us in those countries because 
we are a British institution, and British institutions, and Canadian institutions 
in particular, have a special standing in many of those countries. That is why 
we are not hurt in any of those revolutions. We always supply our branches 
with a Union Jack which they always run up, and it helps. 

Q. In case of a revolution, it helps?—A. That is part of the bank equipment. 


The CuHatrman: I could tell you a good story about Venezuela. Now, Mr. 
Logan is here from the Bank of Commerce. I asked him to come because [ 
understood some questions would be asked in connection with that bank. 


Mr. Jacogs: Is it not usual to adjourn at 10 o’clock? 


The Cuarrman: We would like to get through to-night, because we are 
going to deal with the Bank Act next Tuesday. 


Mr. S. H. Logan, recalled. 


By Mr. Power: 


Q. Have you any statement to make, Mr. Logan?—A. I have a short brief 
here. It is very much along the lines of what has been said. I will file it in 
the record, 


Tue CANADIAN Bank OF COMMERCE 
INTERLOCKING DIRECTORATES 


Mr. Chairman and Gentlemen,—I feel that there is very little that I can 
add to the comprehensive brief which has already been submitted to you by 
Mr. Dodds. It is, of course, for very obvious reasons that banks in filling 
vacancies on their boards should often choose men who are directors of other 
leading corporations. The fact that these men have succeeded in rising to 
prominence in some other line of business indicates that they have ability, force 
and sound judgment, qualities that are of great importance in the administration 
of a bank. The selection moreover of men with such a connection, provided the 
bank carries the account of the corporation, adds a strong tie to the business 
relationship between the corporation and the bank. 

In my nine years’ experience as General Manager I have never known any 
member of the board of my Bank to attempt either directly or indirectly to 
restrict or deny a credit for which application had been made by a business 
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competitor of his own. Indeed if such an attempt were made and the application 
was a reasonable credit risk the rest of the directors would unquestionably over- 
rule the objection. No board would consent to sacrifice remunerative and satis- 
factory business offered to the bank merely to give one of their number a trade 
advantage over a rival. 

You might be interested in a short summary which I have made of the 
banking arrangements of the 143 firms which included on their boards any 
Directors of The ‘Canadian Bank of Commerce. 


Firms 
Banking business conducted with other banks...... .. 63 
Depositors with but not borrowers from the Bank.. .. 43 
@ccasional borrowers from the Bank:.:.. 7. 1... .. 9 
Requiigie joowimongers iron We RN. 65 se Beene siete 28 

(11 of these accounts are divided with other banks) 
143 


I do not think that the words “ interlocking directorates’ deserve, as far as 
the banks are concerned, the sinister significance they have acquired recently. 

Q. Will you tell me what companies are controlled by The Canadian Bank 
of Commerce?—A. We have the Dominion Realty Company. That company’s 
annual statement appears each year on the back of our annual published state- 
ment. It owns many of our buildings, and all the shares are owned by The 
Canadian Bank of Commerce. 

Q. In whose names are they held?—-A. Well, they are held outright by the 
bank, and the directors are all directors of our bank. No one draws any 
director’s fees or anything of that nature. 

Q. What business does the Dominion Realty Company do?—A. The Domin- 
ion Realty Company for many years—it was started, I think, in 1903—for many 
years it has owned many of our important buildings, including the head office at 
Toronto. It has a regular published statement. 

Q. Does it own any other real estate except bank premises?—-A. Oh, just 
as it may own certain properties that have been bought by the Realty Com- 
pany but only for bank property purposes. 

Q. It does not deal in real estate. It is not a realty company?—A. Abso- 
lutely not. 

Q. Have you any other controlled companies?—A. There is Alloway- 
Champion, Winnipeg. We took over the banking business of Alloway-Champion 
in Winnipeg some years ago. Mr. Alloway was concerned about his deposits, 
and he felt the thing to do was to sell out to someone. We took the business 
over and ran it for a few years, and the last few years it was gradually liqui- 
dated, It is a liquidating proposition from our standpoint. 

Q. It is liquidated; but it was formerly a private banking business?—A. 
Formerly a private banking business. We finally took over all the deposits, and 
now we we are liquidating the concern. 

Q. Have you any other controlled companies?—A. The Mexico Corpora- 
tion. That is the Compania Inversiones Urbanas. Within the last few months 
we decided to withdraw from Mexico, As soon as our depositors are paid off 
that company will be liquidated, and we will sell the property. The reason for 
our having that company at all was because a foreign corporation could not own 
or hold property in Mexico. 

Q. Do I understand that it is liquidating your bank assets in Mexico?—A. 
In the city of Mexico. 

Q. And you are looking after your depositors and so on?—A. The banking 
end of the business and the depositors are nearly all paid off now. 
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Q. It really meets with the suggestion made by. Mr. Coote a moment ago, 
that as far as Mexico is concerned you have a subsidiary company there?—A. 
We have a subsidiary company there to hold property, not for carrying on 
the banking business. Now, that company is being liquidated as quickly as 
possible, Then, we have The Canadian Bank of Commerce in California. For 
many years we did business in the state of California just as an agency of 
The Canadian Bank of Commerce, but five years ago, having in mind the fact 
that Los Angeles was a very important point where there are a great many 
Canadians, we asked the State Bank Examiner whether he would allow us 
to open a branch in Los Angeles. He said that if we organized’ a State corpora- 
tion he would consent to it. So we organized a State corporation, and all the 
shares of that corporation are owned by The Canadian Bank of Commerce, 
except the qualifying share for directors. Those qualifying shares are held by 
officers of The Canadian Bank of Commerce. 

(. And those are all the controlled companies?—A. Those are all the con- 
trolled companies we have. 

Q. I have not my file with me, but what controlled company, or what com- 
pany connected with The Canadian Bank of Commerce, owns the building 
formerly occupied by the Bank of Hamilton in Hamilton?—A. That, I think, 
is bank premises now. Yes, I am quite sure that is in “Bank Premises” account. 
That is where we have our office, the main office, at the present time. 

Q. Would that be the Dominion Realty?—A. No, I think it is in the Bank 
Premises. 

Q. Owned directly by The Canadian Bank of Commerce?—A. I am not 
positive, but I think it is. There was a time many years ago when all small 
offices were owned by the Dominion Realty company, and the important offices 
like Toronto, Montreal, Winnipeg, Vancouver, were owned by The Canadian 
Bank of Commerce. We thought it was better policy to carry these offices in 
bank premises. Then with the consolidation of the Bank of Hamilton and the 
consolidation of the Standard Bank, their properties had to be taken into the 
general bank premises account, and now, just from memory—there are hundreds 
of them—TI cannot tell vou which is which, but I think the Hamilton one is in 
the “ Bank Premises ” account. 

Q. There is a company, I do not know the name of it now, but it might 
be the Dominion Realty company, the principal shareholders of which are Sir 
Joseph Flavelle and Sir John Aird?—-A. What is the name of the company? 

Q. I think it is The Dominion Realty Company. Sir Joseph Flavelle I 
think owns a large number of shares, he is listed as owning a Jarge number of 
shares, wherever you have to register the shares, such as in Ontario under the 
Security Frauds Acts?—A. Sir Joseph is president of Dominion Realty. I must 
say I cannot exactly tell you in whose name those shares are registered, but they 
are all owned by the bank. : 

Q. Would it be possible for those shares to be held and registered in the 
name of Sir Joseph Flavelle and Sir John Aird?—A. They might be in the name 
of nominees. s ; 

Q. In their names as nominees?—A. As nominees they might be. 

Q. Instead of in the name of the bank as such?—A. I could easily verify 
that all the shares of The Dominion Realty Company which are actually owned 
by the bank. 

Q. The complaints which I have heard about that is, that presumably the 
Dominion Realty Company is in competition through its holdings and bank 
premises and office buildings with other realty companies which own office 
buildings in both Toronto and Hamilton?—A. That is the Dominion Realty 
Company proper? 

Q. Yes?—A. Well, I suppose some of it is levelled at the head office build- 
ing which we put up in Toronto. I suppose that is it. 
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Q. Have you any other places where you have taken over other banks such 
as in Hamilton?—A. In Hamilton we had no choice. The building was there. 
We do not usually build high buildings of that kind, except at head office. That 
is the only building we have of that nature. When we took the Bank of Hamil- 
ton naturally we had to take the building with it. 

Q. Personally I would not complain of it, but there is a complaint you are 
lowering rents to business concerns and seriously competing with other office 
buildings?—A. Was that in the city of Hamilton? 

Q. Both Toronto and Hamilton?—A. Not in Toronto. 


The CuairMaNn: I think I had a letter from a lawyer in Hamilton on the 
same subject matter; he asked to be heard. 


The Witness: We have not lowered any rents in Toronto. Our building 
has been fully occupied ever since it has been put up. 


The CuairMaNn: And in the city of Hamilton? 


The Witness: I cannot tell you about that; I cannot say what the rental 
situation is in the city of Hamilton. 


Mr. Power: If the Chairman has the letter, I should like to get the name. 

The CHAIRMAN: My file is upstairs. The files have grown tremendously, 
and they are still growing. He was complaining of the competition of The 
Canadian Bank of Commerce. The complaint was about the office buildings 
selling space. 


Mr. Power: Yes, that is the complaint. 
The CHArRMAN: He was talking about the competition. 
The Witness: Well, I would have to know where that point is. 


By Mr. Power: 


Q. Hamilton was one, and Toronto the other. And then there was this 
other suggestion, that the companies which did business with you and whose 
directors were also directors of your companies, almost invariably took space 
in your buildings. I suppose that is very hard to control; what have you to 
say to that?—A. I think probably that was a part of the policy at the start, 
to put buildings up and they were— 

Q. It is the bank’s policy to put up a building which will be used by a 
number of concerns other than the bank in order to help the bank to carry it?— 
A. I might be perfectly frank and say I am responsible for that building being 
put up as our head office. When we looked the situation over, we looked back 
over a period of 15 years and found out how much additional space we had 
required in the 15 years prior to the time we considered that building, which 
was something like 300 per cent. Now, that is what we figured. We were put- 
ting up this building not for ten or fifteen years, but the next forty or fifty 
years, and we figured how much space we were likely to require in the future. 
That building was built on that principle. It was built with a tower because it 
gave outside rooms for everybody and rented well. That is why the building 
was put up. It has been filled from the start. We have not been going out 
canvassing, so far as I know. On no occasion did we go out and canvass for 
tenants. We have not cut rents. The bulk of the leases in that building are 
ten year leases, and were from the start; and what might go on in connection 
with somebody subletting some part, of course, I cannot determine. 

Q. Now, what trust company is the goat for your dealings?—A. Well, 
I suppose you will associate me with the National Trust Company. We do not 
control the National Trust Company. 

Q. You knew what I meant. How many directors of the National Trust 
Company are also directors of the Bank of Commerce?—A. I think ten directors 
of the Bank of Commerce are directors of the National Trust Company. 
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Q. Out of how many?—A. I think 34. 

'  Q. Thirty-four in the Commerce?—A. No. There are 34 directors all told 
in the National Trust Company, and I think there are ten directors from the 
Commerce on the board of the National Trust Company. We own 1,200 shares 
of stock in the National Trust Company, which is 4 per cent. 

Q. We?—A. The Canadian Bank of Commerce. 

Q. There is a closer connection between The Canadian Bank of Commerce 
and the National Trust Company, at least?—-A. We have some shares. _ 

(. A more open connection between The Canadian Bank of Commerce and 
the National Trust Company than there is between some of the other banks 
and trust companies?—A, That is our only connection, but on the other hand the 
National Trust company are open competitors for deposits. They take deposits. 
Now, Wilson does not take deposits, neither does Dodds. 


Nir Donn s es Gor 
The Witness: JI mean the Royal or Montreal Trust Companies. 
Mr. Dopvps: That has nothing to do with me. 


By Mr. Power: 


Q. How many shares have been issued by the National Trust?—A. About 
30,000. The capital is $3,000,000. We have about 4 per cent of the capital stock. 

Q. There is about 4 per cent of the capital stock held by the bank?—A. 
Held by the bank. 

Q. Have you any idea of the amount of deposits in the National Trust? 
—A. What they have on deposit? 

Q. Yes——A. No, I cannot tell you, but I imagine somewhere around 
$20,000,000 probably; that is a guess from my point of view. 

Q. They compete with you and pay a higher rate of interest?—A. They 
compete with us and pay a higher rate of interest. 

Q. And in spite of that your relations with them are fairly close, I take 
it?—A. I cannot say that there are intimate relations between us. They are 
deposit customers of ours. I do not know that there is any business we can 
turn to them. They are always asking us cannot we send them some business, 
just as the Toronto General Trusts do. 

Q. There is very little business to give to the Montreal Trust or the Royal 
Trust—A. Nor are we at all likely to give them much either. 

Q. Why not?—A. There is no reciprocity. 

Q. No, but may I ask this, why would not you give business to the Royal 
Trust Company?—A. Well, as a matter of fact, there is very little business 
we can turn over to any trust company; at the moment I cannot think of any- 
thing. 

Q. The same answer.—A. No. You have to bear in mind those trust com- 
panies do an entirely different kind of business. They are trustees for estates 
and all sorts of things like that; we have not got anything to do with that. 
If I am going to draw a will, or something like that, I nominate whatever trust 
company I want. That is not something that the bank dominates or controls. 
There is a friendly relationship but there is no business relationship to amount 
to anything apart from that. 


By the Chairman: 


Q. Nor contractual?—A. No, apart from the fact that they deposit with 
us, and they deposit with other banks? 
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By Mr. Power: 

Q. I will ask you the same question as I asked Mr. Wilson: Would it not 
be possible for us either in the Bank Act or the Trust Company Act, or would 
it be any inconvenience to the bank if either in the Bank Act or the Trust 
Company Act we provided that directors of trust companies should not be 
directors of banks; would it inconvenience your bank in any way, shape or 
form?—A. No, it would not make a particle of difference in a sense. 

Q. In any sense?—A. I do not think it would, but I do not see why you 
should do it. 

Q. No bank requires a trust company to be closely connected with it?—A. 
No -question about it, as far as I have seen. 

Q. It is of no use to them?—A. I cannot see it. 

Q. Then I cannot for the life of me understand why this custom has grown 
up, that almost every bank has connected with it some trust company?—A. No, 
I think that is not correct. 


The CHarrMAN: The Bank of Nova Scotia has not. 
Mr. Power: Eastern Trust? 


The Witness: I think one of their directors is a director of the National 
Trust Company. 

The CuHatrMAn: There used to be an idea that the Bank of Nova Scotia 
controlled the Hastern Trust, but I do not think there is anything in that. 

The Witness: I do not think there is anything in that at all. 


By Mr. Power: 
Q. And in no way connected?—A. No. 


The CuatrMAN: Mr. Black used to be the president; he is now the chairman 
of both. 

By Mr. Power: 

Q. I do not know about any of the other banks. The Banque Nationale 
has an affiliate, I can give it to you. Trust General du Canada?—A. I think 
you have to make a study of what those trust companies do, but between the 
banks and the trust companies there is no very intimate relationship at all. 
It is pure fiction. 

Q. Well, Barclays Bank has the Barclay Trust Company of Canada which, 
I assume, is pretty closely connected?—A. To tell you the truth, I did not 
know that. 

Q. The Provincial Bank of Canada appears to have a company called the 
Administration and Trust Society which seems to be closely connected with it. 
Would the Bank of Toronto have any such company; would the Toronto General 
Trust Company be in any way connected with the Bank of Toronto?—A. I 
would not think so. 

Q. And the Dominion Bank has no affiliation with any trust company. 

Mr. Dawson (General Manager, Dominion Bank): The Dominion Bank 
has four of its directors on the board of the Toronto General Trust Company. 

The CHarrMaNn: Is that the correct way to put it? The fact is, that cer- 
tain directors of the Dominion Bank are directors of certain trust companies 
but the bank as such hasn’t any. 

Mr. Powrr: I am sorry, I did not mean to express it in that way. I do 
not want to go into all the details that I went into with Mr. Dodds or with Sir 
Charles Gordon, but you, I suppose, Mr. Logan, take the same attitude that they 
do with respect to interlocking directorates, you think that there is nothing 
objectional from the public standpoint. 

The Witness: I absolutely agree with all that has been said in that con- 


nection. 
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Q. And nothing I can say to the contrary will pursuade you to change your 
mind?—A. No. I think I said in my brief, that in the nine years I have been 
general manager of the bank I have never seen one director try to prejudice the 
credit of a competitor or anything of that nature. 

Q. I notice in looking over the list of your directors that one of your 
directors—Mr. George Allen—whom I take to be Mr. Allen, ex M.P., a member 
here at one time and extremely popular on both sides of the House—is a director 
in a large number of companies. May I ask if, for instance, the G. W. Allen 
Farming Company does business with your bank?—A. The G. W. Allen 
Farming Company has been liquidated. 

Q. And the Allen Securities Company?—A. That likewise has been liqui- 
dated and taken off the list. 

Q. The Beaver Fire Insurance Company?—A. The Beaver Fire Insurance 
Company does business with the Royal Bank, as far as I know. 

Q. The Beaver Lumber Company?—A. That does business with the Domin- 
ion Bank as far as I know. 

Q. British American Oil Company?—A. I think Wilson has got that 
account too, so I am out of luck there. 

Q. The Canada Cement Company?—A. The Canada Cement Company 
does business with the Royal, the Commerce, and the Bank of Montreal. 

Q. Canada Permanent Mortgage Corporation?—A. Partly with the Bank 
of Montreal, the Bank of Nova Scotia, the Imperial, the Dominion and the 
Commerce. They split it up. 

Q. Canada Permanent Trust Company?—A. Apparently that is the Bank 
of Montreal, the Bank of Nova Scotia, the Imperial, the Dominion and the 
Commerce. 

Q. Dominion Bridge Company Limited?—A. That is with the Bank of 
Montreal and the Royal; they secured all that. 

Q. Great West Life Assurance Society?—A. The Bank of Montreal, the 
Royal, the Commerce, the Imperial and the Dominion. Now, there may be 
others, and you will understand it may not be complete. 

Q. Guarantee Company of North America?—A. The Bank of Montreal, 
the Commerce, and the Dominion. 

Q. A borrowing customer?—A. Depositing. 

Q. Home Investment and Savings Association?—A. Apparently they do 
business with the Bank of Montreal. 

Q. Hudsons Bay Company?—A. They do business with the Bank of Mont- 
real and the Commerce. 

Q. Borrowing?—A. Yes, occasionally they borrow from the Bank of Mont- 
real and the Commerce. 


Mr. Dopps: A very good account too. 


By Mr. Power: 

Q. Lake of Woods Milling Company?—A. That account is divided be- 
tween the Commerce and the Bank of Toronto, That is a regular flour milling 
company, a borrowing account. 

Q. National Trust Company?—A. The Royal, the Commerce, Bank of 
Nova Scotia and the Dominion, and perhaps others. 

Q. Not much business with the others?—A. Well no. 

Q. Northern Mortgage Company?—A. They bank with the Royal. 

Q. Northern Trusts Company?—A. That is Winnipeg; they bank with 
the Royal. 

Q. Patriotic Assurance Company Limited?—A. They apparently bank 
with the Royal also. 

Q. Sun Insurance Company?—A. That is with the Bank of Montreal] and 
the Royal. 
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Q. And Massey-Harris?—A. Massey-Harris, that is with us. 

Q. Borrowing?—A. Borrowing customers, and have been important borrow- 
ing customers for many years. 

Q. I do not think I can do much with Mr. Allen’s account.—A. All right, 
I have got the whole list here, I am glad to go over them. 

Q. You appear to have more directors than most of the other banks, have 
you not?—A. We have thirty-four. 

Q. The Bank of Montreal has eighteen and the Royal has twenty-five, 
and the National Trust thirty-four; that is another coincidence——A. Yes, it 
just happens. 

Q. I suppose you have more directors because you wish to expand your 
business all over Canada more perhaps than the others?—A. No, our directors’ 
list went up when we took over the Standard Bank. 

Q. That is accounted for by the fact that you took over the Standard 
Bank?—A. The Bank of Hamilton and the Standard Bank and that ran our 
list up. What we are doing gradually is to let our list run down. 

Q. I suppose most of your directors reside in the immediate vicinity of 
Toronto for the same reason as given by Sir Charles Gordon, that you prefer 
to have your directors at hand—A. We have one director in New York, 
and one in London; we have three in Winnipeg, three in Hamilton; one in 
Chicago; we have also one in Vancouver and one in Ottawa, and the rest are in 
Toronto. 

Q. You find it more convenient?—A. We find it convenient to have 
directors in outside places because they give representation to the various parts 
of Canada. 

Mr. Dopps: I have a list of bank directors resident all over the country, if 
you would like to have it to put in the record. 

The CuHairman: I think perhaps it would be interesting to have it in the 
record. 

No. of Bank Directors and Their Location 
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By Mr. Power: 


Q. But the directors who reside at outside points are not of any very great 


use in determining the general policy of the bank?—A. They are valuable in 
this way: Supposing something comes up at Winnipeg, our superintendent 
there has the benefit of conferring with them getting their advice, the same thing 
at any other point where there may be a director. 

Q. I make the same suggestion to you that I made to Mr. Dodds, that you 
could achieve very much the same result by consulting prominent men in what- 
ever trade or industry you happened to be in at the moment, and you would 
get just as sound and good advice, would you not?—A. Yes, but they would 
not have the same responsibility, would they? 
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Q. Mr. Wilson points out that you could not discuss confidential things 
with them, but I have no doubt that men of standing in the community would 
be only too glad to give you the best of their advice confidentially on any 
matter which came up.—A. Yes, but they would not have the same right to 
discuss it, as.one of our own directors would have. 


The CuatrMan: Nor the obligation. 
Mr. Power: No, nor the obligation. 


By Mr. Power: 


Q. Would the efficiency of the banks be in any way impaired if all the 
directors were what you might call professional bankers instead of industrial- 
ists? By professional bankers I mean men like Mr. Dodds?—A. Where would 
you get professional bankers to be directors of all banks. 

Q. Well, from your staff?—A. You mean our own staff? 

Q. Yes, that is to say, making banking a profession?—A. Yes, but I think 
the system as it is now is better than that, because you can draw on these men 
who are important factors in their community, and you put them on the board 
because they are going to assist in the developing of our business. 

Q. Well, in these days we are constantly being told that governments, and 
countries and institutions can be run by experts better than by anybody else. 
Why should not the banks be better managed by experts?—A. We pay men to 
run the institutions, there are paid officers for that, but if you have got a com- 
petent group of men on the board of directors it is a very valuable asset to the 
bank. 

Q. But your branch managers are men who through their experience have 
been connected with almost every branch of industry and with every com- 
mercial activity in Canada. Do you not think that they would furnish you 
with all the advice you required?—A. No, I do not think that would be feasible. 
We draw on these directors for the valuable experience they have. The 
question was asked: How do you invite someone to be a director? Three or 
four years ago I wanted someone to be a director from the mining business 
and I went to J. P. Bickell and I said “I want you to come over and be a 
director of our bank” that is because I wanted someone from that particular 
line of business; then we wanted someone from the grain business, and we 
wanted someone from the lumber business, and so on throughout the list. These 
men all have a valuable fund of information. 

Q. I put it to you, a good branch manager who had had experience up 
north in the mining district—and this is without any disparity whatever to 
Mr. Bickell whom I have not the pleasure of knowing—would be just as useful 
to you in giving his advice as perhaps Mr. Bickell would?—A. No, for you 
would have paid officers, you would have your own men. 

Q. Yes, every man in the bank would be a banker and not an industrialist, 
he would have no other axe to grind. Mr. Wilson points out that I would have 
a one man bank?—A. Well yes, for men from vour own staff could not control 
the general manager. If the general manager is on the job then one man would 
be dominating the whole situation. 

Q. Unless you could have perhaps a similar number of directors and pay 
them reasonable salaries to be directors?—A. Yes, but they would all be under 
whoever was the general manager of the institution and they would all be paid 
men. They could not turn around to me and dictate to me what I should do. 


By Mr. Coote: 


Q. Why not, Mr. Logan?—A. How could they? They would be subordin- 
ate officers on salary. : 
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Hon. Mr. Ruopes: The board of directors must always be above the 
management. 

The Witness: It does not make any difference whether the board of 
directors get any compensation or not. They are the men who dictate to the 
officers and the whole staff of the bank as to what they shall do. 


Mr. Coorz: In the Bank of Montreal we did not get that out this after- 
noon. 


By Mr. Power: 


Q. I am not trying to develop any Douglas theory, or anything of that 
sort, but it does seem to me that that is capable of being worked out?—A. I 
do not see how it could be. 

Q. Where you made these directors independent of the general manager 
by taking them out of the employ of the bank, just simply promoting them from 
manager or general manager to the directorate and have a small board of 
directors?—A. Well, if you take half a dozen of the brightest men in our institu- 
tion, or any other institution, could they run that institution? There isn’t any 
question in the world about it, and they would do a fine job of it, but all these 
men would be subordinate to one man, that is to the operating officer. Now 
then, if you take these half a dozen men and let us run the show we would run 
it all right. 

Q. Yes, if we started all over again, if to-morrow all directors of banks who 
were not practical professional bankers were to be removed from office as 
directors of the banks, we are faced with the situation of having to find new 
directors and we are told to find them from amongst the ranks of our own 
employees, could it be done?—A. It could be done if they were put over the 
head of the general manager and they were all given equal compensation and 
put on an equal standing. However, nothing like that is feasible, but in theory 
it could be done, there is no question about that. 

Q. Would the bank be efficiently managed?—A. The bank would be 
efficiently managed, but I do not think that would be likely to happen. 

: Q. Would the public get service?—A. Yes, the public would get service all 
right. 

The CuairMan: How about the bank’s contact with new business? 

Mr. Dopps: You would have six general managers and they would all fight. 


Mr. Power: I think it has been fairly well shown to-day that the share- 
holders have very little to do with the choice of directors. 

The Cuarrman: I think that is true. If we are through, Mr. Logan would 
like to make a statement. 

The Wirness: In connection with pensions, the other day I was speaking 
from memory and some of the facts were not in accordance with what the rules 
of the pension fund are, and I promised to supply the information. I have it 
here. 

The CHarrMAN: It can go into the record. 


THe CANADIAN BANK OF COMMERCE 


Pension Fund 


The Pension Fund of the Bank was organized in 1894, and up to the year 
1920 the annual contributions by staff members of the Fund were at the rate 
of 4 per cent of their salaries and by the Bank $81 for each member. 

The rate of contribution was set at a low figure so that it would not bear 
hardly on the staff, but in order that the Fund should be built up each member 
on joining entered into a contract by which it was agreed that no refund of 
contributions should be made. 
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In 1920, owing to the very rapid increase in salaries during the War years, 
an increase in the rate of contributions was found to be necessary to keep the 
fund actuarially sound. 

The percentage rate of staff contributions was, therefore, raised from 4 per 
cent to 5 per cent of salaries, and the Bank increased its regular annual con- 
tribution to a sum equal to that paid by the members. In addition the Bank 
made a special contribution in that year of a substantial sum and undertook to 
add to the Fund a further annual amount of $45,000 for thirty years. 

Notwithstanding these special contributions by the Bank it was still felt 
to be unwise from an actuarial standpoint to change the contract with respect to 
the refund of staff contributions. j 

In July, 1926, however, a general review of the situation indicated that a 
modification in the contract might properly be made and a rebate of 50 per 
cent of his contributions to any member retiring before pension age was 
approved provided he had been under the age of twenty-five on the 1st Decem- 
ber, 1920. While this arrangement was not of any benefit to the older contrib- 
utors the Bank coincidentally inaugurated the practice of granting to such 
contributors, if they left the service before pension age, a retiring allowance of a 
awe least equal to half the amount of the payments they had made to the 

und, 

In 1929 the Bank undertook to increase its special annual payments by a 
further substantial sum for a period of years. 

The Fund as it stood in May, 1933, is made up as follows, contributions 
being shown in total since its inception: 


By ‘members’ ofthe stall 0 207 ee ee en reer tes SO FOO) 
By the Bank’ . 8/57... F0. 9G Gs TP) ek ee eee 5,800,000 
Balance of Pension Funds of absorbed) banks; -© .. sa04)e. 4. 1: 2,100,000 
Accumulated net earnings less payments to pensioners and refunds 3,900,000 

$15,700,000 


Last year the Bank paid out in pension funds and insurance benefits ap- 
proximately $500,000. There are at the present time 3,165 members of the 
Fund and 343 pensioners of whom 140 are widows. 


THE CANADIAN BANK OF COMMERCE PENSION FUND 
Established 1894 
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Pensions— 
1/50 of salary for each year up to 35 years’ service. 
Pension age: 60. Maximum pension: $5,000. 


A widow (if not more than 10 years younger than her husband) and orphans 
receive one-half pension. The pension is scaled downwards for greater dis- 
parity of age. 

Insurance— 

For bachelors and childless widowers—Commencing on entry at $100 for first 
year’s service and increasing by $50 for each year up to age of sixty. Lapses 
on receipt of pension. 

Refunds— 

In accordance with terms of contract no refunds of premiums were made before 
July, 1926. 

Since July, 1926, one-half the contributor’s premiums have been refunded on 
retirement, if he was under 25 in December, 1920. 
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The Cuatrman: Mr. Power asked for the attendance of Sir Herbert Holt. 
We have communicated with Sir Herbert Holt, and while he states he is perfectly 
willing to come, his physicians advise that they do not think he should come 
to Ottawa. I also have a letter from his physicians the substance of which is 
that Sir Herbert is perfectly willing to give evidence before a sub-committee 
but they do not think it is safe for him to come to Ottawa in view of his health. 
Now, would it be open to a sub-committee to go down to Montreal and take his 
evidence, or do you require it? The matter is entirely up to the committee, and 
you do not have to decide now. 


Mr. Power: It can stand in the meantime, Mr. Chairman. 


The CuHairMAN: Then gentlemen, we will adjourn until Tuesday at 11 
o’clock when we will take up Bill 18, An Act respecting Banks and Banking. 


Mr. Cootr: Are you discharging Mr. Logan? 
The CHArRMAN: Unless you want to ask him something more. 
Mr. Coots: I hate to at ten minutes to eleven. 


The CHArRMAN: Are we going to ask this man to come back here again? 
I do not think it is quite fair, but if it is something concrete he will be good 
enough to stay and give it to you. 


Mr. Coots: I would like a little information. I would like to ask Mr. 
Logan something about the Dominion Realty Company and the Bank of Com- 
merce, and I will try to make it just as brief as possible. 


By Mr. Coote: 


Q. The value of bank premises owned by the bank is shown in the state- 
ment which I have here, which is a recent one, dated February 28th, Mr. Logan, 
at $14,869,000. I wonder if you could tell us the value of bank premises owned 
by the Dominion Realty Company?—A. Yes, that all appears on the back of 
the annual statement. 

Q. I am just anxious to get at the total of these two, because I understand 
to get the value of all the bank premises we would have to have that—A. I 
think it is about $27,000,000. 

Q. That is the Dominion Realty Company?—A. Something like that. 

Q. That would be a total of $41,000,000 in bank premises then?—A. That 
would be approximately right. 

Q. Well, don’t you think that is rather large, Mr. Logan, when you consider 
the total capital of the bank is $30,000,000?—A. You asked me about the total 
value of the Dominion Realty Company. 

Q. Yes, the total money invested in bank buildings, in other words?—A. 
That is correct, it would be about $40,000,000. 

Q. Is there some exceptional circumstances to explain that very heavy 
investment in bank premises?—-A. That represents all our branches throughout 
the country, and we have about eight hundred of them. And then, of course, 
when we built the head office building that was an important expenditure. 

Q. Well, I do not know whether you would care to tell us how much is in 
the Toronto office building—A. The Toronto building cost approximately 
$8,000,000. 

Q. But compared with any other bank I think I am safe in saying that the 
amount invested in bank premises seems extremely large in connection with the 
Bank of Commerce, and I was trying to find out if there was any special reason 
for that?—A. No, just the number of branches we have. 

[Mr. 8S. H. Logan] 


606 SELECT STANDING COMMITTEE 


Mr. Dopps: Mr. Logan, you have not got $28,000,000 in the Dominion 
Realty Company of your money. 

The Wirness: Mr. Coote asked for the total value of bank premises. 

Mr. Dopps: But Mr. Coote is under the impression that the Bank of Com- 
merce have over $40,000,000 locked up. 

The Witness: Oh no, that is not right. 


By Mr. Coote: 

Q. I am trying to find out why it is that the Canadian Bank of Commerce: 
have buildings costing $41,000,000 to house their various branches——A. The 
Dominion Realty Company has sold to the public about $12,000,000 in bonds 
against its $27,000,000 in property. The bank’s equity is, therefore, about. 
$15,000,000 which we carry in the bank’s books at $3,000,000. 

The Balance Sheet value of our premises owned direct or through the Realty 
Company is, therefore, some $18,000,000. 

Q. I have in mind that no other bank has anything like a similar amount. 
to house the bank’s offices, and I was trying to find out if there was any partic- 
ular reason.—A. I should not have thought ours was very much out of line with 
the others. 

Q. Well, they say comparisons are sometimes invidious so we will not make 
a comparison, I will leave you to do that. But you know, Mr. Logan, the banks. 
are prohibited from owning real estate, and do you think it is proper policy for 
banks to put up office buildings?—A. That is, buildings just to rent. 

Q. Well, perhaps the major part of the building used for office purposes to 
rent.—A. The only case where we did it was the head office building, and in 
doing that we were thinking of the future. We thought Canada was going to 
be a wonderful country and we anticipated what we thought was going to 
materialize, and we still think it is well. 

Q. Could you explain or tell us just in a few words the connection between 
the Bank of Commerce and the Canada Life Assurance Company and the 
Dominion Realty Company, for instance?—A. Well, there is no connection at 
all between the Canada Life Assurance Company and the Dominion Realty 
Company or the Bank of Commerce. 

Q. Well, is it one reason that banks do seem to like this business of inter- 
locking directorates, so that they can hold the securities of each other?— 
A. Securities in what way? 

Q. For instance, I have just looked at the insurance report.—A. Bonds of 
the Dominion Realty may be held by the Canada Life Assurance Company, 
but that is only as an investment. 

Q. The Canada Life owns $2,000,000 of Dominion Realty Company.— 
A. They bought those bonds because they thought they were a first class invest- 
ment. 

Q. They hold 2,500 shares, I think, of Bank of Commerce stock?—-A. Yes. 

Q. I was wondering whether they make that a common practice of holding 
each others stocks?—A. You will find all the banks in Canada holding bank 
stocks. 

Q. And is there any particular connection between the Imperial Life and 
the Bank of Commerce?—A. No. Sir John Aird is on the board of directors, 
and so are J. P. Bickell, G. A. Morrow and Donat Raymond. We do not hold 
any shares in the Imperial Life. 

Q. I see they hold also Dominion Realty Company bonds and Bank of 
Commerce stock?—A. As an investment. 

Q. I was wondering if that was one reason why they seem to like to have ~ 
those interlocking directorates. I will not trouble you for the exact number of 
shares. Just another question then with regard to the number of directors. 
I suppose the more directors you have the more it costs the bank?—A. Yes, but 
the ordinary directors fees, I think, are $1,275 apiece, or something like that. 
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Q. So that the fact that you have thirty-four directors does not amount to 
a very great deal?—A. I mean to say, the ordinary director’s fee was $1,500 and 
it was cut by 15 per cent down to $1,275. 

Mr. Coore: Well, seeing it is 11 o’clock, Mr. Logan, I will not pursue the 
questions further. 
The CHAIRMAN: We will adjourn now till Tuesday at 11 o’clock. . 


The committee adjourned at 11 p.m. to resume on Tuesday, 24th April, 
atl amy 
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House or COMMONS, 
April 24, 1934. 


The Select Standing Committee on Banking and Commerce met at 11 a.m., 
Mr. R. B. Hanson in the Chair. 


The Caiman: Gentlemen, I think I see a quorum. The minister has 
some notices of motion that he desires to file. 


Hon. Mr. Ruoprs: I have four; three amendments to the Quebec Savings 
Act and one to Bill No. 18. 


The CHarrman: By appointment, we arranged to hear representatives of 
the Institutes of Chartered Accountants. They are here, and I suggest we hear 
their representations before we take up either routine or any other matter. 


Hon. Mr. Macxenzir: I thought it was understood that we were to discuss 
another matter this morning. 

The Cuatrman: I do not see the other members of the sub-committee here. 
Perhaps we had better allow the matter in which you are interested to stand. 


Hon. Mr. Mackenzir: I might be called out myself this morning. 


The Cuarrman: The matter will not be discussed in your absence, and I 
shall notify you when it is likely to be brought up. 

Lt.-Col. Gordon, president, Institute of Chartered Accountants of Ontario 
is here and wishes to be heard, and I think we had better hear him now. 


Lt.-Col. H. D. LockHarr Gorpown, called. 


The Wirness: Mr. Chairman and gentlemen, I wanted to speak to you about 
subsection (17) of section 55 of the Bill respecting Banks and Banking. 


The CHAIRMAN: Page 28 of the bill. 


The Witness: This section makes it an offence if the auditor of a bank does 
any work for the bank or if they are recommended by the bank. I shall read you 
the section: 

A person appointed under this section to audit the affairs of a bank 
shall not, during the term for which such person is appointed, either by 
himself or by the firm of which he is a member or by any other member 
of such firm, accept any retainer or undertake any employment on behalf 
of or at the instance of such bank or any officer thereof, whether at the 
expense of the bank or not, other than that of auditor hereunder; and 
failure to comply with the provisions of this subsection shall be an offence 
against this act. 


The Institutes of Chartered Accountants of Quebec and Ontario have been 
in existence for over fifty years and comprise over 1,000 members. These two 
societies were represented before the Banking Committee, in 1923, when the Bank 
Act was previously revised. The accountants then asked that subsection 17 of 
section 55 should be cancelled. Our Societies have again taken up the matter 
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and the Councils of these two Institutes have sent us to urge that the section 
should now be cancelled, or amended, on the following grounds:— 
1. The usefulness of a Bank auditor is very much curtailed by this section 
in that— 
(a) He is the most suitable and natural person to be called in by a 
bank to examine the affairs of a corporation or person wishing to borrow 
from it or who had borrowed money from it; 


(6) He is the most natural person to advise the bank in the case of a 
doubtful debtor; 


(c) As auditor of the bank he would be in a better position to value 
the loans of the bank and to arrive at its true position if he had knowledge 
of and had investigated some of the larger or doubtful accounts. 


2. No such section appears in the English Companies Act under which the 
banks are incorporated in England, or in any other Dominion or provincial act. 


3. Professional integrity and honesty— 


(a) The clause is a direct reflection on the integrity and honesty of 
the members of the profession; 

(b) Places the auditor of a bank in a very embarrassing position in 
that he may innocently accept an appointment not knowing that an 
officer of the bank had recommended or suggested his name and so run 
counter to the provisions of this section which says the auditor shall not 
accept any employment or retainer at the instance of the bank or any 
officer thereof. 


May I give you an example of how the section prevents the auditor of a 
bank being called in to help the bank—and therefore the shareholders and deposit- 
ors of the bank—and so is prevented from obtaining valuable information which 
would help him in arriving at the true position of the bank: 

“A”, a manufacturer or merchant, is a customer of the bank and as such is 
substantially indebted to it. He is not making any progress, in fact he has gone 
behind year after year. The bank becomes somewhat disturbed about the 
account and the manager asks “A” to call upon him to discuss the situation. 
After talking the matter over, the bank manager thinks that economies might 
be effected—certain non paying departments eliminated, and other matters 
affecting the management of the business looked into. He suggests to “A” that 
he had better see the bank’s auditor, “ B,” explain his troubles to him and ask 
him to make a report showing the true position of the business and make such 
recommendations as might have the result of turning the business from a losing 
proposition into a profitable one. Acting on the Bank Manager’s suggestion, 
“A” then consults “B” but “B”, knowing he cannot “undertake any employment 
on behalf of or at the instance of such bank or any officer thereof whether at the 
expense of the bank or not”? must decline to act, with the result that when he 
comes to audit the bank’s affairs he does not have that special knowledge of 
“A’s” account that he otherwise would have had, and therefore cannot decide 
whether a reserve should be set up against this debt or not—or if he does set up 
a reserve, the amount of such reserve He has also been debarred from working 
tone Avs 

It is a most unusual provisiun in an act, and one for which we have been 
unable to find any precedent and which, if allowed to remain on the statutes for 
another ten years, might be very readily copied into the Trust and Loan Com- 
panies Act, the Insurance Act, or even into the Companies Act, with very far 
reaching results. 

In the strict interpretation of the clause, an auditor might, through inad- 
vertence, accept employment which would render him guilty of an offence under 
the Act. 
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It is a direct reflection on the integrity and honesty of the profession. In 
this connection no suggestion has ever been made, nor has any auditor been 
accused, of being bribed or influenced by the management or directors. 

In the case of the banks that failed, the difficulty was not that the auditors 
aoe not honest but that they failed to detect the bad loans and to report on 
them. 

We quite appreciate that an auditor of a bank should not act for a customer 
of the bank where conflicting interests might arise, but after all chartered 
accountants are members of a profession which has a high ethical standard. 
They are educated men and it seems unreasonable to say to them that if they 
are auditors of a bank they cannot render other professional services to that 
bank which would have the result of helping the auditor to do his work as 
auditor of the bank through the knowledge which he thus obtained. 

For these reasons we would earnestly request this committee to cancel this 
subsection, or modify it in some way, so that the reflection on the honesty and 
integrity of the profession may be removed. 

The CuHairMAN: Gentlemen, have you any questions to ask Col. Gordon 
on this point? 

By Mr. Geary: 

Q. I should like to ask Col. Gordon whom those associations of Ontario and 
Quebec represent? Are the institutes representative of the whole profession?— 
A. Yes; the membership of the Ontario society is 612, and of the Quebec society, 
403. That makes a total of 1,015, or 62 per cent of the profession. Other 
institutes, ten years ago, joined us in this matter, but they are not so much 
interested, because there are no head offices of banks in the other provinces. 

Q. Your association is unanimous in this request?—A. The Council have 
instructed us to come before you. 

Q. Outside of Ontario and Quebec, have you other provincial societies 
similar to this?—-A. Each province has an association. As I said before, ten 
years ago they joined us in this application. They are not officially joining us 
to-day, because they are not interested to the same extent as we are, because 
there are no head offices of banks in those provinces. 

Q. Do you know they are in sympathy with your views?—A. I am sure 
they are. 


By Hon. Mr. Mackenzie (Vancouver Centre) : 

Q. When was this section inserted, in 1923?—A. Ten years ago, at the last 
revision of the Bank Act. 

Q. I wonder if any members of the 1923 Banking Committee can very 
quickly give us the reasons why this subsection was inserted? 

The CHairMAN: I think I can. I remember it very distinctly. It was put 
in the Act by Mr. Fielding, on the advice of Mr. George E. Edwards, who was 
an auditor, I understand, of high standing. He was employed to investigate the 
Merchants’ Bank. If you will look at the proceedings of the committee, in the 
blue book compiled in that year, at pages 94 and 95, you will see that it epitom- 
izes, in brief space, the arguments for and against; and, as I recollect, the under- 
lying reason was this, that the audit contemplated was a shareholders’ audit 
as distinct from the management audit. 

Q. Is that a fair statement of the Minister’s position at that time? 


The Witness: Yes. 
The CHAIRMAN: I am not trying to make any argument. 
By Mr. Jacobs: 

Q. May I ask Col. Gordon if this will always correct any abuses which 
had existed before that time?—A. Sir, you remember before the revision of the 
last Bank act, the Merchants Bank had just failed, and the Home Bank had 
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just failed. This amendment of 1923 contemplated a much stricter audit. Two 
auditors were appointed instead of one, and one of those two could stay as the 
auditor of the bank for quite’a number of years, but the other one had to revolve; 
a new man had to be appointed; so you have a very strong protection there. 
There was no question of one man being influenced, but the question of two men 
being influenced. And it is simply a question of whether a member in good 
standing in my profession can be influenced to do something wrong in connection 
with the bank by that bank. Auditors are appointed by the shareholders and it 
is in the interests of the shareholders that they should use their own men to look 
after their own money. The shareholders, under this section, are prevented from 
using their own auditor to look into their own doubtful accounts. 


By Hon. Mr. Rhodes: 


Q. I should like to ask Col. Gordon this question, premising it by stating it 
is assumed the standing of the auditor is of the highest, and his integrity is not 
in question at all. Assuming that this clause (17) is in the Bill to afford the 
fullest protection to shareholders, in having the right to select their own auditors, 
what does he say in answer to the suggestion that if those same auditors are 
employed by the bank, there may arise a conflict of interest which would be 
detrimental to the interest of the shareholders. 

Hon. Mr. Mackenzin: That is the whole point. 


The Witness: If I understand your question correctly, Mr. Rhodes, I think 
that an auditor, going in to audit accounts, is in the position to see the accounts 
are correct, if he is allowed to do the work by the bank; but he would be in a 
much better position if he was familiar with the account, and I do not think 
that the question of bribing or anything of that sort could enter into it. 

Q. I was not suggesting he could be bribed; I was just putting to you the 
question of a conflict of interest arising?—A. I think his interest is along the 
lines of getting the right statement. There might be a conflict of interest between 
the customer and the bank, and then I think he would not act. 


By Mr. McGibbon: 


Q. Is it not a fact that to-day large companies are purposely changing their 
auditors every year?—A. Very, very seldom. I have been an auditor for some 
companies for 35 years, 25 years, and 20 years; and I would be very shocked if 
they changed me and asked somebody else to do the work. 

Q. As a matter of fact, some companies are doing that?—A. I do not know 
any of my clients who have changed. 

Q. When we passed the Railway Act, a few weeks ago, we deliberately put 
into the act a clause to the effect that the auditors should be changed periodically. 
—A. I do not know that, sir. I know the auditors were appointed this year. 

Mr. Geary: There is a provision for change here. The bank auditors are 
changed. 


Mr. McGipson: There is no reflection on the auditors. 


The Witness: Bank auditors have to be changed under this act. Under 
this act bank auditors have to be changed every two years; one firm can go on 
for an indefinite period, but the other has to be changed every two years. 

Hon. Mr. Ruopes: I have been summoned to attend a meeting of Council, 
and I must leave. Some question has been raised as to the attitude of the 
department with respect to this section. May I say, in the first place, I do not 
subscribe to the view expressed by Col. Gordon that the integrity of the chartered 
accountants is called into question by this provision. That same attitude might 
be taken by the banks with respect to restrictive measures which are imposed 
upon them now; so I think we can dismiss that. The sole question is as to 
whether this section, as it presently appears in the Bank Act, effects the pur- 
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poses for which it was placed there, namely to provide as much protection as 
can be afforded by legislative means. As far as I am concerned, I have an open 
mind on the question. I do not know that it has created any hardship, during 
the past ten years, upon the accounting profession; but I certainly do not sub- 
scribe to the point of view that it has called into question their integrity. So 
far as the department is concerned, it is quite content to leave it to the judg- 
ment of the committee, as to whether public interest would be better served by 
retaining the section as it presently stands, or revising, or deleting it. 


By Mr. Spencer: 

Q. I should like to ask a question of Col. Gordon. If my memory serves 
me rightly, I believe the last bank charters were granted before the Home Bank 
failed, and the point I want to touch upon is whether the auditors of the Home 
Bank were members of your profession?—-A. No, sir; the auditor of the Home 
Bank was a bookkeeper really. 


By Mr. Stanley: 
Q. What is that?—A. He was a bookkeeper, not an accountant. 


Mr. Tompkins (Inspector General of Banks): The answer to the question 
is this, Mr. Chairman: The Home Bank failed in August and the provisions of 
this act with respect to auditing did not come into effect until October; and it 
was by reason of this fact it just simply could not continue. That was one of 
the main reasons at least. 

By Hon. Mr. Euler: 

Q. May I ask the witness whether his objection is based on the fact that 
this clause excludes the auditors from an additional source of employment, if you 
like, or is it because he regards it as a reflection upon their integrity? which of 
the two have you in mind, or have you both in mind?—A. Primarily I am 
here representing my society, because we think it is a reflection upon our honesty. 
Secondly, we think that it prevents an auditor having the opportunity to do the 
best work he should for the shareholders of the bank. 

Q. Would you elaborate upon that latter point?—A. If the auditors of a 
bank can be employed by the bank to look into those doubtful accounts, then 
they have a knowledge of those doubtful accounts; they know the amount of 
reserve that has to be put up for loans much more easily. 


By Mr. Coote: 
Q. Cannot the auditor do that if he wishes?—A. No; he cannot go outside 
the bank, you see. 
Q. Surely, if he is examining the bank from the standpoint of the safety 
of loans, he can examine into any loan he considers doubtful?—A. Not outside 
the bank. 


By Mr. MacMillan (Saskatoon): 

Q. Would that introduce much extra cost?—A. Yes; it is a very expensive 
thing to investigate a big concern. 

Q. That would be a continuous investigation?—A. No,—it might be. It 
would be only done in the case of a doubtful account. If the bank had a doubt- 
ful account of a million dollars, or something like that, they very frequently 
ask my firm and other firms to look into the business and see if it is being run 
correctly. 

Q. I suppose they have the odd one?—A. I have heard it said so. 


By Hon. Mr. Euler: 


Q. Would you say this clause really weakens your usefulness as an auditor 
of the bank?—A. Yes, no doubt about it. 
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By Mr. Geary: 

Q. As I understand it, if the bank is concerned about an account, the 
bank could not have its auditor look into that account?—A. That is the whole 
point, 

Q. Under this section?—A. Yes. 

The CuHarrMAN: It is expressly forbidden. 


The Wirness: If the auditor of a bank accepts that appointment, he is 
liable; he has committed an offence against this act. 


By Hon. Mr. Euler: 


Q. I think that is your strongest argument. I do not think it is a reflection 
on you at all, because we all know a man who manages a business has under 
his control a large quantity of valuable documents, and large sums of money, 
and the owner of the business puts him under bond as a business precaution, 
not because he thinks he is going to steal. It is no reflection at all. I think the 
committee might consider the other reason you gave. I think that is the only 
important feature of it?—A. Yes. 

The CHAIRMAN: There are other gentlemen here, and if you have no further 
questions to ask Col. Gordon, I shall call on them. 


By Mire Dus: 

Q. I should like to ask one question in order to get the record straight. I 
understood Col. Gordon to say the reason why the accountants in other prov- 
inces have not joined with him in his protest is that all the head offices of the 
banks were in the provinces of Quebec and Ontario, and that there was no 
society of accountants in the other provinces?—A. No; there are societies in each 
province. 

Q. Did I understand you to say the head offices of all the banks were in 
Ontario and Quebec?—A. Yes. 

Q. May I correct you by saying the head office of the Bank of Nova Scotia 
is in Halifax, Nova Scotia?—A. I apologize. 


By Mr. Spencer: 

Q. I should like to ask Col. Gordon if the auditors of the Merchants Bank 
were members of an Association of Accountants?—A. Yes, sir, they were. Of 
course, they were just one firm. The bank had only one firm. It was not a 
question of the auditor being influenced by the management. He simply did 
not find out these things, which he might have, if he had been employed by the 
bank to go into them. 


By the Chairman: 

Q. What has been the effect of the practice of establishing two auditors, 
each from an independent firm, to work together; how has it worked out as 
compared with the previous practice where one firm did all the work?—A. I 
should prefer it if you would ask Mr. Young that, because he has experience 


along that line with Price, Waterhouse and Company, who audit a number of. 
banks. 


Mr. Stanuey: Mr. Chairman, there is a little broader side to this question. 
I have always looked upon shareholders, probably directly, but certainly in- 
directly, as the men whom you might term the representatives of the depositors. 
They certainly have an interest themselves, but they have a broader interest, 
and stand as a very considerable protection to the depositors of the bank. Now, 
if we look upon that clause from the viewpoint of safety or protection first for 
the shareholders and then, wider still, for the depositors, there is a real reason 
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why every possible protection should be extended by legislative means. _There 
is no reflection on anyone. As a matter of legislation, when you are drafting the 
act I would think it would be a good procedure to include this section. 

The Wirness: Sir, I think my argument as to a knowledge of affairs of the 
bank to protect the shareholders is still more important, as far as depositors 
are concerned. If the auditor is barred from getting this extra information, he 
is not in a position to know all about the statement, and he might therefore not 
be able to protect the depositors to the fullest extent. 

Mr. MacMiian (Saskatoon): I suppose the depositor would determine first 
what account he sould audit; is that it? 

The CHatrMan: Not the depositor. 

Mr. MacMinuan (Saskatoon): I mean the auditor would determine. 

The Witness: If the change were made according to our representations, 
the management would determine as to what accounts of the bank should 
be audited on behalf of the shareholders. 

The CuHatrman: Do you not think it would be the management who would 
determine, in that case? 


Mr. McGrszon: What injustice has this section raised? 


The CuHairman: If you ask me, I think the first was this: that they think 
it was a reflection on their integrity. I am bound to say Parliament never 
thought that, nor did the minister of the day think it. 

Mr. McGisson: There is nothing in that. 


The CuatrMAN: But there is a great deal in the second objection, as I gather 
it from Col. Gordon, namely that they are in a better position to audit a cus- 
tomer’s account by reason of the fact that they are the bank’s auditors; That 
is their second point, as I understand it. 

Hon. Mr. Evutrer: Could we get an opinion from the Inspector General of 
Banks on this point? 

The CuHarrmMAN;: I think we could. I was going to suggest that we conclude 
our questioning of Col. Gordon and hear the other representatives, and then we 
can ask Mr. Tompkins to give us his opinion. I have an opinion here of another 
gentleman who is interested, and J am going to give it to you later. 

Mr. Jacoss: If you read this section, it may throw a little light on it. Some- 
times the reading of a thing gives us some information. 

A person appointed under this section to audit the affairs of a bank 
shall not, during the term for which such person is appointed, either by 
himself or by the firm of which he is a member, or by any other member 
of such firm, accept any retainer or undertake any employment on behalf 
of or at the instance of such bank or any officer thereof, whether at the 
expense of the bank or not, other than that of auditor hereunder, and 
failure to comply with the provisions of this subsection shall be an offense 
against this act. 


That is to say, he must be paid under this section to audit the affairs of the 
bank, and it does not apply to other auditors. The only person affected is the 
person to be named by the bank to audit its affairs. They want to have him in 
a position where he is entirely free from the influence of the bank, but there is 
nothing to prevent the bank from employing an auditor to look into the affairs 
of an individual customer. Is not that the law. 


The Cuatrman: I think you have practically stated it. 


Mr. Jacoss: I do not see that there is very much restriction on the auditor 
because he has to act in a judicial capacity; he must not be influenced by any 
person, and if he is employed as an auditor for the bank for a two year term, 
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for which he gets a very substantial retainer I understand, I do not think that 
he can complain on the financial score. Other auditors are not in the same com- 
fortable position that bank auditors are in, that is to say, they are not in the 
splendid position that the bank auditors are in through having an opportunity 
to earn an honest penny. 

The CHAtrMAN: I hope members of the committee have read fully section 
55. Subsection 1 provides who shall be qualified to audit. Subsection 2 provides 
that a list or lists shall be furnished to the minister, and also to the association, 
and then the minister may, in certains instances, select the auditors; that is sub- 
section 3; they are remunerated by the directors acting on the part of the share- 
holders; that is subsection 7; subsection 8 defines the powers and rights of 
auditors; subsection 9, procedure and scope of audit; subsection 10, duty with 
respect to directors; subsection 12, report of auditors; subsection 14, attached to 
annual statement; subsection 15 is the audit and report on further statements; 
subsection 15 is that the auditor’s report shall be attached to statement; and 
subsection 17 is a prohibitive section under this statute, and you will observe 
that that was put in there for the purpose that has been suggested, namely, 
that there may be an independent shareholders audit. 

Mr. Jacoss: Even an auditor cannot serve God and Mammon at the same 
time. 

Mr. MacMinuan (Saskatoon): Mr. Chairman, I asked who would determine 
as to what accounts the auditor might audit on behalf of the shareholders and 
you said the management. 

The CuHatrMAN: Well perhaps I misapprehended your question. What 
accounts do you refer to, customers accounts or the bank’s own accounts? 


Mr. MacMinian: Customers accounts. 

The CHatrMAN: I would think, if that were done, it would be the manage- 
ment, certainly not the shareholders. 

Mr. MacMrutan: How can that be any protection to the shareholders? 

The CHatrMAN: That is the point at issue. 

Mr. MacMituan: That is it exactly. 

Mr. Geary: I understand Colonel Gordon to say that he is not in a position 


of being a bank auditor but that Mr. Young is, I mean, that Clarkson, Gordon 
& Dilworth are not. 

The CHairMAN: They were in 1923. Mr. Clarkson gave his opinion on this 
section very freely then. 

Mr. Gary: Mr. Young is in a position of being a bank auditor and perhaps 
he could answer a good many questions. 

The CHatrMAN: I am informed by Colonel Gordon, that after Mr. Clark- 
son made his statement they gave up alll their bank audits, or at least when this 
section came into force. 

The Witness: We were auditors for banks before this section was passed, 
and as soon as it was passed we felt that we could not carry on and we 
resigned, because we do work for all the chartered banks and it was such a 
delicate position, and if under that Act we did do any more work we might find 
we were committing an offence. 


By the Chairman: 
Q. And it was as a matter of propriety that you resigned?—A. Yes. 


By Mr. Jacobs: 
Q. You can only act as auditors for one bank can you not?—A. No. 


Q. You can act for two banks?—A. Yes. 
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Q. I understood you could only act for one bank—A. Any auditor can act 
for the whole nine banks. 
Q. That is, one firm can act for all the banks as their auditors?—A. Yes. 


Mr. Jacoss: I did not know that. 


By Hon. Mr. Mackenzie (Vancouver Centre) : 
Q. Does that ever happen in practice may I ask?—A. No. 
Hon. Mr. Mackrnzimr: The banks are too wise for that. 


The CuairMaNn: Have you any more questions to ask Colonel Gordon? If 
you have no more questions to ask Colonel Gordon we will call on Mr. David 
Young, of Price, Waterhouse & Company. 


Witness retired. 


Davin Youna (President, Quebec Society of Chartered Accountants) , called. 


By the Chairman: 


Q. You might just state your qualifications, Mr. Young—A. I am here 
representing the society of chartered accountants in the Province of Quebec. 
The society in Ontario and ourselves have presented, through Colonel Gordon, 
this general expression of our views on subsection 17 of section 55, and I have 
nothing more to add to what Colonel Gordon has said, except perhaps to empha- 
size the thought that, in our minds, the effect of that subsection is, to a certain 
extent, to restrict the usefulness of the shareholders’ auditors. I do not recognize 
any conflict, as has been expressed here, between the duties of the shareholders’ 
auditors and any duties you may assume through being asked by the manage- 
ment to investigate the affairs of any customer’s account or any loan. His 
whole object is to act in the best interests of the shareholders, and I do not 
think there is any real conflict of duty. 


By Hon. Mr. Mackenzie (Vancouver Centre): 


Q. The real hardship that you are complaining of is the fact that under 
the Act the auditors appointed to act for the shareholders of the bank cannot 
act for or on behalf of the bank or an officer of the bank.—A. I do not recognize 
that as a hardship at all. I do not think it is a clause that should be in the Act. 
In other words, this clause imposes a restriction on the bank as to who they 
shall employ to investigate the affairs of the bank. The shareholders have 
already appointed their own auditors. 

Q. Are the banks objecting to this section?—A. I do not know. 

Q. I think the objection is coming from the auditors themselves, is it not? 
—A. At the moment, yes. 

Mr. Dopps: I might say that all the bankers objected at the last revision, 
but we are taking no action or stand now. I have not even consulted the other 
bankers who are here on this subject, although I am pretty sure what their 
opinion would be. 

Hon. Mr. Mackenzie: Would it be the same as that of the auditors, Mr. 
Dodds? 


Mr. Dopps: Yes, substantially. 


Hon. Mr. Mackenzie: Well, in my opinion, Mr. Chairman, that is a double 
reason why we should leave the subsection as it is. 

The CHatrMAN: Gentlemen, there is some very illuminating evidence, on 
this point, at pages 761 and 762 of the proceedings of 1923, which are available 
to members of the committee. The witness being interrogated at that time was 
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Mr. George Edwards, of Edwards, Morgan & Company, who had been called in 
by The Hon. Mr. Fielding to investigate the Merchants’ Bank, and Mr. Field- 
ing asked him this question: 


Q. The bank in each case meaning the management of the bank?— 
A. Meaning the management of the bank. It is indeed unfortunate if 
matters have already gone that far, that a bank auditor requires time to 
decide whether he can afford to continue as the auditor for the share- 
holders, but he should nevertheless be required to make that decision. It 
is at least regrettable that the general manager should feel the necessity 
for employing the shareholders’ auditor, when there are so many other 
first-rate public accountants available. 


The necessity ought never to arise for the bank auditor to investigate 
the affairs of the bank’s customer for any purpose connected with an 
audit of the bank’s affairs. The opinion of Mr. McLeod (that is Mr. H. 
C. McLeod, formerly general manager of the Bank of Nova Scotia, who 
was very keen on this outside audit) may again be quoted on this point. 
In reply to the question (page 141) :— 

Would they (the auditors) go to the firm whose paper is there 
and ascertain whether they are as solvent as they should be, and put 
that paper in such class as it ought to be? 


He said:— 
They would be going beyond their powers if they do that. I 
think that would be most injurious. They would act through the bank 
management. 


This is a very important and sound declaration respecting the duties 
of bank auditors. Their duty is to require evidence of this nature from 
the management. 


There is the point. It is a question of whether it would be bank management 
audit or a shareholders audit. 


Mr. Sranuey: What is the procedure in the banks? How often are these 
auditors called in to check these accounts and audit the work, is it an everyday 
procedure, or every week procedure in an ordinary good sized branch of the bank, 
or is it an unusual circumstance? I refer to the auditing of customers accounts. 


The Witness: As a matter of fact, since this section has come into the Act, 
vur firm has never been asked by the bank to make any investigation of a 
customer’s account. 


By Mr. McGibbon: 


Q. Does not the same firm do it?—-A. Oh yes; we happen to be the auditors 
of more than one bank. 


By Mr. Stanley: 


Q. What I would like to know is whether it is an occasional procedure, or 
is it going on every day in regard to the auditing of customers accounts? Has 
the section here reference to a special audit being made of a customer’s account? 
—A. A special audit of a customer’s account, which is referred to in this sub- 
section, will only arise when the occasion arises. 


Q. How often does the occasion arise?—A. It depends on various things; it 
depends on the state of business in the country; it depends on the state of this 
particular customer’s loans. A customer may go on dealing with a bank for 
years and years and the question of the soundness of his loan may never arise; 
it might arise at sometime. 
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_ Q. I was just wanting to know, as a matter of practice, how often has it 
arisen in the past?—A. I cannot tell that, because we have never received 
instructions from the bank. 


The CHAIRMAN: They act as bank auditors, therefore they are prevented. 


By Hon. Mr. Morand: 

Q. Who is to say when a customer’s account should be audited?—A. The 
shareholders’ auditor may make inquiry into the affairs of the bank when he 
thinks that the information he has received about a particular loan, or rather 
about the security behind that particular loan, is not sufficient for him to form 
an honest opinion as to the worth of that loan, and he may then go to the man- 
agement of the bank and say that he should have some further information 
regarding that loan. 

Q. So that if this was eliminated, then the one who would make the audit 
for the shareholders would also be the one who would judge when the account 
of a customer has to be audited?—A. Not necessarily. The bank management 
itself might want this work done. 

Q. But it still would be within his jurisdiction to report that?—A. The 
auditor’s duty. 

Q. It would be the auditor’s duty?—A. To inform the management that he 
had not received all the information regarding this loan that he required, there- 
fore, he required some further information from some source. The point is, that 
this same auditor acting for the shareholders, to my mind, should not be restricted 
from doing other work. His interest in having all the information that he should 
have is solely for the benefit of the shareholders, if for no other reason than to 
enable him to report more accurately and fully on the condition of that loan 
and, in effect, the investment of the shareholders’ money. 

Q. As far as the shareholders are concerned, he to-day has the right to 
demand of the management, or to suggest or recommend to the management 
that an audit be made of a customer’s account—A. I do not know that the 
shareholders’ auditor would go to the extent of telling the management of a 
bank what they should do of their own initiation. He might say that he required 
further information, and the answer would be obvious. 

Q. And the management, of course, is not in any way restricted by this Act 
in regard to the auditing of customers accounts—A. They are restricted from 
using the shareholders’ auditor. 

Q. But they are not restricted from using other auditors?—A. No, no, their 
only restriction is on the shareholders’ auditor. 


By Mr. Bothwell: 


Q. You are acting as auditor for a bank and you become suspicious about 
some customer’s account in that bank, have you any authority, as auditor for 
the bank, to go into that account?—A. Only in so far as the bank records are 
concerned. We have no authority to go outside of the bank to get that informa- 
tion. 

Q. What kind of report would you make on that to the shareholders, if you 
found an account of that kind, or would you make any report on it?—A. How 
do you mean? 

Q. That is, you have to make a report to the shareholders of your audit of 
the bank?—A. Yes. 

Q. Do you make any mention of an account about which you become sus- 
picious?—A. If the occasion is grave enough, yes. 

Q. That report would go to the shareholders?—A. If the occasion were grave 
enough, yes. 

Q. How grave would it have to be?—A. It would depend on the cireum- 
stances; it would depend on how closely it affected the real financial position of 
the bank. 
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Mr. Witson (of the Royal Bank): I think it is important to make a point, 
and that is, if an auditor goes to the bank management and says, “I am not 
satisfied with the condition of this account, I require further information”, the 
bank management must get that information, and must satisfy the auditor, 
otherwise the auditor refuses to pass the account. 


Hon. Mr. Mackenzie: But they use other means of doing it. 

Mr. Wixson: In getting that information, if it required the services of an 
auditor, I cannot use my own auditors, I must get some other one of the profes- 
sion. I would like to make that clear. The management immediately gets busy 
though. 

Mr. Hacxerr: And the auditor would not render a service; they have to do 
it gratuitously. 


The CuatrMan: No, he would be doing it on the bank’s instructions. 


By Mr. Jacobs: 


Q. At the end of two years I understand the auditor employed by the bank 
retires automatically and some other firm of auditors takes his place——A. The 
provision for the shareholders’ auditor is this, that the shareholders shall elect 
each year two auditors. These two auditors can be members of the same firm of 
accountants; these two auditors cannot act jointly for more than two years. 

Q. And at the end of that time what happens?—A. At the end of that time 
one of the two must retire. 

Q. And another one is appointed?—A. Yes, but who is still not a partner of 
either of the original two. 

Q. No, but there are always two, one keeping a check on the other? 
There are always two, representing two individual firms. 

Q. And is it not a fact that under the customary practice every bank has 
its own firm of auditors? The whole system of bank auditing is confined to 
one or two firms?—A. The auditors may be selected from the whole panel of 
auditors who are approved by the Finance Minister. As a matter of practice, 
the majority of the banks retain the auditing among a few. 

Q. Among a select few?—A. That is more or less natural, because these 
individuals have had the experience and the knowledge of the bank’s affairs in 
previous terms, and the banks get the benefit of that knowledge and experience, 
on reappointment. A new auditor coming in from the outside would not have 
that information or knowledge. 

Q. So that this year, we will say, you act for the Bank of Montreal, and the 
following year you act for the Royal Bank, and so on, but you cannot act con- 
tinuously for a bank.—A. One auditor may. The Act merely prescribes that 
one of the two auditors must change. The practice in the different banks varies 
with regard to that. In some banks, one auditor may remain there for years 
and only the second auditor retires after two years and another one comes in 
for a period of two years. 

Q. And the provision, therefore, is, that when an auditor is appointed by 
the bank he cannot be called in to advise in the other case—A. Mind you, 
each auditor is appointed annually. He is not appointed for two years, he is 
appointed for one year by the shareholders at their annual meeting. 

Q. But he operates for two years?—A. He may if he is reappointed by the 
shareholders. I mean, he is not ineligible. 

Q. And his term comes round again later?—A. If the shareholders still 
wish him. 


By Mr. Donnelly: 


Q. Is it the customary practice to keep one set of auditors continually? 
—A. The custom varies. Some banks have one man, in some instances one 
man has been the auditor for probably a number of years, and the second 
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auditor 1s on for two years; he retires and a third man comes in for two years; 
then he retires and the second man comes back again. In other cases the 
banks make their selection from three or four auditors, but only two of them 
are taken on as auditors. 

Q. All three or four are being changed from time to time?—A. In each 
case they comply fully with the terms of the Act, that the two auditors cannot 
act for longer than two years in succession. 


By Mr, Bothwell: 


Q. So that the Act would be complied with by having three firms of 
auditors acting always?—A. So long as the individuals do not act jointly for 
more than two years. 


By Mr. Geary: 


Q. There seems to be some question raised about the distribution of the 
work. Is there any feeling in your association in that regard?—A. As to what? 

Q. As to the work not being distributed, as to some not getting a share of 
the work?—A. I do not think so. 

Q. It has not been raised in the Quebec Association?—A. No. Every 
accountant does not want to assume these responsibilities. 


By Mr. McGibbon: 


Q. As a matter of fact, when a new firm of auditors comes in to audit 
they very often discover discrepancies that have not been discovered by the 
previous firm?—A. I cannot say that. 


Mr. McGiszson: Well, I have known of it. 
The CHAIRMAN: Are there any other questions? 


By Mr. Jacobs: 


Q. I would like to sum this up in a word: So that the banks can employ 
individuals from the entire panel except the shareholders’ auditor in this par- 
ticular instance?—-A. Under subsection 17, yes. 

Q. The full list is open to them except their own particular auditors?— 
A. The whole list of chartered accountants is open, not only the panel. 

Q. Is that a great hardship for the chartered accountants?—A. It is not 
a question of hardship to my mind. 

Q. It is a question of reflection on their integrity?—A. A restriction. 

Q. To-day you might be acting for the Bank of Montreal and not be called 
in, but you could be called in by the Royal Bank, and the Bank of Commerce, 
and so on—A. Quite possible. 

Q. So there is really no restriction?—A. In this way, I think, that the 
shareholders’ auditor is the one that has to be satisfied about the soundness 
of a particular account. He is the logical man to make that investigation for 
the customer does not have any other association of auditors, but he is restricted 
from doing so. 


By Mr. MacMillan (Saskatoon) : 


Q. As a matter of fact, the shareholders’ auditor is appointed by the 
management?—A. No, sir, appointed by the shareholders. 

Q. The proxies are sent to the bank president, and so on, and they vote 
them, is not that true?—A. The man who is appointed shareholders’ auditor is 
appointed by the shareholders in the presence of the shareholders. 
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Q. But the shareholders are scattered all over the country, and proxies 
are sent to the management and directors of the bank, as a rule. As a matter 
of practical business, is not that sop—A. No more than in any other business. 

Q. But is not that so, the shareholders do not all attend there?—A. It is 
a physical impossibility for all the shareholders of any bank to attend the 
annual meeting. 

The CHarRMAN: Your question is, that as a matter of theory, under the 
statute, the auditors are appointed by the shareholders, but in actual practice, 
are they not, in fact, appointed by the management who hold the proxies of 
the shareholders? That is the point Mr. MacMillan is making. 

Mr. MacMiuian: It could not be otherwise. 

The Wirness: That may be so. 

Mr. BorHwe.u: Under section 56 of the Act, I can see no objection to an 
auditor being employed by the management of the bank who audits a customer’s 
account that is causing some difficulty to the auditor because, under section 56 
the Inspector General of banks has the power under sub-section 8 and 9 to act 
on behalf of all creditors and shareholders of the bank. 

The CHamRMAN: That is, under the direction of the Inspector General. 

Mr. BotHwetu: Yes, it is a further safeguard to the shareholders. 

The Witness: That is so, yes. 


By Mr. Coote: 
Q. How many shareholders do you actually see at an annual meeting?—A. 
Personally I have not been to an annual meeting of a bank. I am not a share- 
holders’ auditor, but two of my partners are. 


By Mr. Gagnon: 

Q. I would like to ask if, in the opinion of the accountants of the Provinces 
of Quebec and Ontario the interests of the banks could be best served if the 
shareholders’ auditor was permitted to inquire into the accounts of the cus- 
tomers?—A. I think the interests of the shareholders would be better served 
if this section were removed. 

The CHAtRMAN: That is why they are here. Have you any more questions 
to ask Mr. Young? They have requested Mr. Mapp to be here. 


K. A. Mapp (Secretary, Ontario Society of Chartered Accountants), called. 


The Wirness: Mr. Chairman, there is nothing further that I can add to 
what has already been said by Colonel Gordon and Mr. Young except that I 
would like to file a resolution of the Ontario Institute regarding this matter. 


The CuHairmaNn: All right, it will now go into the record. 


Resolution passed at the meeting of the Council of the Institute of 
Chartered Accountants of Ontario, held on Friday, September 22nd, 1933. 

Whereas revision of the Bank Act by the Dominion Government is 
in contemplation; 

And whereas a royal commission appointed by the said government 
is receiving representations from Chambers of Commerce, Boards of 
Trade, Industrial Associations, Investment Bankers’ Association, Cana- 
dian Bankers’ Associations, Economists and others, on important ques- 
tions relating to banking in Canada; 

And whereas the members of our profession are concerned in the 
provisions of the Bank Act, particularly those relating to bank audits; 
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Be it resolved that in the opinion of this Council the provisions of 
sub-section 17 of section 55 of the present Bank Act, which reads as 
follows:— 

A person appointed under this section to audit the affairs of a. 
bank, shall not, during the term for which such a person is appointed, 
either by himself, or by the firm of which he is a member, or by any 
other member of such firm, accept any retainer or undertake any 
employment on behalf of or at the instance of such bank or any 
officer thereof, whether at the expense of the bank or not, other than 
that of auditor hereunder; and failure to comply with the provisions 
of this sub-section shall be an offence against this Act. 
are objectionable and appear to cast a reflection upan the integrity 

of the members in that it precludes members while acting as auditors 
of a bank from undertaking any other employment on behalf of or at 
the instance of such bank. 

Be it further resolved that a special committee of two, including the 
president, be appointed by the president and that such committee be 
authorized to make representations to the Finance Minister or to the 
Chairman of the Banking Commission, or to both of them, to the effect 
that when revision of the Bank Act is made, the above quoted sub- 
section be eliminated. 


The CuatrMan: I would like to ask the Inspector General to give us his 
views on the operation of this section, free and untrammelled, without any fear 


or favour. 


Mr. Tompkins: Mr. Chairman, I am bound to say that for some years I 
have been greatly impressed with the usefulness to a bank—and that means to 
the shareholders of the bank—of being able to employ its own auditors to look 
into accounts which are troublesome or which, for some other reason, require 
some special investigation. I think that is the whole point here myself. I do 
not think that the integrity of the professional accountant has been impugned 
in any way, but I do feel, from my own experience over a period of years, that 
it is beneficial, and that there is no objection to it from that point of view. 
I do not think I can add any more to that, Mr. Chairman. 

The CHatrRMAN: From the point of view of the banks? 

Mr. Tompkins: From the point of view of the banks in getting better 
information, and the auditors being able to get the information in order to 
estimate the value of the loan or particular asset that is involved. I think that 
is the whole point and, in that respect, I think Mr. Euler saw the point quite 
clearly in his observations a few moments ago. 

Mr. Jacozs: You heard the Minister of Finance say that he would not be 
in favour of having any change made in that section. 

The CuairMAN: He said he had an open mind. 

Mr. Tompkins: That is the very reason why I feel I can speak to you 
about it. 

The Cuatrman: I understood the Inspector General was independent of 
the Minister of Finance and that is why I asked him to give his opinion free 
and untrammelled. Have you anything further to say, Mr. Tompkins. 

Mr. Tompxins: I do not think so. I am quite prepared, of course, to 
answer any questions, but I do not think I can add anything further. 

Mr. Coore: Would you say that the shareholders’ auditors of the banks 
have been handicapped in any way in keeping accounts audited in a very 
thorough manner? 
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Mr. Tompkins: I think they would prefer to be in the position where they 
could look further into accounts. A great many accounts have required special 
investigation in the last few years, of course. 

Hon. Mr. Ever: You could see no harm? 

Mr. Tompkins: I could see no objection to eliminating the section. 

Mr. Irvine: Do you know of any case where there has been loss to the 
shareholders through the operation of this section? 

Mr. Tompxins: Loss to the shareholders? 

Mr. Irvine: Yes. 

Mr. McGisson: Has this section not been workable? 

Mr. Tompkins: I do not think it has been, for the reason that Colonel 
Gordon has expressed. I think that the auditors have been placed in a position 
of great difficulty sometimes in knowing just where to draw the line, and in 
knowing how near they come to violating the Act. I do not mean to suggest 
for a moment that they ever violated it, but sometimes a company might get 
into difficulties; they might approach that company, or they might approach 
the auditor who happened to be the auditor of the bank; it might be through 
some suggestion that the bank had made to the borrower, and it is very difficult 
to know where to draw the line. I think it is really beneficial to the share- 
holders to be able to have the shareholders’ auditor look into these accounts 
without any restriction, such as has been imposed by the section. 

Mr. Rosrnson: The shareholders’ auditor would not, necessarily, do the 
investigating? 

Mr. Tompxins: The bank would, I think, turn to its auditors, with whose 
capabilities they were familiar. 

Mr. JAcoss: They only operate for about a year at a time. 

Mr. Tompxins: That is very true, but at the same time they always have 
two men in whom they have confidence, two very competent men, because all 
the auditors at the present time certainly stand well from that point of view. 

Hon. Mr. Moranp: In your opinion, would it decrease or increase the 
expenditure in the matter of auditing? 

Mr. Tomexins: I do not think that expense would enter into it very par- 
ticularly. I have never given that phase of it any attention. 

The CuHarrMAN: This section was set up by the Hon. Mr. Fielding as 
additional protection to the shareholders and to the depositors of the bank. 
Would the elimination of this section weaken the underlying theory of Mr. 
Fielding’s position? 

Mr, Tomexins: Having regard again to the feature which I have em- 
phasized from the beginning, I believe, after weighing the whole thing, that 
there is no objection to its elimination. 

The CHarrman: It would not weaken the position at all. 

Mr. Tomexins: I do not think so. 

Hon. Mr. Mackenzir: It was put in by the committee in 1923 with Mr. 
Fielding not objecting to it. 

The Cuarirman: I am inclined to think that Mr. Fielding adopted this 
baby pretty thoroughly. 

Hon. Mr. Macxenzie: The committee passed it. 

The Cuairman: My recollection is that he did. 


Mr. Jacozps: I wonder, Mr. Chairman, why you did not pay this tribute 
to him while he was living. 
The CuHarrman: I always paid tribute to him. . 
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Mr. Tompxins: The Act as first introduced in 1923 did not I think have 
the subsection in it. It came in sometime after its introduction, I believe. 

Hon. Mr. Mackenzie: Who brought it in? 

Mr. Tompxins: I do not recall the circumstances. 

The CuHarrman: We shall have to look it up. 

Mr. Hacxert: It is referred to in sections 40 and 41 of the Macmillan 
report. 

; The Cuatmrman: That is a history of it, merely, is it not? 

Mr. Tompxins: It is simply an historical outline, Mr. Hackett, I think. 

The CHairRMAN: Section 39 has reference to the history of this section, that 
is all. The report makes no comment on the section. 

1 en Mr. Mackenzim: What was the expression of opinion of the committee 
in f 

The Cuarrman: I am not able to tell you myself, but I think Mr. Tompkins 
can tell you. 

Hon. Mr. Macxenzis: It is found on page 96. 

Mr. Tompxins: It is on pages 94, 95 and 96. There was a division of 
opinion. Mr. Edwards was very strongly in favour of the adoption of the 
section. Several bankers gave their opinion to the effect that it was useful 
to be able to employ the auditors in the way that is now proposed. 

Hon. Mr. Macxenzir: My point is amongst the members of the committee 
was there any objection to the insertion of the section?— 

Mr. Tompxtns: I have not all the committee’s proceedings. 

The Cuairman: I think Mr. Marler took the point of view— 

Hon. Mr. Mackenziz: He supported it. 

Mr. Dopps: According to my record, he handed in an amendment, and Mr. 
Fielding said that the amendment served the same purpose, that he was content 
and the amendment was declared carried. 

Mr. MacMiuuan: That is the sub-section we are considering now? 

Mr. Dopps: Yes. 

Mr. McGuszon: So far as my recollection goes, the committee unanimously 
adopted the amendment moved by Mr. Marler. As far as I am personally 
concerned, I am certainly opposed to changing it now. 

Hon. Mr. Euter: Would this be putting the matter correctly? Under the 
clause as it now stands, the shareholders’ auditor has not authority to audit 
customers’ accounts on instructions; is that right? 

Mr. Tompxins: He has no authority to audit the customers’ accounts on 
instructions of the bank or any officer or director of the bank. That is to say, 
an account which had become troublesome or otherwise unsatisfactory, and on 
which the bank desired to have a special investigation conducted. 

Hon. Mr. Euter: Is this correct; that that restriction from which share- 
holders’ auditors suffer, if I may put it that way, may be detrimental to the 
interests of the shareholders themselves? 

Mr. Tompxins: That is the way I see it. 

Hon. Mr. Ever: Would you elaborate that? 


Mr. Tompkins: It deprives or restricts him from having access to sufficient 
information to be able to estimate, as he otherwise could estimate, values. 


Hon. Mr. Ever: And therefore is prejudicial. 
Mr. Tomrxins: That is the way I see it. 


Hon. Mr. Evier: You can see no harm resulting in the removing of the 
restriction? : 
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Mr. Tompxins: I can see no harm. 

Hon. Mr. Evuer: If it would do some good I would be in favour of remov- 
ing it. 

Mr. Sranuey: I may not have this matter clear in my mind. As I under- 
stand it, the transactions referred to are extraordinary ones. They are not 
occurring in the transactions of every day business. It is only when something, 
we might say, “alarming” occurs in connection with some account. Before 
that happens, the auditors carry on in the regular way. Business has been going 
on, and all of a sudden something happens in connection with this account, 
and the shareholders’ auditor feels that it should have some extraordinary 
consideration and audit. The section says, under those conditions, another 
auditor shall be appointed who would come in and give an elaborate report on 
the account. 

It does seem to me that that is not going to interfere with the general 
transaction of the banks’ business. It is a special consideration; it is a special 
protection of the shareholders, and is only used for extraordinary cases. 


Mr. Durr: Are we dealing with section 55 now? 


The CHarirMAN: We are hearing the auditors, and this discussion arises 
out of the evidence. 


Mr. Durr: Are you dealing with it and considering whether it should 
be passed or not? 


The CuairMAn: There is no motion to pass it. 


Mr. Durr: I should like to say when the time arrives I am going to move 
that sub-section 17 of section 55 be struck out. It seems to me, with the 
little knowledge of business I have, that the shareholders’ auditor or the auditor 
of the company is the proper person to investigate everything in connection 
with the company. If he is a proper auditor and a man who is competent I 
am of the opinion he should investigate everything, whether it is a private 
account of the company or the general business of the company, private 
accounts of the customers, or general business of the customers. 

Mr. Tomrxins: Mr. Chairman, I do not want to labour any point at all, 
but in answer to Dr. Stanley, the very time that it is necessary to make frequent 
investigation is at the time of a business depression or when trouble appears, 
and it seems to me that is a time when the banks do benefit or the shareholders 
of the bank do benefit by having their own man actually go into the position 
of accounts of that kind, and use that information for the purpose of valuing 
the assets on the bank’s books. 

Mr. Srantey: It does not go so far as to prevent anything being done, 
if the shareholders’ auditors are convinced that an audit is required, and should 
be done forthwith. There is nothing to hinder that being done as elaborately 
and completely as a shareholders’ auditor may do it himself. Then, there is 
another thing that comes to my mind. In the past it has been some of those 
big accounts that have caused the disaster when two or three of the banks 
went under. That was the cause of the introduction of this particular section. 
It was put there as a preventative of that possibility occurring in the future. 

Mr. Tomrxins: It is quite possible to employ other auditors. 

The CHatrMAN: I am going to ask the banks to give us their views in 
a moment. 

Mr. Gacnon: May I ask you one question, Mr. Tompkins? Do you 
know any benefit the shareholders have been deprived of in the last ten years 
by reason of the sub-section being on the statute books? 

Mr. Tompxins: Well, that is a very difficult question to answer. It would 
mean a pretty complete survey, but I have seen evidence, in examining loans of 
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various banks that perhaps a greater value, shall I say, might have been placed 
by the bank upon the knowledge of the position of certain men by having 
an auditor with whom they were familiar, and with whose ability they were 
familiar, go into the position of such persons or companies. 

Mr. Coorz: Was it not because of Mr. Edwards’ experience in this inves- 
tigation of the affairs of the Merchants Bank that led him to suggest something 
of this kind. 

Mr. Tompkins: Quite true; but in the case of the Merchants Bank the 
provision for the two auditors and changing auditors did not exist. That was 
back in 1922. 

Mr. McGisson: At the time the Farmers’ Bank and the Home Bank failed, 
had this section been in the act, it would have been found useful? 

Mr. Tomrxins: Section 55, requiring the two auditors, would certainly 
have been useful, I think. 

Mr. Durr: Is it your view that the shareholders’ or the banks’ interests 
can be conserved by having their own auditor go into the customers’ accounts 
when they are auditing the banks’ business, as well as having a special auditor? 

Mr. Tompkins: I feel it would be beneficial. 

The CHatrMAN: That is his view. 

Mr. Tomrxins: That is my view. 

Mr. Durr: You mean the regular auditor could do the special work as 
well as an outside auditor? 

Mr. Tompxins: Yes. 

The CuHatrMAN: Now, IJ should like to get the bank’s point of view, and 
then I am going to give you Mr. Edwards’ point of view. 

Mr, Dopps: Our point of view is very largely this: We are loath to say 
anything at all, because of the attitude of suspicion that arises when we side 
with anybody. We have expressed a view, honestly believing that it is in the 
best interest of the country; but if we say something about it, the mere fact 
that we believe it and say it, is enough to damn it in the eyes of the public. 

Now, I would say that my own bank was deprived of the services of one 
of the firms of the highest standing in Canada, because that section was put 
there. They said, ‘‘we won’t do your bank’s business; we can make more money 
without your business. We just won’t carry on with you;” and therefore we 
lost their services. Is that in the best interests of the bank, the country, or 
anybody else? I say it is not. Then, secondly, when it comes to the case, as 
has been mentioned before, of one firm auditing the books, the bank’s auditor 
is not altogether satisfied and he cannot go in there and get the information. 
You have to bring in the third firm, and you have the publie talking about 
somebody’s business at a time when secrecy is of the utmost importance. I am 
inclined to think no matter how confidential matters are kept, information is 
bound to leak out. I am inclined to agree with a man who said, “this is 
confidential? I know it, your secretary knows it, and you know it. That is 
111 people.” I think these things are better kept to a few, in the interests of 
the bank, the customer, and the shareholder. Outside of the fact that we are 
deprived of the benefit of using those auditors, it does not make a bit of differ- 
ence to us. We are running the bank in much the same way. I think what 
you are trying to do, you are not doing. You are defeating your own object 
when you allow that section to stand. That is my view. 

The CHarrMAN: Mr. Wilson would you care to say anything on the section? 


pag ly WILSON : I should like to give you an illustration of how it works out 

in actual practice. It is not every day, of course, that a bank requires a 

special investigation into a customer’s affairs. It may happen once a month 
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or several times a year; but I have in mind a case that occurred to me several 
years ago. I asked a customer of mine for special information, information that 
was not disclosed by his ordinary statements. I prepared a long questionnaire 
and presented it to him, and he said, “Well, I will get the auditor busy on this 
right away,” and he incidentally mentioned his auditor. It happened that the 
auditor was one of our auditors, and I said, ‘Let us forget about it.” I said, 
“There is a section in the Bank Act which says that you will have to get a 
special auditor, because your auditor is our auditor.” I said, “We will have 
to get somebody outside, somebody who does not act as an auditor for the Royal 
bank.” The customer said, ‘‘No, I won’t do that; I will go into bankruptcy 
first. I cannot put an outside auditor in my office without allowing the staff 
to know there is something unusual going on.” He said, “You have to decide 
whether you want this information, or whether you want me to go into bank- 
ruptcy.” I said, “We do not want you to go into bankruptcy,” so we did not 
obtain the information. That is how it works out in practice. 

Mr. Hacxerr: Mr. Tompkins, at the time subsection 17 was enacted, was 
there any provision in the Bank Act for government inspection? 

Mr. Tompxins: No. 


Mr. Hacxerr: So that the whole safeguard resulting from government 
inspection did not exist at the time subsection 17 was enacted? 

Mr. Tompxins: That is quite true; the provision for government inspection 
was enacted in 1924. 


Mr. McGisson: Was not government inspection opposed by the banks 
previous to that? 


Mr, Tompkins: I think that is more or less true. 
Mr. McGrsson: But it was passed federally in 1923? 
Mr. Tompxins: No, it was passed in 1924. 


The CHarrMAN: Mr. Henwood, have you anything to say? Mr. Henwood 
is general manager of the Bank of Toronto. 


Mr. Henwoop (of the Bank of Toronto): We have not any difficulty with 
regard to the present clause because we happen to have the use of Clarkson, 
Gordon and Dilworth, our former auditors. When we want special information 
we can get it through them. But it seems to me that legislation by which the 
government said to the banks, “ we approve of certain auditors which you may 
employ for the audit of the bank,’ and your shareholders appoint these men who 
would undertake the audit of the bank as shareholders’ auditors, but when they 
feel that they should have further information with regard to certain accounts, 
the act says, we have authorized your appointment by the bank, but when you 
reach this point, we do not propose to allow you to go on and get this information, 
although you are working on behalf of the shareholders.” It seems to me it is a 
perfectly logical thing to permit the auditor to pursue his inquiry without put- 
ting the bank under the necessity of going out and getting other auditors. 

Mr. Durr: May I ask you a question, Mr. Henwood? I presume sir, you 
are either director or shareholder in other companies outside of the Bank of 
Toronto? 

Mr. Henwoon: Yes. 

Mr. Durr: My reason for asking that question is this: would you as a 
director or shareholder of any other company, outside of the bank, if a question 
came up for examination of the accounts of a customer of that company, employ 
the regular auditor of that company, or would you go outside and get new men? 


(Mr. M. W. Wilson] 
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Mr. Henwoop: I should be satisfied to employ the regular auditors of the 
company. With regard to Clarkson, Gordon and Dilworth, of course they were 
our auditors before this act came into effect, and they gave us up, and therefore 
they are eligible to be used by us if we want them. 

Mr. Spencer: I should like to ask Mr. Tompkins if in his duty he has any- 
thing at all to do in respect of individual accounts in the bank? 

My. Tompxins: Surely, a great deal to do with it. Perhaps we will go into 
that when we come to section 56. At that time I shall be very glad to go into it 
fully. I referred to it in the evidence given by me before the Macmillan com- 
mission, and I shall be very glad to answer any further questions later. 

The CuatrMan: For the information of the committee, I should like to 
state that Mr. Mackenzie is absolutely correct. This is not the original sub- 
section that was introduced in the bill in 1923, but as a result of the representa- 
tions made, a compromise was arrived at by the sub-committee of which Mr. 
Baxter was chairman. It has come to my mind, in reading the record. It might 
be said to be a compromise between the conflicting views on the same subject. 
If there are no other questions to ask any other witnesses, I should like to put 
on the record the statement which has come to the Department of Finance, 
unsolicited, from a gentleman who was really the father of this idea. That is 
Mr. Edwards. The letter is from Hdwards, Morgan and Company, Toronto, 
and is as follows: 

Dear Mr. Cuark:—I have been made aware recently that the council 
of the Institute of Chartered Accountants has deputed one of its mem- 
bers to make representations at Ottawa with the object of having sub- 
section 17 of section 55 of the Bank Act (R.S. 1927) repealed or modified 
when the Act comes up for revision at the present session of parliament. 
Inquiry discloses that this action by the council gained support on the 
ground that the section amounted to a reflection upon the integrity of 
Chartered Accountants generally; an appeal of the sort which, if no 
question of public policy or professional ethics appeared to intervene, 
might be expected to sweep the members of the council off their feet. 
This is apparently what has happened. 


If any such representations have been or should be made, it becomes 
the duty of someone to present for the consideration of the Minister 
certain facts which I believe to be relevant. JI am taking this duty 
upon myself, for the reason chiefly that it was upon my advice that the 
Banking and Commerce Committee adopted the subsection, which was 
then subsection 16 of section 56 of Bill 83 as printed following its first 
reading in 1923. As finally passed the original subsection 16 was divided 
into two which were numbered 15 and 16. In the Revised Statutes, 1927, 
these subsections are numbered 17 and 18, and 17 is the one respecting 
which it is intended to make representations. 


When Bill 83 was considered by the Banking and Commerce Com- 
mittee in 1923, Mr. Clarkson gave evidence respecting the audit clauses, 
and this particular subsection is taken up at page 725 of the printed 
proceedings. Later, I gave evidence which appears in the printed pro- 
ceedings at page 759. Neither Mr. Clarkson nor myself had any man- 
date to speak for the Chartered Accountants or any of them in particular. 
Each gave his personal views. It will be noted that the minister took 
high ground in supporting the subsection, but not I think, too high, in 
the public interest. I also took high ground as well from reasons of 
ethical professional conduct as from reasons of public policy. The views 
then expressed have equal force now. 

(Mr. H. B. Henwood] 


BANKING AND COMMERCE 629 


Conditions have, however, changed to some extent, notably in the 
fact that there are fewer but more powerful banks, fewer but more 
powerful general managers, and fewer but more powerful accounting 
firms receiving appointments as auditors of banks. If in the light of 
such concentrations subsection 17 should no longer be there to exercise 
a wholesale restraint, auditors nominally chosen by shareholders of 
industrial companies which borrow from the banks will be chosen by 
the general managers of the banks and the cost of auditing the banks 
will fall upon the banks’ customers, as Mr. Clarkson in his evidence 
before the Banking and Commerce Committee so frankly explained. 
The motion recently adopted by the council of the institute is open to 
these main objections:— 


It is ultra vires of either the council or the Institute. 

It was not intended for the advantage of the members generally. 
It has not the approval of the members. 

It aims to abolish restraints upon unethical professional practices. 


The subsection cannot be construed as derogatory to chartered 
accountants because the Bank Act does not mention chartered 
accountants. 


Cr we N 


I understand of course that the minister and the committee will be 
governed solely by considerations of public policy, yet it does seem to 
me that public policy is concerned to some extent with reactions of the 
nature I have tried, fairly I hope, to describe in this letter. 


The CuarrMaAN: I suggest, that having heard all this evidence we leave 
this to decide when we come to the question. 


Hon. Mr. Rautston: Might I make a suggestion: Evidently the object of 
this section, which perhaps was lost sight of, was to in some way or other 
to protect the shareholders from the management. The suggestion apparently 
was, that the management would insidiously influence the auditor appointed by 
the shareholders by giving him a job; that is the real suggestion. Now then, 
I do not think, for myself, that they went too far; that is to say, it is almost 
incidental, it seems to me, to the job, that the auditor should have an oppor- 
tunity of investigating a particular account and he does not do it unless some- 
body pays him for it; the bank feels they should not do it, therefore, the 
customer pays the bill at the instance of the management of the bank, at least 
that was the suggestion. Would not our difficulty be gotten over, and would 
not we meet any suggestion at this time when things are a bit stirred up if we 
simply insert in this section the words “with the consent of the Inspector 
General,” because after all I understand there are a very few cases and the 
Inspector General could easily be written to, and he would know whether or 
not it was an insiduous attempt to influence the firm of auditors. 

The Cuatrman: My attention has been called to Page 765 of the evidence of 
1923, when Mr. Ladner was examining Mr. Edwards, he was asked: 

Q. Do you base your opinion upon actual experience or observa- 
tion?—A. No, not at all. I base my views upon an underlying and 
fundamental principle that I think should govern all professional men. 
I think that the man who takes on a professional capacity for a client 
should not act for another in the same case, whose interests might be 
adverse or hostile, or whom he might have to criticize in the course of his 
duties. 


I think we ought to take the whole thing under consideration. 
[Mr. H. B. Henwood] 
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Mr. Hacxerr: Before we close, Mr. Chairman, as a matter of accuracy Mr. 
Edwards says the accountants are not referred to in the section. I think they 
are. 

The CuHatrMANn: Chartered accountants. 


Mr. Hacxerr: If you will read sub-section 1 of section 55 I think you will 
see that accountants are referred to. The section reads: 

The affairs of the bank shall be audited by two persons, residing 
in Canada, each one of whom shall be an accountant who has for at 
least six years preceding the date of his appointment, as hereinafter 
provided, practiced his profession in Canada, and who shall also be a 
member in good standing of an institute or association of accountants 
incorporated under the authority of the legislature of any Province of 
Canada. 


I think that that means a chartered accountant. 
The CuHarrMAN: Possibly you are right. 
Mr. Hackett: I do not think there is any possibility. 


Mr. Lawson: What about licentiates in accountancy who are authorized 
by statute in the Province of Ontario? 


The Cuarmrman: Before we close this hearing, I would like to point out 
that Colonel Gordon was good enough to hand in a suggested amendment which 
I think should go into the record, so that we may have their concrete views 
before us. It reads as follows: 

17. A person appointed under this section to audit the affairs of a 
bank shall not during the term for which such person is appointed avcept 
any retainer or undertake any employment on behalf of such bank other 
than that of auditor hereunder; provided nothing herein contained shall 
prevent such person from being retained or employed to enquire into 
or deal with any situation arising out of or connected with the financial 
position or affairs of any borrower from or customer of the bank or 
performing such other services with respect to such borrower or customer 
as the bank or the directors thereof may deem necessary or expedient 
for the protection or benefit of the bank. 


At this stage the Committee proceeded to consider the clauses of the 
Bill. 


AFTERNOON SESSION 
After consideration of clauses of the Bill. 


The Cuatrman: This really brings up a consideration of paragraph 3 of the 
motion proposed by Mr. Power on May 6. It would be just as well if we were 
to have a statement thereon from the Inspecter General of Banks, 


Mr. Tompxins: Mr. Chairman, in the first place I would like to submit 
that I think the order in council which has already been filed in the proceedings 
of the committee really sets forth the circumstances which brought about the 
passing of the order in council. I believe that is an answer to begin with, and I 
state that as a preliminary point. ; 


The CuatrMAn: Will you read the recital from the order in council. 
(Mr. C. S. Tompkins] ; 
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Mr. Tompxins: Yes. This is P.C. 2693, October 27, 1931 (See Appendix 
cc Ww i) a 

Whereas the Acting Minister of Finance reports that owing to the 
existing general depression, but more particularly the recent international 
monetary developments, quotations have been recorded in the security 
markets for many high-grade government securities which would not seem 
to be normal or reasonable quotations, or such as might serve as a proper 
indication of the intrinsic value thereof, having regard to the fact that the 
security behind these obligations has undergone no fundamental change; 

And whereas the chartered banks are required, under the provisions of 
the Bank Act, to show investment securities in their monthly and annual 
financial statements at not in excess of market values; And whereas repre- 
sentations have been made by the Inspector General of Banks that it is 
in the public interest that a reasonably stable basis of valuation be deter- 
mined for such high-grade securities; 

And whereas section 4 of chapter 58 of the Statutes of 1931 provides 
that His Excellency the Governor General in Council shall have full power 
to make all such orders and regulations as may be deemed necessary or 
desirable for, among other things, maintaining peace, order and good 
government throughout Canada; 

Therefore His Excellency the Governor General in Council is pleased 
—on the recommendation of the Acting Minister of Finance and under the 
authority of section 4 of chapter 58 of the Statutes or 1931 aforesaid, 
and of all other powers and authorities in that behalf—to order and it is 
hereby ordered as follows: — 

1. That for the purposes of the return provided under section 

112 of the Bank Act and Schedule “G” thereto, and the annual 

report as directed by section 33 of the same Act, the chartered banks 

of Canada shall, until this order is amended or rescinded, value the 
securities owned prior to the 31st day of August, 1931, at not more 
than the book value, or the current market prices thereof on the 

exchanges at the close of business on the 31st day of August, 1931, 

whichever may be the less, and the securities required since the 31st 

day of August, 1931, at not more than the cost price thereof. 
2. This Order shall come into force and effect on the 26th day of 

October, 1931, shall apply to the returns of the chartered banks as 

from September 30, 1931, and shall continue in full force and effect 

until the Ist day of March, 1932, unless sooner amended or rescinded 
by competent authority. 
Mr. Geary: That made it imperative? 
Mr. Tompxins: That made it imperative. Of course, the statement I have 
to make is a very brief and general one. 


Hon. Mr. Rauston: What is the expiry date? 


Mr. Tompxins: March 1, 1932:— 

Owing to the departure of Great Britain from the gold standard in 
in September, 1931, and to the unprecedented international monetary 
developments both before and after, security markets became demoralized 
with the result that market quotations for government and other securities 
of the highest grade reached levels which appeared altogether out of 
keeping with their intrinsic or reasonable value. Because of this and of 
the general uncertainty which then prevailed, it was deemed advisable 
to pass an Order in Council to relieve the banks from immediately writ- 
ing down such securities to the equivalent of market quotations. A 
further consideration which influenced the passing of this Order in Council 
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was the extent to which banks had taken up government issues from time 
to time, thereby contributing to their success, as well as the probable 
extent to which they might be called upon to subscribe to the then 
impending National Service Loan. It was felt that they could not in 
fairness be expected to take up large blocks of such securities and face 
the risk of providing fully (even if temporarily) for depreciation therein. 

The banks did not find it necessary to resort to the authority con- 
tained in the Order in Council to any important extent and while that 
Order was general in its terms, it was never the intention that it should 
apply (nor was it applied) in any sense to securities other than govern- 
ment or municipal issues (direct or guaranteed) of an entirely satisfactory 
class. While, therefore, it was passed as a precautionary measure in 
view of the conditions mentioned, it did not lead to any real departure 
from sound banking methods. Actually the banks were in a position 
at the end of their respective 1931 fiscal years to make reasonable allow- 
ance for depreciation in all of their investment securities, either out of 
profits or internal reserves. 

The authority contained in the Order in Council dated from Sep- 
tember 30, 1931, and expired on March 1, 1932. It was not renewed nor 
was any similar authority asked for or given thereafter. 


I do not think I need to go any further than that. Of course, it is almost 
superfluous to remark, that the securities have since risen to a point consider- 
ably beyond the values that were then considered reasonable values, so that 
this thing was something that was in existence for a matter of five months; 
looking back to which recalls a time of great uncertainty, and that is the whole 
story. 

Hon. Mr. Rauston: The ability to provide depreciation and provide for 
profits was based on the market value and not on the order in council. 

Mr. Tomrxins: Well, this is what I want to impress upon the committee, 
Colonel Ralston. That action was taken as a precautionary measure at a time 
of great uncertainty and when nobody knew what was coming next. I felt 
that it was advisable, and others felt the same way about it. And the mere 
fact that the government passed the order in council is surely evidence that 
they were of the same opinion. 

Hon. Mr. Rautston: My question was this, what occasioned the ability of 
the banks at the end of three fiscal years to write off depreciation and provide 
for profits as well? Was that ability based on the usual market value and not 
on the value, the additional value permitted under the order in council? 

Mr. Tompxtins: No, really on the market value. 

The CuarrMAN: Are there any other questions on that point, gentlemen? 

Mr. Spencer: Did any of the banks take advantage of this legislation? 


Mr. Tompxins: Well now, you are getting down to individual cases, Mr. 
Spencer. I think the banks should give that information themselves. 

Mr. Spencer: My idea was to find out whether it was necessary. 

Mr. Tompkins: I have said that the extent to which it was availed of was 
unimportant, and it was only for a very temporary period, and only in con- 
nection with government and municipal securities. Notwithstanding all that, 
at the end of those fiscal years the banks were able to take care of depreciation 
apart from the provisions of the order in council. 


Mr. Spencer: My point was, that if they had taken advantage of it it 
only shows the justification for the government passing an order in council. 
If they did not, then the government was very cautious. 


[Mr. C. S. Tompkins] 
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Hon. Mr. Ruopms: It was a panicky condition, nobody knew what was 
going to happen. 

Mr. Coors: Mr. Tompkins, could you tell us approximately the percentage 
of drop in the market value of government securities about that time? What 
was the greatest drop? 


Mr. Tompxins: I do not know that I can give you that information, Mr. 
Coote. 


Mr. Coors: Was it as much as ten per cent? 


Mr. Tompxins: For example, the 58’s and 59’s ran around 88; to-day they 
are somewhere around 104 and 105. 


Mr. Coore: Had they been at 100 before that? 


Mr. Tompxins: They had been higher than 88, then they went down, if 
I remember correctly, to a low point of 88. The Dominion Bureau of Statistics, 
in the proceedings of the Banking and Commerce committee last year, dealing 
with debts and interest rates, filed a table showing the yield on Dominion gov- 
ernment bonds since 1926, in connection with the principal refunding issues, and 
that showed that the interest yield in September of 1931 was 4:61 per cent; 
in October 4:97 which, of course, meant a drop in the price; in November it 
was 4:94; in December 5-15; in January of 1932, 5:37; in February, 1932, 
5:23; and from then on, with one or two slight exceptions, it tended to go 
down again. In February of this year it was 4°36. 

Mr. Coors: Mr. ‘Chairman, I think this is a very important point for the 
banking committee to consider. I understand the banks carry about $800,000,000 
worth of these securities, and if the value of some of these securities has dropped 
it has affected the standing of the banks, and personally I always have felt 
that we should have some better method of establishing the real value of these 
securities which banks hold to-day. I do not suppose the committee is at this 
tions in a rather difficult position by sompelling them always to show these 
securities, but I do feel myself that we are placing some of our financial institu- 
tions in a rather difficult position by compelling them to always show these 
at the market value, because we do not know at what time some occurrence 
may happen really to upset the market value and put it much below the real 
intrinsic value of the securities. 

Hon. Mr. Eunter: I understand you to say that the banks did not avail 
themselves of the privilege they had under the order in council. Does that 
mean then that they wrote down their securities in accordance with the reduced 
value? 

Mr. Tompkins: Or set up a reserve account, which is the same thing. 

Hon. Mr. Euter: Have you any idea as to the amount involved? 

Mr. Tomerxins: I would not like to quote figures. 

Mr. Coorr: May I ask the Inspector General of Banks, whether he cares 
to give us an opinion as to why Canadian banks are carrying public securities 
other than Canadian; might’they not be well advised to confine their invest- 
ments to Canadian securities? 

Mr. Tompkins: You must remember, of course, that there are British 
treasury bills and other British securities, and different kinds of securities of 
possibly a few other countries where the liabilities of the banks would be in 
the same sort of currency largely or entirely. 

Mr. Coore: ‘Then there are bonds, such as the bonds of pulp and paper 
companies, meat packing plants, and other corporations. 

Mr. Tomrxins: In connection with pulp and paper securities, there is a 
very erroneous impression as to the amount of such securities held by the 
various banks. 
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Mr. Coore: It would seem to me that it might be a very good thing for 
the banks to clear up any misunderstanding that might exist. 

Mr. Tompxtns: You will have the opportunity, Mr. Coote, of asking them. 
May I say this: I do not think, so far as the shareholders or the general public 
are concerned, that it would be well to publish that information because in the 
first place they would not be in a position to judge better the position of a 
given bank. For instance, important assets and loans are simply reported in 
total, and you obviously could not report your individual borrowers. And I 
furthermore think, that the publication by the banks of their holdings of certain 
securities might tend to influence public opinion unduly in favour of such 
securities as against others equally good. 

Mr. Coors: I would say that the banks should not carry in their port- 
folios the securities of some of the companies, securities that they advertise 
as being for sale in their bond departments. 

Mr. Tompxins: No, I think that is a correct thing to say. 

Mr. Coorr: And it would certainly be a guide to the public as to the 
care with which the institution was run, and the class of securities that they 
did carry. 

Mr. Dopps: It is pretty well specified in this Act. 

Mr. JAcogs: I just want to ask a question, Mr. Tompkins. Can you see 
the time, in the not very distant future, when practically the only creditors of the 
banks would be the governments—federal and provincial—of the Dominion of 
Canada? 

Mr. Tompxins: The only debtors you mean, do you not? 

Mr. JAcoss: That is to say, the government will own everything in the 
way of cash. 

Mr. Tompkins: You mean, the banks will have nothing but government 
securities? 

Mr. JAcops: Yes. 

Mr. Tompkins: I can hardly visualize that, Mr. Jacobs. 

Mr. JAcops: Can you tell us how much they hold of government—that is 
federal 

Mr. Tompxins: I have mentioned that already—Dominion and provincial 
governments, $635,000,000 at the end of February. 

Mr. Jacoss: As against how much for the rest of Canada? I want to get 
the proportion. 

Mr. Tomrxins: Do you want to get the total loans in Canada? 

eee Mr. Mackenzie: Government securities held by others outside the 
banks. 

Mr. Tompkins: I cannot give you information as to what the total would be. 

Mr. Jacoss: But you cannot visualize a situation where the government 
will practically own everything that the banks have. 

Mr. Tompxins: I do not believe I have reached that stage yet. 

The CHamRMAN: Gentlemen, if we are through with that we will revert 
now to Mr. Irvine’s amendment. 


The Committee then resumed consideration of Bill 18. 


(The Committee adjourned at 6 p.m., to meet on Thursday, April 26, 1934.) 
(Mr. C. S. Tompkins] 
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HousE or ComMMOoNS, 


April 26, 1934. 


The Select Standing Committee on Banking and Commerce, Mr. R. B. 
Hanson in the Chair. 


AFTERNOON SESSION 
(The committee has section 56 of Bill 18 under consideration.) 


The CuatrMAN: Colonel Geary has a question he wishes to ask Mr. 
Tompkins. 


Mr. Geary: My question is in connection with the discussion we had the 
other day about the valuation of securities under the order in council which was 
presented to the committee. It seems to have been the view of some persons 
that something was said which I do not think was said at all because certain 
press dispatches seemed to indicate that the banks had taken advantage of that 
order in council to revalue their securities to the extent of some $12,000,000. 
My recollection of the evidence is that it was nothing of the sort, and I would 
like to ask Mr. Tompkins if he, recalling that, can give a statement to the com- 
mittee about it? 


Mr. Tompxins: A totally incorrect assumption, if I may be permitted to 
term it such, has been drawn by the newspapers. At the afternoon sitting of 
the committee, on April 24th—it was not a matter of record in the committee 
proceedings at the time—an amount of $12,000,000 was suggested as a rough 
estimate of what might have been considered the spread between the low of 
market values for all bank securities, investment securities, and the values as 
prescribed by the order in council. Now, that is a totally different thing from 
the extent to which the banks may have used the authority of this order in 
council, and it was not suggested as applying in that way at all. The statement 
I made on that subject, therefore, stands; namely, that the banks did not find 
it necessary to resort to the authority contained in the order in council to any 
important extent, and while that order was general in its terms it was never the 
intention that it should apply, nor was it applied, in any sense to securities 
other than government or municipal issues (direct or guaranteed) of an entirely 
satisfactory class, and that actually the banks were in a position at the end 
of their respective 1931 fiscal years to make reasonable allowance for deprecia- 
tion in all of their investment securities either out of profits or internal reserves. 


Mr. Geary: That is my recollection. 


Mr. Tomrxins: I shall endeavour, without going into too great detail, and 
even though it may be something with which many members of the committee 
are familiar, to give you an idea of the inspections or audits to which banks 
are subject. I have no fully prepared statement to read, but will deal with 
the matter mainly from notes before me. To begin with, it is well known that 
no complete audit of a bank with a large number of branches could be made 
without a simultaneous check at one time of all branches. That is to say, on 
a given day there would require to be made a complete audit and inspection of 
every single branch. That, of course, is something that is physically impossible 
and is never done. The banks, first, have their system of internal inspection— 
what is usually called internal inspection. They have experienced officers who 
inspect their branches once a year, sometimes more frequently, and, as I say, 
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these officers are all experienced men, and they conduct a very thorough 
examination of all the affairs at the branch. They not only count the cash and 
verify securities, but they report upon borrowing accounts, go through them 
minutely with the manager of the branch, scrutinize routine and all of the other 
matters that usually appertain to bank inspection work. I have made enquiries 
from time to time as to the systems followed by the different banks, and I have 
found that these inspections are as efficient and effective as is humanly possible. 
We next come to the shareholders’ audit. 

The CuatrMAN: Before you leave that, may I ask: is there not in some 
banks a second inspection of loans solely? 


Mr. Tompkins: That very often happens. Some banks have a system of 
having a routine inspection first and a loan inspection later on, but it is all part 
of one comprehensive inspection. We next come to the shareholders’ audit. The 
provisions for shareholders’ audit were first introduced in the Bank Act in 1913. 
For some years it was necessary for banks— 


Mr. Dopps: That was 1913? 


Mr. Tompkins: Yes, 1913. For some years it was only necessary for banks 
to have one auditor. These auditors were selected, if I remember correctly, 
from a panel named or arranged for by the Canadian Bankers Association. 
In 1923, as a result of the Merchants’ Bank troubles, and as one of the improve- 
ments which usually accompanies the Bank Act decennial revisions, section 55 
was reconstructed in very important respects. As a matter of fact, one has 
but to read the section itself as it now stands in the Act to see the provisions for 
qualifications of auditors and the duties that they are required to perform. 
It is necessary that there be two auditors, and no two auditors can serve together 
for a period longer than two years. That has all been explained fully to the 
committee in former hearings. The present auditors are all men who are well 
versed in bank auditing. I have discussed with them at various times the 
scope of their audit and many other questions that are of mutual interest to 
them and myself. I have a list here, Mr. Chairman, of the present auditors. 
I do not know whether it is necessary to file it, but I brought it with me in 
case it should be necessary. 

The Cuamrman: Put it in anyway. (See Appendix “AB.”) 


Mr. Tomrxtns: In regard to the scope of their audit, I think I can deal 
with that best by reading to the committee a letter, without naming the auditor 
or bank, from one of the firms to me—one of the auditing firms to me, or rather 
from one of the individual auditors, because a firm cannot be an auditor— 
reporting upon the scope of their work in this particular institution. The 
letter, as I will read it, is as follows:— 


The CHAIRMAN: What is the date of it? 


Mr. Tompxins: It is several years ago, but the scope of this work has 
not changed in the intérim: 


Dear Mr. Tompxrns: I have your letter and I have pleasure in giv- 
ing you a résumé of the ground covered in our examination of the dif- 
ferent offices of the Blank Bank during the course of the year and at 
the end of the bank’s fiscal year. 


During the year the auditor’s joined with the bank’s own inspectors 
at the following offices: Montreal, Toronto, Winnipeg, Vancouver, New 
York and London, England. 

At these inspections, the auditors generally supplied sufficient staff 
to enable them to satisfy themselves that the cash and securities, as 
shown in the inspection reports, were correct. In New York, special 
attention was paid by the auditors to the verification of all securities, 
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particularly those held as collateral for Call Loans, and the valuation 
of the collateral. In the London, England office, the auditors supplied 
the whole staff for the inspection with the exception of one bank official 
who was sent from the head office to make the inspection. 

At the close of the bank’s financial year, the auditors verified the 
cash and stcurities and balance sheets at Montreal main office, and at 
another large branch in the same city, New York, and London, England. 
In New York office, at the close of the year, only the securities held for 
collateral were examined and the Call Loans were all confirmed by the 
borrowers and the securities valued to see that proper margins were held. 
In London, England, the same procedure was followed at the close of the 
year. 

In addition to the above, the auditor’s work was practically con- 
tinuous in the head office throughout the year. 

An assistant, fully experienced in banking practice and routine, spent 
his whole time in the bank reading inspection reports, correspondence and 
other records from which information might be gleaned regarding the pro- 
gress of the bank’s business, particularly their loans. Notes are made on 
all bank inspection reports, and these are gone over by the auditors per- 
sonally from time to time. The auditors also review, from time to time, 
the special statements of large loans which are submitted to the directors 
and keep in touch with the fluctuations in these loans. 

At the close of the year the auditors also go over, in detail, the 
branch manager’s reports on non-current and doubtful current loans and 
see that suitable appropriations are made for all bad and doubtful loans. 
In addition to the branch manager’s reports, the auditor has also before 
him the recommendations of the district superintendents, and notes on 
inspectors’ reports. 

The head office balance sheet is checked in detail, the following being 
the main items examined. All branch balance sheets are examined and 
checked into the head office records. The segregation of the cash balances 
are checked; the vouchers for closing entries, including transfers of 
branch profits or losses; the items in transfer, including branch parcels; 
securities owned by the bank verified and valuations checked. The 
branch clearings are seen to be balanced, and the analysis and segrega- 
tion of the branch clearings is checked. 

Finally the head office balance sheet is gone over and the composition 
of the various items reviewed. 

It might also be added that when any loans which are returned by 
branch managers as having become technically non-current and which 
it is thought might be submitted to the board of directors for their 
approval of such loans being carried as current, a memorandum of the 
position of the loan and the recommendation to be placed before the 
board is submitted to the auditors for their approval, before being passed 
on by the board. 

I think that letter will give a very good illustration of the scope of the work 
in at least one of the larger banks. 

Mr. Coore: Mr. Tompkins, you have referred to current and non-cur- 
rent loans. Would you tell us what decides whether a loan should be called 
current or non-current? 

Mr. Tomrxins: Section 113 of the Act defines a non-current loan. 

Mr. Coorr: Perhaps you will define it for us. 


Mr. Tompxins: Well, it is a pretty long section. I can read it to you if 
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i My Coote: It might help us to get along if you tell us rather than having 
it read. 

The CHamrMan: Page 33 of the Bill. 

Mr. Cootr: I think it is rather an important matter at a period such as 
we have been going through in the last three years. 

Mr. Power: It is in sub-section 5. 

The CHARMAN: At the foot of the page. 

Mr. Power: What do they mean by the words “ unassisted by the bank ” 
at the end of (a)? 

Mr. Tomrxins: Non-current loans are defined in sub-section 5 of section 
113 of the Bank Act, which reads as follows: 

(5). For the purposes of any return provided for or required under 
the last preceding section, or for the purposes of any statement or balance 
sheet prepared and issued by a bank, there shall not be included amongst 
“current loans” any loan in respect of which 

(a) the borrower has not for a period of two years preceding the 
date of such return, statement or balance sheet, paid the interest thereon 
at the rate agreed, in cash, unassisted by the bank. 

Mr. Coorr: There is a question right on that point. 

Mr. Tompkins: Major Power asks what is meant by “unassisted by the 
bank.” That means, that the bank did not grant him a further loan to enable 
him to pay his interest. 

Mr. Coorre: Could he make a separate loan? 

Mr. Tompxins: He might do that and he might give additional security. 
It might be a new transaction that would be justified on its own merits. He 
might pay interest by getting an additional loan against additional security. 

Mr. Power: But a man might carry a loan for several years provided 
he kept the interst paid up. 

Mr. Tompkins: And provided that his collateral is reasonably good from 
the point of view of ultimate recovery. 


By Mr. Geary: 

Q. If a man were to rest for two years, would he be able to get a second 
loan and use the proceeds to make the first loan good? Would that still be a 
non-current loan?—A. I do not think so. I think you can look at that from a 
different point of view. 

Mr. Coore: You would not interpret it in that way? 

Mr. Tompxins: No I do not think I would. 

(b) The bank has taken possession of the property or any part of 
the property covered by any security given by the borrower with the 
intention of realizing thereon, or has realized or taken any step or pro- 
ceeding for the purpose of realizing upon any security given by the 
borrower; 

Mr. Power: Just on (6), what if the bank has not taken possession of the 
property, but let us say the bondholders have. 

Mr. Witson: That is provided for later on. 

Mr. Power: I have an idea that there is in our province, at least, provision 
whereby bondholders who have not been getting their interest may take over 
and operate and administer any property. 

Mr. Hacxetr: That is under the Trust Deed. 
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Mr, Power: Yes, without necessarily putting the company in liquidation. 
Now, what happens there. 

Mr, Tompxins: That might become non-current, in my opinion. But are 
you suggesting that the trustee for the bondholders might go to the bank and 
receive accommodation to carry on the business? 

Mr. Power: Yes. The trustees simply step in and administer the property 
for the benefit of the bondholders, and presumably negotiate the loan and pay 
certain interest and so on, on the loan. 

The CHatrmMan: How could he do that except by the appointment of a 
receiver ? 

Mr. Power: I do not think he would get it. 

Mr. Hackxerr: Under many trust deeds, the trustee for the bondholders 
may take over without putting the company into bankruptcy. 

The CHatrMAN: A new loan would take precedence over the bondholders. 
He would have to go to court to get some authority. The only way banks 
would ever do it would be to appoint receivers. They are, under the trust deed, 
made receivers; they would have to get authority to borrow. 

Mr. Dopps: There is a section somewhere about loaning to a receiver. 

The CuartrMaNn: Oh yes, they are entitled to loan to a receiver, under a 
court order. 

Mr. Power: I do not think so, Mr, Chairman. 

The CuarrMan: I do not think any bank would loan you money without it. 

Mr. Jacozps: The trustee is in possession. 

The CHamrMAN: Yes, for certain purposes, including the carrying on of 
the business; but I am satisfied that no bank would loan a trustee money to 
carry on that business unless there was authority from the courts, and he would 
have to issue new documents to the bank which would secure them over and 
above the first mortgage bonds. 

Mr. Power: A trustee might just carry on the business of the former 
proprietor in the name of the trustee. 

Mr. Tompxins: There would be a cut-off, however, so to speak. 

Mr. Power: Would the loan still be frozen? He might go so far as to pay 
some of the interest on the loan. 

Mr. Tompxins: There might be a cut-off, nevertheless, if it is at all com- 
parable to cases I have seen. 


Mr. Dopps: Section 84:— 

The bank may lend money to a receiver, to a receiver and manager, 
to a liquidator appointed under any Winding-up Act, or to a custodian, 
interim receiver, or trustee under the Bankruptcy Act, provided such 
receiver, recelver and manager, liquidator, custodian, interim receiver or 
trustee, has been duly authorized or empowered to borrow, and, in respect 
of any money so lent, the bank may take security, with or without per- 
sonal liability, from such receiver, from the receiver and manager, 
liquidator, custodian, interim receiver or trustee to such an amount, and 
upon such property and assets, as may be directed or authorized by any 
court of competent jurisdiction. 


Mr. Power: That is only under authority; but what I am trying to get at 
is, whether there is any authority under the authority contained in the Trust 
Deed, or in the general legislation. 

The Cuarrman: Mr. Power, can you conceive of a case like that, of a trustee 
walking into possession for the company, if the company has money to carry on? 


The case has never arisen, as far as I know. 
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Mr. Power: If the company has money to carry on? 

The CuainMaAn: Yes, if the company has money to carry on and pay the 
interest, because it would be the company’s money that the trustee would pay 
in the case you contemplate. The trustee would never put up his own money, 
of course. 

Mr. Power: No, no. 

The CuHatrmMan: And the only thing the trustee would do would be to go 
to a court of competent jurisdiction and get authority to borrow on the receiver’s 
certificate, and that would be a fresh loan by the bank, and under the law it 
would take precedence over all of the property. 

Mr. Power: Well now, the Inspector General says that the old loan to 
the bank would be cut off. 

Mr. Tomrxins: That is the practice that would apply. 

Mr. Power: Then the interest would continue to accumulate just the same. 

Mr. Tompxins: It might very easily. The bank might of course have per- 
fectly adequate security to ensure ultimate recovery of both interest and 
principal. And a trustee might conceivably so conduct operations as eventually 
to liquidate the old loan with the bank, 

Mr. Coore: In that case, it could be carried as a permanent loan if the 
interest was being paid. 

Mr. Tompkins: Yes, and if the security is adequate. 

Mr. Grary: Then come to (d). 

Mr. Power: This is a case where there has been no abandonment. 

Mr. Tompxins: Clause (c):— 

(c) the bank has commenced an action at law to recover from the 
borrower the amount of the loan or any part thereof; 

(d) the borrower has made an abandonment of his estate for the 
benefit of his creditors or any of them. 

Mr. Geary: Now, Mr. Tompkins, I would like to know what that means? 
I do not know of any such procedure in our courts. You may.make an assign- 
ment for the benefit of your creditors. 


Mr. Tompxins: Might it not be that? 

Mr. Geary: What does “abandonment” mean? 

The CHarrMAN: I think it must mean an assignment. 

Mr. Geary: Well, it should be interpreted, Mr. Chairman, because I do not 
think there is any such provision known as that, not in our courts. 

The CHAIRMAN: You object to the word “abandonment”? 

Mr. Geary: I should like to have it made more specific, that is all. 

The CHarrRMAN: I think myself the word “assignment” is better. 

Mr. Doovps: Is that Quebec law? 

Mr. Geary: I do not know. Have you got a provision known as “abandon- 
ment”, Mr. Power? 

Mr. Jacoss: We use that instead of “assignment’’. 

Mr. Hackett: It differs from bankruptcy in that you never get a discharge. 

The CuairMAN: There is a real distinction then. 

Mr. Hacxerr: Abandonment of property is a term that you find in the 
Code of Civil Procedure. 

Mr. Tompkins: Clause (e) reads:— 

(e) there is other cause, sufficient in the opinion of the manager of 

* the branch of the bank where such loan is domiciled, or in the opinion of 
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any director or officer of the bank who prepares, signs, approves or con- 
curs in such return, statement or balance sheet, for deeming such loan not 
to be a current loan. 


That is the omnibus clause. That obviously covers loans which, for reasons 
other than are specified in the preceding clauses, are possibly doubtful loans. 

Mr. Coorg: Well then, would you deal with (6) immediately following; it 
seems to me that is rather important. 


Mr. Tompxins: I forgot that myself, Mr. Coote. I got to the end of the 
clauses on this page and I thought I had finished. This is subsection 6:— 


(6) Any loan falling within the last preceding subsection may be 
included amongst current loans if the directors declare that after due 
inquiry they have approved such loan as a current loan. 


The position there is this: A loan may be non-current under one or more of 
these preceding clauses, and yet there may be security of an absolutely unques- 
tioned character to make its ultimate recovery, with or without interest, assured, 
and this is to enable the directors to deal with it in an appropriate manner. 

Mr. Coote: I just want to ask, whether it is one of your duties, and would 
you, in fact, examine into the non-current and current loans, with a view to seeing 
that these sections are being lived up to? 

Mr. Tompkins: Precisely. You will understand, of course, that I do not 
make a check of the smaller loans, and all that sort of thing, but by and large, 
the big loans are all gone over and a proper survey is made. 

Mr. Coorr: Yes. I was going to ask you whether your work was not largely 
with the larger loans that are made with the banks? 

Mr. Tompxins: I am coming to that later, Mr. Coote, in a general state- 
ment which I will give you. 

The CHAIRMAN: Are we finished with this non-current business? 

Mr. Coors: I just asked that question, because I thought Mr. Tompkins 
was through with his statement. 

Mr. Tompxins: The only thing further I have to say with respect to share- 
holders’ auditors is, that I am entitled, under section 56 of the Act, to require 
their assistance, and information from them, and do discuss with them matters 
of importance concerning each bank’s affairs from time to time. In other words, 
we collaborate on anything that requires our combined judgment. 

The CHarirman: Not at arms length, I hope? 

Mr. Tompxins: Not always. 


Mr. Coote: And that is where I would say your work is connected, prin- 
cipally with the large loans of the banks. Would you care to say what you call 
a large loan? 


Mr. Tompxins: Yes, I am quite prepared. I have a statement here of the 
main evidence given by me before the Macmillan Commission. Of course, it is 
all a matter of record in the commission’s evidence on file. I made copies, in 
order that it could be filed, or read to the committee. It covers the whole situ- 
ation comprehensively so that probably it would obviate a good many questions, 
and I could read it. 

The CHairMAN: We can put that in the record as part of your evidence. 


Main evidence given at Ottawa by C. E. S. Tompkins, Inspector- 
General of Banks, before the Royal Commission on Banking and Cur- 
rency, August 9, 1933. 

Prior to 1924 there was no provision for government inspection of 
banks, reliance being placed upon the monthly returns submitted by the 
banks, plus the annual examinations conducted by the shareholders’ 
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auditors. The powers and duties of these auditors were enlarged in the 
regular revision of the Act in 1923 and requirements as to monthly re- 
turns made more stringent, but before these changes came into effective 
operation the failure of the Home Bank of Canada, followed by an 
investigation into such failure by a Royal Commission, led to a renewal 
of previous agitation for government inspection and eventually to the 
enactment of the present section 56 of the Bank Act, providing for the 
office of Inspector General of Banks (an officer of the Department of 
Finance) which received Royal Assent on July 19th of that year. The 
appointment of the present incumbent was made by order in council of 
October 31, 1924, effective as from November Ist. Sub-section 8 of sec- 
tion 56 reads as follows:— 


8. The inspector, from time to time, but not less frequently than 
once in each calendar year, shall make or cause to be made, such 
examination and inquiry into the affairs or business of each bank as 
he may deem to be necessary or expedient and for such purposes take 
charge on the premises of the assets of the bank or any portion there- 
of, if the need should arise, for the purpose of satisfying himself that 
the provisions of this Act having reference to the safety of the creditors 
and shareholders of each such bank are being duly observed and that 
the bank is in a sound financial condition, and that at the conclusion 
of each such examination and inquiry shall report thereon to the 
minister, 

In the beginning the question naturally arose as to the procedure that 
should be followed in conducting these examinations. There appeared to 
be no object in creating an elaborate organization and duplicating un- 
necessarily detailed work already performed by the shareholders’ audi- 
tors and the banks’ own inspectors, provided that work seemed upon 
inquiry to be efficiently performed, but rather that there should be con- 
centration upon the more vital features of each bank’s operations, which 
would obviously take into account as matters of prime importance the 
larger individual loaning risks, the position of investment securities and 
other assets of a substantial character and the general conditions and 
systems prevailing at the head offices of the respective banks. In prac- 
tice, therefore, examinations have been confined to the records at the 
head offices and particular attention has been directed to the quality of all 
loaning risks in excess of one per cent of the paid up capital of a bank, 
although the position of many accounts under this limit is often inquired 
into. It should, moreover, be stated that the shareholders’ auditors in the 
course of their duties carry an examination into the condition of all loans 
down to a much more moderate figure. For the purpose of the examina- 
tions under section 56 the complete head office files are at all times avail- 
able to the Inspector, including financial statements and other information 
concerning the various borrowers, and correspondence between the head 
office, district supervisors and branch managers, together with reports of 
the bank’s own inspectors who conduct detailed inspections of all branches 
at least once annually. The condition of individual accounts is discussed 
where necessary with executive officers of the bank and also, if the 
occasion requires, with the shareholders’ auditors as well. The examina- 
tion, as already indicated, also extends to the banks’ investments in 
OV ernment, municipal and other bonds and stocks and to the position of 
real estate, mortgages and other assets of importance. 

It should be pointed out that examinations under section 56 of the 
Bank Act have never yet been extended to include a physical or detailed 


-check of cash, bank balances, or securities on hand. This is done to the 


extent required by the Act by the shareholders’ auditors, who are all 
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accountants of wide experience and ability, whereas the banks’ internal 
inspections, to which reference has already been made, cover a thorough 
verification of assets and liabilities at all branches at least once a year. 


The Act provides that the Inspector “shall be entitled to require 
and receive from” not only the directors and officers of the bank, but 
from the shareholders’ auditors as well, “ such information and explana- 
tion as he may deem necessary for the performance of his duties.” As 
a result of this authority and particularly because of conditions in recent 
years, there has been collaboration with the auditors of the various banks 
concerning the more important matters which come under review. Due 
cognizance is naturally taken of the trend of earnings and of the suffi- 
ciency of provision for bad and doubtful loans and other assets. In 
addition to the regular annual examination it is the practice to keep 
informed regarding important developments occurring in the interim. 


All bank returns sent to the Minister of Finance as required by the 
Bank Act, come before the Inspector for perusal, and if an examination 
of the monthly statement reveals fluctuations of importance in any 
particular items, explanations are required from the bank or banks con- 
cerned. These returns are also watched for the percentage of cash hold- 
ings and general liquidity from month to month. Statements of advances 
under the Finance Act are available from day to day and the trend of 
these advances is closely followed, any exceptional borrowings or fluc- 
tuations being a matter of discussion with individual banks whenever 
necessary. 


The statute provides that all salaries, remuneration and other 
expenses incidental to giving effect to section 56 shall be paid out of the 
Consolidated Revenue Fund under appropriation therefor by parliament, 
and that the Consolidated Revenue Fund shall be recouped after the end 
of each calendar year for such outlay by an assessment upon the banks 
based upon their average total assets respectively during the year, as 
shown by the monthly returns. 


Mr. Geary: Do you check the amount of bank notes issued, is that your 
function too? 


Mr. Tomrxins: Do you mean the bank’s own notes? 
Mr. Geary: Yes, how many are in circulation? 


Mr. Tompkins: I take cognizance of those, but the real authority for the 
supervision of those notes is to be found in section 124 of the Bank Act. Sec- 
tion 124 of the Bank Act gives the Canadian Bankers’ Association authority over 
all matters pertaining to the supervision of the making of the notes of the banks 
which are intended for circulation, and their disposition, destruction, etc.; but 
that does not mean that that does not receive attention by me as well. 


The Cuairman: That does not cover the amount of the issue of the notes. 
What he is asking for is, what check is there on the banks to show whether 
they are having more circulation outstanding than the law gives them the right 
to have; what checks is there on that? 

Mr. Tompxins: Mr. Ross can explain that to you quite fully. 

The Cuairman: Would you, Mr. Ross, just in a word? 


Mr. Ross (Secretary, Canadian Bankers’ Association): Mr. Chairman, as 
every bank is responsible for the notes issued by the other banks. to a lEmted 
extent, under the section referred to, a report is made by the Bank Note Com- 
panies to the Association of the notes they deliver to the bank. A record is 
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sent to us and sent to the bank. That is entered in our books. Then when 
the bank does destroy notes, under the By-laws covering the matter, three 
directors appointed under the By-laws certify to us the amount of notes 
destroyed, so that we have a balance sheet running all the time in our books. 
We have to go back forty years to the beginning of it. An inspection takes 
place by the Association each year of the circulation accounts of the bank, and 
in the returns from branch offices, all the branches of the bank, there is an item 
of notes outstanding. These are all added together, and that with the notes in 
the possession of the bank, or kept at head office, all certified by auditors of the 
bank, is the best evidence available. That is deducted from the notes the bank 
has received, and gives the balance of the notes outstanding. 

Mr. Geary: But suppose there were two or three thousand dollars of brand 
new bills that it has not issued? 


Mr. Ross: That is included. 


The CuHarrMaAn: Gentlemen, we will adjourn, shall we say until ten o’clock 
on Tuesday? 


Mr. Jacogps: No session to-night? 
The Cuarrman: No. 


The Committee adjourned at 6 p.m. to meet again Tuesday, May 1, at 10 
o’clock a.m. 
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House or Commons, 


May 1, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 am., 
Mr. R. B. Hanson in the Chair. 


The CuatrMAN: Mr. G. G. McGeer, K.C., of Vancouver has journeyed 
across the continent to present to this committee and the country certain 
views which he holds. Mr. MecGeer has not been invited to attend before this 
committee, but, being in Ottawa, he would like to be heard, and I would ask 
the committee if it desires to hear Mr. McGeer at this time. (Agreed.) 

I should like to say this to Mr. McGeer: This committee has two very 
definite duties to perform; namely, the consideration of Bills 18 and 19. There 
has been no other order of reference to this committee, and anything that we 
touch on outside those references would be foreign to our inquiry. There will 
be no attempt made to limit Mr. McGeer in any way, but I would ask him 
to consider the task that we have before us, and to be as considerate as 
possible. 


Mr. Dodds has a statement he would like to hand in. 

Mr. Dopps: Mr. Coote, at page 576 of the Minutes of Evidence, asked 
this question: ‘‘ How many banks have been closed in Canada in the last three 
years would you think—that is branch banks, branch offices?” I have a state- 
ment which I shall hand to the secretary to be filed. (See Appendix “A C”.) 


Mr. G. G. McGrer, K.C., M.L.A., called. 


Mr. Minister, Mr. Chairman and members of the committee, I appreciate 
what your chairman has said with reference to the nature of your inquiry. I 
appreciate the necessity of dealing with the problems of to-day in a practical 
way, having in mind the definite limitations that are, in the nature of things, 
imposed upon parliamentary committees. I should like to say at the outset, 
Mr. Chairman, that 1 come before the committee as a public man and as a 
politician; and I approach this subject more from the point of view of one who, 
in public life, has tried to solve some of the difficult and perplexing problems 
that confront all governments in finding the means of financing those demands 
which are now being made upon all forms of government by the public at large. 
The necessity for changing our attitude on what might be considered long 
established practices of financing government and of managing our financial 
system in general, was recognized by the Macmillan committee which investi- 
gated the very problem that is before this committee now, that of finance and 
general economy. 

Hon. Mr. Mackenzie: The English committee? 

The Witness: The English committee; and I would like for a moment, in 
opening, to refer to their recognition of the necessity of changing our attitude 
and our outlook. After dealing with the impossibility of continuing the era 
of laissez-faire, the committee says, at page 4, a portion of section 8:— 

The most distinctive indication of the change of outlook of the gov- 
ernment of this country in recent times has been its growing preoccupa- 
tion, irrespective of party, with the management of the life of the people. 
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A study of the Statute Book will show how profoundly the conception of 
the function of government has altered. Parliament finds itself increas- 
ingly engaged in legislation which has for its conscious aim the regulation 
of the day to day affairs of the community and now intervenes in matters 
formerly thought to be entirely outside its scope. This new orientation 
has its dangers as well as its merits. Between liberty and government 
there is an age-long conflict. It is of vital importance that the new policy, 
while truly promoting liberty by securing better conditions of life for 
the people of this country, should not, in its zeal for interference, deprive 
them of their initiative and independence which are the nation’s most 
valuable assets. 

The lesson of all this for our present purpose is that in the case of 
our financial, as in the case of our political and social, institutions we may 
well have reached the stage when an era of conscious and deliberate 
management must succeed the era of undirected natural evolution. There 
are, as we shall see, already signs that the necessity for such a change of 
outlook is coming to be realized. The foundations of our financial system 
are being re-examined. Dogmas hitherto regarded as canonical are being 
questioned. The feeling is growing that our former easy-going ways will 
no Pane insure our prosperity in a crowded and increasingly competitive 
world. 


Now, I want to deal to-day with the foundations of Canada’s financial 
structure, and I do not propose to go further than to deal with the adminis- 
tration of public credit and public finance. In what I have to lay before 
you, I do not propose or suggest that we should interfere with the business 
of merchant banking. There is no reason, in our system, why the business 
of merchant banking should not be carried on in much the same way that 
it is carried on now, serving private interests, but when it comes to allowing 
the private merchant banker to take charge of and administer the 
public credit as a private profit-making monopoly, then that is something 
that all public men have a right to concern themselves about, under the 
system that we are now operating, we are actually farming out the public 
credit of the nation to a group of individuals who are administering it with 
two objectives in mind; first the private interest of the private monopoly 
and second, the maintenance of the consumer’s buying power and the 
sustenance of the ability of the taxpayer to pay, this unfortunately has been 
allowed to come off a very bad second. So badly has that second run, that 
we now find from one end of the dominion to the other, municipal, pro- 
vincial and national bankruptcy is everywhere apparent, and the social 
system is completely disrupted, a disastrous decline in the volume of business, 
forces all to consider not only what can be done, but what must be done if 
we are going to sustain any decent standard of living. 

Now, I published some views which I hold in a document which I was 
pleased to entitle “The Conquest of Poverty”. That document, I might say, 
was sent by a friend of mine to Arthur I. Judge, the editor of “The Canning 
Trade,’ of Baltimore, Maryland. The Canning Trade is a journal that 
started publication in 1878 and is now recognized as one of the outstanding 
journals of that important industry in the United States. 

Mr. Judge has been publishing some articles of his own, and he thought 
sufficiently of the plan which I had offered for Canada, that he published 
it in this pamphlet called “Let’s Talk Money” and was kind enough to send 
100 copies to this committee for distribution among its members. 

I may say that in addition to the views that I presented, the views 
expressed by Mr. Judge have a very large support in the United States, and 
they give you some indiction of the trend of affairs in the Republic to the 
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south. He has published this pamphlet, not only for the purpose of enlight- 
ening the members of the canning trade, but he has circularized the senate 
and the congress of the United States with it. I should just like to read from 
one section, which summarizes my own views fairly succinctly. 

Mr. Suniivan: What page? 

The Witness: Page 54, of “ Let’s Talk Money and Banking.” It is as 
follows: 

For almost a century the management of the monetary system 
has been entrusted in blind faith and absolute confidence to bankers 
and financiers. Their managament has ended in more disastrous 
failure than those opposed to the English Bank Act of 1844 ever dared 
to predict. 

Necessity now compels us to abandon banker management and 
to resort to national administration of public credit and national 
regulation and supervision of the monetary system. 

In the restoration of these prerogative powers to responsible 
government lies the way of establishing Democracy in the place of the 
oligarchical rule that banker dominion over government and trade now 
maintains. 

By such changes, the elected representatives of the people will 
become the masters of the “economic bloodstream” of the nation, and 
responsible government as an expression of Christian Democracy can 
be maintained. 

No one has any right to say that the establishment of such a 
democracy cannot or will not produce both progress and prosperity until 
it has been given the same trial that banker rule by banker management 
of the monetary system has enjoyed. 


Responsible government must now destroy banker rule, or banker 


mismanagement of public credit will destroy responsible government and 
the civilization that brought it into being. 


Col. Rosinson: That applies to the United States. That applies to the 
United States’ banking system, not ours. 

Mr. MacMiutan (Saskatoon): That is meant for the United States. 

The Wirness: That is my letter, written in the document entitled “ The 
Conquest of Poverty,” and published for Canada. My friend asked, why was 
this document published in the United States. It was published in the United 
States because a leading editor in the United States thought enough of my 
work in Canada to present it to the American public. 

Mr. MacMinian: Who is that? 

The Wirness: It is not published by me, but it is an example of the intel- 
ligence of the American people in accepting Canadian thought on matters of 
this kind. You leave me alone and we will get along all right. 

Mr. MacMittan: I object to that statement, Mr, Chairman. There is no 
reason to make such a remark to me at all. 

The Cuairman: Possibly Mr. MeGeer did not intend the remark in the 
way you took it. I suggest that Mr. McGeer be allowed to proceed without 
interruption to the end, and then you can shoot as long as you like and as hard 
as you like. 

The Wirness: I would be perfectly willing to deal with any question when 
I get through; but you gentlemen can make your own rules, it does not make 
any difference to me. 

The CHamrMAN: Proceed. 
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The Witness: Now Mr. Chairman, in advancing the views I hold, as a 
representative for Vancouver-Burrard in the provincial legislature of British 
Columbia, I brought the Bank of Canada Act, which is now before this com- 
mittee, before our legislature. It was referred to the public accounts com- 
mittee. That committee unanimously reported the following resolution to the 
legislature. It is reported in the Votes and Proceedings of British Columbia 
on March 20, 1934, under the title Currency, Credit and Unemployment. 

Whereas the money value of the interchange of services and com- 
modities in the domestic trade of the people of the Dominion of Canada 
has fallen from more than $46,000,000,000 in 1929 to less than 
$30,000,000,000 in 1933; and 

Whereas the said decline in Canadian domestic trade has been 
attended by a disastrous increase in Canadian unemployment; and 

Whereas the Canadian domestic and internal trade, wages and prices, 
persist In remaining in an unhealthy condition; and 

Whereas under the Canadian constitution the parliament of the 
Dominion of Canada enjoys an exclusive jurisdiction in the matter of 
the creation, issue and circulation of the money and credit purchasing 
power of the people of this and all other provinces of the Dominion; and 

Whereas the taxation now levied by the National and provincial 
governments and municipal authorities, is imposing a burden of taxation 
that in many instances is destroying and confiscating the taxpayers’ 
wealth; and 

Whereas operations of private enterprise have been curtailed through 
lack of consumer purchasing-power; and 

Whereas measures adopted with respect to unemployment have been 
entirely inadequate; and 

Whereas the payment of allowances without service rendered is 
creating a condition detrimental to individual welfare, and prejudicial 
to the public interest; and 

Whereas it is obvious that salutory collective power should be used 
to meet the situation, with which individual effort is unable to cope; and 

Whereas it is the opinion of this House that Bill No. 19, being an 
Act to incorporate the Bank of Canada, and now under consideration 
by the Canadian parliament, wherein it is proposed to grant to a privately 
owned corporation, among others, the following powers:— 


(a) To control and regulate Canadian credit and currency; 
(b) To control the external value of the national monetary unit; 


(c) To manage in part the general level of Canadian production, 
trade, prices and employment; 
(d) And to manage in part the economic and financial welfare 
of the Domnion, 
is not in the best interests of the people of this province or the people of 
Canada as a whole— 

Therefore be it resolved, that this House is of the opinion that a 
national banking system should be established for the purpose of making 
national, provincial, and municipal credit available to sustain the circu- 
lation of an adequate volume of purchasing-power medium of exchange, 
and that national, provincial, and municipal credit should be used to 
relieve the existing burden of taxation and unemployment and to assist 
in a re-establishing and maintaining the prosperity of the Canadian 

eople. 
’ ee be it further resolved, that this House go on record as favouring 
a definite scheme of effective co-operation between national, provincial, 
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and municipal governing authorities and the proposed national banking 
system for the purpose of using public credit as the purchasing power 
medium of exchange necessary to defray the expense of maintaining a 
broad program of constructive, useful wage-distributing public enterprise, 
and, as the means of defraying the expense of maintaining the good gov- 
ernment of this nation, its provinces, and all local communities and the 
social services that are essential to maintain the education, health, peace, 
contentment, and liberty of all Canadian citizens with the minimum of 
expense to the taxpayers throughout the land. 

And be it further resolved, that copies of this resolution be forwarded 
to the members of the Canadian parliament, to the members of the legis- 
lative assemblies of the other provinces in the Dominion, and to the 
representatives of all local governments in the Dominion. 


This resolution was unanimously passed by our legislature on the following 
day. By this course we have taken banking and finance out of party politics in 
British Columbia. Liberals, Conservatives, C.C.F.’s, Socialists, everyone united in 
endorsing and declaring that the time had come when the public administration 
of public credit should be adopted as the basis of financing government in the 
Dominion of Canada. 

May I now deal with your Bill 19. You are all familiar with the preamble 
and you all, no doubt, are familiar with all of the various provisions in that bill. 
The Act is based upon the general principle of the English Bank Act of 1844. 
In my opinion, it gives more of power to the banker, leaves Jess of power in the 
government, and gives less to the consideration of the public needs than the 
Bank Act of 1844 contained. It must be, that such a Bill is based upon the 
assumption, that a gold standard banker managed private monopolized money 
system, such as was inaugurated in 1844, has proven in the intervening ninety 
years to be a success. Therefore we, in Canada, are willing to adopt even a 
tighter form of legislation and to continue to accept the principle of private 
administration of public finance. 

You will find, if you care to examine the provisions of the Bill before you 
with reference to note issue, and with reference to reserves, that the English 
Bank Act, as amended up to 1933, is not adopted; you wili find that this Bill 
provides for an exclusive monopoly of the management of the nation’s gold and 
all monetary gold reserves are handed over to a private corporation. You will 
find vested in a private corporation an absolute monopoly of the right to issue 
money in the form of legal tender paper currency. You will find set up, in 
Section 25, a provision which says that the Bank of Canada cannot issue legal 
tender money or hold deposits unless it has 25 per cent of the amount of the 
issue and deposits in gold, or a substitute for gold in the form of foreign money. 
Tn the main foreign money is no longer convertible into gold. 

Well now, just follow the logic of that proposition through. And what 
I want you to get in your mind, if you will follow me close enough, is that 
about 90 per cent or more of the economic theories and canons that the 
Macmillan Committee recognized had to be re-examined have no foundation 
in fact. You have often heard it said that governments must borrow money 
because you cannot make money out of nothing. And everybody, parrot 
like, repeats that piece of shallow nonsense, although right in this Act you 
give the Bank of Canada power to do what? Power to create money out 
of nothing. Now in proof of that fact, well let me ask you this one simple 
question: If the bank with $25 in gold has the power to issue $100 in 
money, on what does it issue that $75 above the value of gold? It creates 
that $75 worth of currency out of nothing but the power that parliament 
gives to the Bank when it passes an Act authorizing the Bank to issue paper 
money. 
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Mr. Chairman, this Legislation must result in the creation of the most weird 
of all anomalies: The government with power to create money passes a law 
creating a private monopoly authorizing it to create money and then goes 
bankrupt borrowing that money at interest. Is that the wisdom of intelligent 
men, or is it the economy of a lunatic asylum? Just imagine a government 
in this enlightened age creating a private monopoly and authorizing it to 
create money and then going bankrupt and ruiming the progress of this 
civilization by borrowing that which is created by its own servant. There you 
have a concrete example of the bankruptcy which is inevitable when Legis- 
lators accept the mumbo-jumbo views of conventional finance which is 
intended to make the servant the master of the house. By adopting the 
fetishes of orthodox finance you have created, in the name of sound money 
the most vicious credit racket that ever blighted the democracy of self gov- 
erning people. Surely in this enlightened age we will not find progress by 
going back to 1844. Speaking as a politician and a public man, I cannot 
help but say that this Bank of Canada Act indicates that our natural 
resources in political stupidity in Canada are as yet barely scratched. I do 
not wonder that my friends the bankers laugh at us. They ought to; we 
have it coming to us. 


Now, here is the kind of thing that we get in sound money. Back in 1907, 
they had a collapse in the United States, and they started on an 
investigation to find out what to do with the money system. Senate and 
Congress developed the idea that something was wrong, and they finally 
appointed a commission, and the commission went to England. There is a 
question that the commission asked the governor of the Bank of England to 
find what the Bank of England really did. And the answer was “ The Bank 
of England regulates the conditions under which the trade of the country is 
carried on.” Now, you keep that answer of the governor of the Bank of 
England in mind and then read your preamble, and you cannot help but 
agree that you are creating a private monopoly and establishing a governor 
of the Bank of Canada who is going “to regulate the conditions under which 
the trade of the country is carried on”. Any time you put the managament 
of your money—either as an individual or a nation—in the hands of anybody 
else, you can make no mistake about it, my friends, the one who is running 
your money will control the course of your own activities. 


In 1932, the National City Bank of New York published a statement 
which was repeated by The Canadian Bank of Commerce. You might 
remember, that the National City Bank of New York got a little special 
advertising through the activities of its president, in connection with certain 
matters that were investigated by the Senate Banking Committee of the 
United States. But, in any event, this report says: 

“The lessons of experience and the common judgment of students 
of the subjects of money and credit everywhere have led to the universal 
policy of entrusting to banks the responsibility of managing the money 
system. 


Unfortunately, all banks are not as careful as they might be, and some 
of them are actually honest enough to tell the truth occasionally. In February, 
1932, the Royal Bank committed that indiscretion. It said: 


The present depression is usually explained in terms of extravagance, 
over production, excessive tariff barriers, etc. In varied degrees these, 
as well as other contributing factors, produced situations which were 
essentially unsound, but speaking generally the controlling influence has 
been the mismanagement of money and credit. 
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Let me ask, the mismanagement of money and credit by whom? By the 
men who are responsible for the management of money and credit in England, 
the Governor of the Bank of England and his associates; by the men who are 
responsible for the management of money and credit to the United States, 
the men in charge of the Federal Reserve Bank which is modelled on the 
Bank of England, the original Central Bank inaugurated. The Federal Reserve 
banking laws adopted in 1914 by the United States were moulded after the 
British Acts. Therefore the central bank system has been in operation since 
1914 in the United States. In the Dominion of Canada, while we have not had 
a central bank we have the Department of Finance, the Treasury Board, the 
Bankers’ Association of Canada, operating our money system by processes 
that were directly in line as far as they went with the policy laid down by 
the Bank of England. Now, the great mistake that we made in our Canadian 
finance, in so far as that established system was concerned, we ignored foreign 
exchange. We left this very largely to the bankers of New York. The English 
central banking system was designed, primarily, to make London the centre of 
world finance, to have on deposit in London more gold or less gold than London 
owned, but to have this work out in this way: The proposal was to lend credit to 
be payable in gold, to have on deposit credit payable in gold. England maintained 
her successful position by adopting the principle of trading short by always being 
hedged so that there would be more credits payable in London in gold than 
against London output. That system worked very well until Russia repudiated, 
until Germany went bankrupt, and Austria followed suit. Then England’s 
hedges fell down, and England was bankrupt on her gold obligations to deposi- ° 
tors other than Germany, Austria and Russia, and through her gold obligations 
to the United States. England, as a result of her hedges falling down, has 
proven that with even the best kind of management there can be no degree of 
certainty that the gold standard money system can be operated with success. 


What did we in Canada try to do? We decided that we could finance by 
borrowing credits abroad. We never hedged; we did not take the precaution 
of lending Canadian credits abroad repayable to us in gold. Under banker 
advice our governments, up until the war, national as well as provincial and 
municipal governments, went to foreign money markets and borrowed credit 
repayable in gold with interest. Under that system we could not possibly escape 
national bankruptcy. We have piled foreign gold debts and we are still increas- 
ing them, until to-day we owe something over three thousand million dollars 
abroad payable in gold. I think it would not be unfair to say, that if we add 
our exports of gold to our exports of goods, that we are not balancing the claims 
of our foreign creditors for interest and principal accruing from time to time. 
The misguided policy that we have followed has placed us internationally in 
bondage, not for this generation, but for an indefinite period of time. 


T have not been able to get the exact figures of what our total interest charges 
on public and private debts abroad are, but I am willing to make a guess that 
we are not balancing our budget against our invisible obligations at the present 
time. 


We should know by now that we cannot operate a national banking system 
or administer public credit in Canada on the assumption that we can borrow 
credits abroad payable in something which we do not possess and cannot secure. 
We cannot in this country operate by depending on the international money 
system unless we hedge and protect ourselves by lending credits against our 
borrowing; the principle of trading short cannot be successfully used in any 
other way. But even if you had the experience of England and her bankers’ 
knowledge of financial affairs you have got to recognize that even then you 
would not be safe. 
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The idea that the gold standard money system is sound has never been 
of universal acceptance, and to-day, in view of its failure, it has come under 
definite and quizzical examination. England has abandoned the gold standard 
completely in so far as payment is concerned. She completely repudiated all 
obligations to pay in gold in 1931. In 1925, she repudiated the gold standard 
as a security for the value of paper currency by making the pound sterling 
legal tender but not convertible into gold. If you were to take a pound sterling 
into the Bank of England and ask the banker to-day for a pound he would 
not give you a gold sovereign, he would give you another paper pound. The 
pound sterling is not redeemable in gold. If you want to buy gold in England 
you have got to buy it in a slab containing 400 ounces, which was worth in 1925 
at the standard price of gold something more than $8,000. And you have got to 
carry it away in the one package; they will not break it up for you, and they 
will not let you break it up into money. But you have to do more than that. 
You have got to get permission from the government to buy it; you have got to 
get permission from the government to hold it; and if you want to ship it out 
of the country, you have got to get permission of the government to do that. 
The actual administration of gold is a governmental monopoly, and yet in 
spite of that experience we, in Canada, are contemplating and proposing in this 
Act to fasten the gold standard of 1844 on to the Canadian people. Let me 
explain to you just what you are doing. In that connection may I refer to the 
pamphlet “ The Conquest of Poverty,” in which I discuss at some length the 
gold standard, I am just going to refer the members of the committee to it 
briefly, because I think you al) have copies of that document in your possession; 
at page 99 the gold standard is discussed, and I point out:— 


The men who established the existing monetary system by securing 
the passage of the Bank Act of England in 1844 cleveriy used that doctrine 
and the public’s desire for sound money to their enormous gain. They 
conceived the idea of using the nationalization of money for the purpose 
of maintaining a money shortage. In the course of time this was accom- 
plished by reducing the legal tender value of silver and copper coins to a 
nominal amount; by restricting the issue of national ful! legal tender paper 
currency to a percentage of the monetary gold reserves available; and by 
withdrawing gold coins from circulation. By freezing the issue of national 
money to gold, the laws passed by parliament at the instigation of bankers 
created a situation under which a shortage of money was assured, thereby 
compelling government, corporation and individual to use a substitute 
for money. 


Here we have the basis of the modern banking practice of substituting book- 
keeping entries, and transferring them by cheque, for money. While it is quite 
true the bankers call their bookkeeping entries bank deposits the fact is that 
they consist of nothing but statements of account in the form of promises on the 
part of bankers to pay something which they did not have and which they could 
not secure. I would like to so submit the “Conquest of Poverty” with the request 
that it be printed as an appendix to my evidence. That will save me from going 
through a good deal of this material. (Not printed as an appendix.) 


Now, let me show you how the cheque system is worked out. I am sub- 
mitting, that the gold standard is a trick by which governments are induced to 
create a shortage of money, and that the purpose of that trick is to compel the 
government and everyone else to use a substitute for money which only bankers 
can create in the form of fictitious bank deposits. By freezing the power of govern- 
ment to create national currency in gold the banker forces you to borrow bank 
credit, and, like one who sits as a toll gate keeper on the highway of progress, 
the banker exacts from every dollar that goes into progress and prosperity an 
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unrighteous proportion, for no other service than that of operating a vicious 
privilege that he gets from the government. There may be other ways of com- 
mitting economic suicide but none are more effective. 

How has the gold standard money system worked out in the world? Let me 
give you the world figures from the League of Nation’s Economic Secretariat 
Year Book:— 


(Colder errs ee iat ae toee oe ibe oe. $e 11,500,000;000 
eral tendemmoneyenesi. shiek tees. 2 161000,000;000 
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The bankers owe their depositors ten times the amount of gold in the world 
and seven times the amount of real money in existence. Professor Soddy in his 
book “Money versus Man” condemns the system by saying:— 

The gigantic interests in the private issue of money have always 
pretended it is the public that insists upon there being something behind 
paper and credit money. But during the war the change from gold coins 
to paper currency was effected without the public being the least dis- 
turbed; in fact, it may be said that they welcomed the change. The 
moneyed interests are always trying to persuade the public of the unsound- 
ness of any kind of money they have not the issue of. 


The public never asked—and does not ask—what is behind a cheque or what 
is behind a bank bill, what is behind silver; all that you hear about the public 
demanding gold as a security is but a part of the propaganda of the banker who 
wants to use gold for the express purpose of maintaining a shortage of money. 

Dr. William A. Shaw, who was editor of the Treasury Calendar, and the 
man who in the British Finance Department worked out an exchange system 
between Egypt and Great Britain, and maintained in that system effective 
operation of English Egyptian money without a single waiver in the rate of 
exchange, and without the least difficulty, says this: — 

Nobody troubles his head about the convertability of the note or its 
security or its redemption or any other similar abstraction. 


And the Macmillan Committee in 1931 said this:— 


It is not necessary that the volume of note issues should continue to 
be regulated as it is now by reference to the amount of gold held in 
reserve. Gold should be held primarily to settle international balances 
and not to support domestic note issues. There may be no obstacle to the 
creation of a much increased volume of purchasing power without any 
increase in the supply of monetary gold. 

Mr. George E. Roberts, Vice-President of the National City Bank of New 
York, and a man who was used by the League of Nations’ Monetary Committee 
as one of the experts on gold, published a pamphlet in which he says:— 


I have already said that gold has passed out of use as a circulating 
medium, and venture to say that this inaugurates a fundamental change 
in the use of gold in monetary systems. Gold is no longer required for 
any monetary use except as the standard of value and for the settlement 
of balances, and the last statement may be limited to international bal- 
ances. Take notice of what a change this signifies from our old conception 
of gold as a reserve against all currencies and bank deposits in the minds 
of some persons; even the basis of all private contracts and business; in 
fact, business is not based upon gold in any such sense as that. 

Now, Mr. Chairman, these are opinions, not of cranks in the money business, 
not of stupid men who like to ape the role of the glib reformer, who strive to reap 
a little of that very visionary thing—popular approval—by advocating banking 
reforms. What I am pointing out to you is, that in the United States and in 
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Great Britain, the very thing that you are now proposing to fasten on to the 
people of Canada, this gold standard money system, is openly repudiated by 
men holding positions who are in a place where they can speak with the voice of 
unquestioned authority. The Macmillan Committee Report of England is a 
very different thing from the Macmillan Committee report of Canada, but not 
very much different from the Canadian Macmillan Committee as presented by 
Mr. Beaudry Leman, a Canadian banker, and by Sir Thomas White, not only a 
Canadian banker but a former Canadian Minister of Finance. You find very 
startling conflict between the conclusions of your two Canadian financial repre- 
sentatives and a British law lord and the director of the Bank of England who 
wrote the report you are adopting. You have, on the one hand, liberalism in 
banking coming from Mr. Leman and Sir Thomas White—probably not liberal- 
ism as we know it in politics, although Mr. Leman and Sir Thomas make some 
rather startling statements for bankers. They do repudiate the orthodox money 
system of the gold standard as presented to you by Lord Maemillan and Sir 
Charles Addis. The proposition you see adopted in the Bank of Canada Act is 
flatly repudiated by your Canadian bankers on the commission just as it was 
repudiated by Reginald McKenna, John M. Keynes, and a host of other men 
who were on the British Macmillan Committee and who could not agree with 
Lord Macmillan. 

I would like to file, if I may, with Mr. McEvoy, the pamphlet ‘‘ Money and 
Credit and its Management,” and to request that it be printed as an appendix to 
my evidence. That will also save me from referring to matters in it, and will 
shorten my presentation. For those of you who are interested in what I have to 
say, I may say that I undertook my studies not for the purpose of competing with 
economists, but with the thought that every public man in Canada should know 
something about the money system. I read a great many books, and I spent 
countless hours in study. What I have tried to do in “Money and Credit and 
Its Management,” and in “The Conquest of Poverty,” is to present the views, 
and my reasons for them, that I thought would be of service to public men. In 
putting my own efforts into these pamphlets I have tried to save other men a 
great deal of needless waste of time in wading through an enormous bibliography, 
most of which is not understandable either to the men who wrote it or to the men 
who may try to read it. (Not printed as an appendix.) 

Now, I want to attack—and if I may, Mr. Chairman, I want to spend a 
little time on it—this current idea, or the idea that is very strongly presented to 
the public by bankers that the gold standard money system is generally endorsed 
by competent opinion. That is not true. In recent times business men are 
becoming a little more bold, and they are coming out more openly with the 
expression of their views. The thing I want to refer you to is not to the action 
of the British Labour Party which has definitely declared at its last conference 
for the nationalization of the Bank of England—that is well known as a more 
or less orthodox attitude—but the thing that I want to draw your attention to is 
the attitude of the London Chamber of Commerce which is now flatly declaring 
against the gold standard banker-managed money system. On December 24, 
1932, in the London Times newspaper, of all places, the secretary of the London 
Chamber of Commerce said:— 

The fiction that a paper pound note would not be generally accept- 
able unless it were possible to convert it into gold was finally exploded 
as long ago as 1925. In that year the right to demand gold for the 
pound note was taken away by act of parliament, although it was still 
possible to buy a bar of gold with paper pounds if you happened to be 
the owner of £1,600. So far as most people were concerned, their paper 
pounds were inconvertible, because they were not in that happy position. 
Nobody, in consequence, looked next day at his paper pound, and 
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wondered whether his grocer would honour it, for the sufficient reason 
that the paper pound being legal tender, the grocer had no option. Since 
September 21, 1931, it has not even been possible to obtain a bar of gold, 
but, again, there has been no wild panic. 

It is difficult to understand what satisfaction the public are supposed 
to derive from knowing that a third of the note issue is “covered” by 
bars of gold, which in no circumstances can be touched, and that the 
other two-thirds are “covered” by securities which could not be realized 
in the event of a collapse of confidence and credit so complete that 
citizens would refuse to take one another’s paper pounds in spite of the 
legal obligation to do so. In normal times nobody wishes to convert 
his money claims into gold. In time of crisis when, in theory, everyone 
might be expected to want to do this, it becomes mathematically impos- 
sible. In practice the nation always comes to the rescue of the system 
in times of crisis by declaring a moratorium. This was done in 1847, 
1857, 1866, 1914, and again in 1931. 

It will be seen that every assumption upon which the gold standard 
system rests is a fiction, and yet its supporters have the temerity to 
defend it on the ground that it ensures “sound” money. Whatever else 
may be claimed for the system this cannot be substantiated. 


Now, the London Chamber of Commerce proceeded to attack this system, 
and has continued to attack it in a series of articles which I recommend to the 
committee. J suggest they write to Mr. A. de V. Leigh, the secretary of that 
body, and secure a sufficient number of copies so that every member of this 
committee may have one. You can cable for them to-day and they will be 
here inside of a week. Let me just draw your attention to a few extracts from 
what they have to say. On March 25, 1933, they say:— 


Next, the money of the country is supposed to be convertible into 
gold. To show that this is pure fiction it is merely necessary to state 
that the paper note issue of this country is, in round figures, £400,000,000, 
and bank money £2,000,000,000, whereas the gold into which this sum of 
£2,400,000,000, is alleged to be convertible is £166,000,000. Under normal 
conditions the people do not wish to convert their money into gold, and 
in abnormal times, when they might be supposed to desire to do so, it is 
clearly quite impossible, and a moratorium is invariably declared. 

Gold is also believed to act as a regulator for the currency by ensur- 
ing that it shall be expanded only when the Bank of England acquires 
gold. Apart from the fact that, as a regulator, the fortuitous arrival and 
disappearance of gold is completely unscientific and has little, if any, 
connection with the needs of producers and consumers, the open market 
policy is now a regular feature of the system. 


And is operated without any relation to the amount of gold in the possession of 
the banks. 

Another popular fiction is that the fluctuations in the international 
exchanges truly reflect the trading position of the nations. The recent 
experience of this country should have exploded this theory. But for the 
vigorous use of the Exchange Equalization Fund, sterling would have 
risen by leaps and bounds merely because the citizens of the United 
States, having lost confidence in their own currency, were selling dollars 
and buying pounds. This had nothing whatever to do with the trade 
position of this country, nor for that matter with the trade position of 
the United States, but was due solely to monetary causes. 


And to the detriment of the real trade of both nations. 
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The London Chamber of Commerce is coming to grips with the real prob- 
— AR Hb want a new deal from the government in the management of money 
and trade. 


_ The old days when governments could not control financiers and manipula- 

tion of currency are now over. Once your government advances to the point 
where it can say to a man, “ You can’t hold gold, you can’t ship gold, you 
can’t buy gold, you can’t export gold,” then, Mr. Chairman, you establish a 
power in government which prevents the manipulation of currency—if you want 
to exercise it. You have the power to stop money dealing to the detriment 
of humanity, wealth producers and distributors. Surely it is 1a very foolish 
thing to think that, because men, two hundred years ago—in the days of John 
Law, in the days of assignats, in the days of continental money—who, work- 
ing with the preliminary experimentation of substituting credit for money, 
did not know how to use the machinery of government for the purpose of con- 
trolling those forces that wanted to use money as an instrument of appropria- 
tion, we cannot control them to-day. It is a very great mistake, I repeat, 
to conclude that we are still, in so far as the essence of government is concerned 
as impotent as men two hundred years ago were. We can control these things 
if we want to. We can stop a flight from the Canadian dollar. We can stop 
men in New York and London from wrecking our internal economy by disturb- 
ing the buying power of our dollar in the markets abroad. The London Chamber 
of Commerce, recognizing those facts and that the gold standard system will 
not serve the trade of England, unhesitatingly condemn it and demand some- 
thing better. In July, 1931, in its official publication, dealing with the folly 
that took place at the World Economic Conference, it said this: 

That the conventions of the international gold standard system are 
so fundamentally opposed to modern social and economic conditions that 
no government could, even if it wished, give effect to them, must be 
evident to anyone who is prepared to recognize that he is living in the 
twentieth, and not in the nineteenth century— 

The international gold standard system is an ‘anachromism in the 
twentieth century; it can never again function, but as its high priests 
still hold sway over the nations and regard it as sacriligious even to 
discuss alternative systems, there appears nothing for it but to await 
the further inevitable collapse of the structure built upon it— 

Having evaded recognition of the root cause of the trouble which, 
as has been consistenly stated by the London Chamber of Commerce for 
the last eighteen months, is a vicious monetary system, the conference 
will now concentrate upon trying to mitigate effects. The problems of 
tariffs, exchange restrictions and quotas, cannot be solved until the mone- 
tary system has been reformed, nor can prices be raised and stabilized. 


These statements, coming from that body, should not be ignored simply because 
a “law lord of England ‘and a director of the Bank of England” come over here 
and write a report advising us to adopt something that has been tried and found 
wanting and that is repudiated by three Canadian members of Canadian 
Macmillan commission. The article continues to say:— 

Under the gold standard system, England passes a law by which 
she announces to the world that her pound contains 113-016 grains of 
gold. Canada passes a law announcing that her. dollar contains 23°22 
grains. Both these statements are pure fiction, as will be readily seen 
when it is remembered that the world stock of monetary gold is approxi- 
mately equal to the amount of money in use in Britain alone. On the 
strength of this fiction, 4°86 Canadian dollars are stated to be worth £1. 
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It would be just as convenient to agree with Canada that 4:86 dollars 
equalled £1 or any other number which would give us both equilibrium 
with the rest of the world, without the intervention of this hypothetical 
gold. 


In spite of that statement made in July last year, we are now in Canada con- 
templating fastening the gold standard system onto the people of Canada. 
They are concerned not so much as we are with the internal buying power of 
the dollar. England is more concerned with the external buying power of the 
dollar. At the present time—whatever they may develop in the future—they 
are not nearly so able to support and sustain themselves as we are, and they 
examine the gold standard with a great deal more concern than we need to. 
Therefore when the London Chamber of Commerce speaks, it speaks for the 
traders, industrialists and the commerce of England and we should pay atten- 
tion to what it says. In October, 1933, they said this:— 


As the Chamber has consistently stated for nearly a year and a 
half, the root cause of international fear and hostility is to be found in 
the international and national monetary systems. Internationally, the 
nations must have active “favourable” balances in order to gain the 
disposition of gold or gold currencies. Those who are successful in this 
struggle are able either to take gold from those nations with ‘“ unfavour- 
able” balances, or to compel them to borrow the difference and so get 
more hopelessly into debt. 

Have we been doing that in Canada during the last three years? Did we go 
down to New York and borrow $60,000,000 to bolster up our exchange rate? 
Have we hopped our interest rates up, or our interest charges, from $121,000,000 
in 1921 to $139,000,000 in 1934? Of course we are trying to do what the 
London Chamber of Commerce says cannot be done under this gold standard 
monetary system; and to guarantee that we will go deep into bankruptcy. 
The government proposes to fasten the gold standard onto our nation in a worse 
form than any country has ever adopted. We have learned nothing from the 
fact that to every nation that has tried it has been brought disaster. We are 
making our international trade position utterly impossible. Whether we like 
Russia or not, we have got to compete in world markets with Russian lumber and 
innumerable other Russian products; and five years from now we will probably 
be competing in a lot more things that Russia may be putting on the world 
market. We have also got to compete with an active and aggressive Japan. 
The gold standard will prevent us from meeting that competition. Whether you 
like the Douglas theory or not, don’t make any mistake about it, Major 
Douglas went out to Japan three years ago and the Japanese listened to every- 
thing that he had to say, studied his books and worked out their own 
application of his theories. To-day Japan is managing money and her inter- 
national trade. 

This is what the London Chamber of Commerce said in regard to that 
situation and what was then said last October, has largely come to pass. 

It is quite evident that if Germany’s export trade continues to 
diminish, the time will come when the external value of the mark will 
be, once more, in danger. Germany has no intention of going through 
uncontrolled internal inflation twice in one generation, and having regard 
to the trend of German thought in the last few years, it would not be 
surprising if she then declared all external trade to be a state monopoly. 
She would sell her goods abroad just as Japan, just as Russia does; she 
would acquire pounds, dollars, francs, etcetera, for those sales, and with 
them would buy her necessary imports. There would be no exchange 


rate for the mark, just as there is no exchange rate for the rouble. 
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Germany’s industry could then be put to work at 100 per cent of capacity 
and the surplus production thrown cn to the markets of the world at the 
price it would fetch. Japanese and Russian undercutting would be mere 


child’s play compared with what would be done in this way by industrial 
Germany. 


It is equally evident that France could not, under such conditions, 
remain on the gold standard. 


Now, I go a little farther than Mr. Leigh in my conclusions in regard 
to Germany adopting what Russia and Japan are putting into effect. I don’t 
see how any nation whose credit is based on the banker-managed gold standard 
system can compete with Russia and Japan, whose public credit is available 
without cost to the producers of exportable wealth in those countries. Germany 
did that very same before the war, and Germany is again doing it now. Yes, 
our civilization can disappear. We can be swept away by active and aggressive 
competitors. When we see with indifference our position of world leadership we 
are in danger. Mr. Chairman, we should not forget that there are only about 
80,000,000 white people of British origin in the British Empire. There is 
somewhere in the vicinity of 600,000,000 people in our Empire. Our leadership 
in the 20th century is that of 80,000,000 of people in a world of 2,000,000,000 
active people. Yes, we have a right to be proud of the position we hold; but we 
should not make the mistake that brought Ancient Rome to defeat by farming 
our public credit out to bankers and financiers, and allowing them to bring 
us to disaster in the same way that Rome was brought to disaster through 
farming out the revenues of the nation to the publicani, and allowing the pub- 
heans to extort in profit an unrighteous proportion of the wealth of other vicious 
systems by collecting taxation. Once you appreciate the analogy between the 
disaster that the publicani brought to Rome, and the disaster the modern banker 
and financier is bringing to this civilization, you will see that the process 
then and now is almost identical. They farmed out the revenue. They made 
the banker go out and do the dirty work of collecting the taxes. We simply 
hand over to the financiers and bankers our bonds. They monetize them in 
a bookkeeping system, and then our governments go out and do the dirty work 
of collecting the taxes and handing the profits over to the financiers. In 
the legislation proposing the Bank of Canada, we have not only gone backward 
from the days of 1844, Mr. Chairman, but we are travelling behind the mis- 
guided rulers of Rome that were operating 2,000 years ago. Yet we call ourselves 
enlightened, Christian members of modern civilization. Surely the marvellous 
dignity we attach to our political sagacity is more than surprising. When we 
look at what we are doing, instead of being proud of being public men, we 
ought to wonder why the public allow us to live at all. My submission as a 
politician is that—and I am here as a politician—if we don’t waken up to 
our position and kick these bankers out of control of the money, they are going 
to kick us out of parliament. The right of self government will give way to 
straight dictatorship. Don’t make any mistake about that, Mr. Chairman. 
They have done that very thing in Germany and Italy, and they are proposing 
to do it all over the continent. This war is not between humanity and usury, 
but it is a war between the right of self government and money dictatorship. 
That is the issue; and here members of parliament are called upon to pass an 
Act that makes the banker the ruler of parliament. 


The CHAIRMAN: Terrible. 


The Wirness: Well, it is not only terrible, but it is asinine and stupid. 
Bonaparte had a good idea of that, and he knew something about dictatorship. 
May I commend to the members of this committee a book which my good 
friend, Hon. Mr. Mackenzie, of Vancouver, was kind enough to give me since 
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I came here, “ Monarchy or Money Power,” which is a splendid treatise on 
the European development. The author is Mr. R. McNair Wilson, and the 
publisher is Eyre and Spottiswoode, London, England. This books says: 


Having made peace with the whole world, Bonaparte set about his 
task of preparing himself and the French people for the return to the 
Gold-system. It was ordained by him that money should not be exported 
from France on any pretext whatever except with the consent of the 
government— 

He knew what he was doing. 


—and that in no circumstances should loans be employed to meet 
current expenditure whether civil or military. 

The object was to withhold from finance the power to embarrass 
the government, as it had embarrassed the government of Louis XVI. 
When a government, Bonaparte declared, is dependent for money upon 
bankers, they and not the leaders of that government control the situa- 
tion, since “The hand that gives is above the hand that takes.” 


While even a child should be able to see the danger, we now propose to 
set up a bank that puts all the money and credit of nation and people under 
the control of bankers. They will then become the actual controllers and rulers 
of the government. Instead of having self government under a democracy, 
you have a sham of self government and democracy. You have an oligarchical 
plutocracy of money power in control of government and people and that is 
the kind of thing the Bank of Canada Act is designed to create. Why the 
politicians themselves should fall for it is something I cannot understand. We 
are placing usury in its most dangerous form in charge of the nation. 

Now, people say to me that a man who talks about usury in the old biblical 
sense is not living up to modern times, that men are cranks who denounce 
usury as unsound. But the London Chamber of Commerce in January of this 
year comes out with this statement as a headline, “Good Will or Usury?” 
Tt says: 

Humanity can have good will and peace, but it cannot have usury 
and peace. 


It then goes on to show that under our system the banker is allowed to create 
a substitute for money out of nothing, lends it as though he were lending 
money, and exacts not only interest but a repayment of bookkeeping entry 
loans, as interest, in money; and both principal and interest are repayable in 
money. “The point is this, that the community always owes, in money to 
the bank, more money than the bank, in fact, issued; because the bank never 
issues the interest which the community is under obligation to pay.” As a 
result of banker management we in Canada have climbed up into the position 
of owing $9,500,000,000 at interest. Ask yourselves how those debts have been 
pyramided up, and ask yourselves again how in the world you are going to 
pay them. You never can, as the London Chamber of Commerce points out, 
because the banker lends you the principal and he puts that in circulation, but 
he does not put the interest in circulation. Let us keep that thought in mind. 
Here is how it works out. You borrow $100,000 to build a road or a bridge or 
a school, and what happens? Let us assume that you are borrowing that 
$100,000 at 5 per cent for twenty years. Yes, you put $100,000 in circulation, 
and you use that medium of exchange to co-relate labour and material. You 
build $100,000 worth of real wealth, and your books balance. You have got 
$100,000 of real wealth and $160,000 put in circulation, but you don’t leave it 
there. You add 5 per cent on the cost which nobody puts in circulation, and 
you ask the taxpayer to repay in twenty years another $100,000 in addition to 
that which was put in circulation. Where is it going to come from? Why, it 
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invariably comes from another loan. If it does not come from another loan, 
one thing must result. At the end of twenty years you have got a school, but 
you have paid back your $100,000 which it cost, and you have paid back 
another $100,000, in the medium of exchange, which is necessary to maintain 
the school; your people are $100,000 poorer than they were before the school 
was built, because the credit dealer has increased his $100,000 by another 
$100,000 of the people’s credit or money wealth. This should prove to anyone 
the fallacy of trying to build a civilization on a foundation of usury. So long 
as the banker manages public credit you will never escape from the strangling 
grip of the dead hand of unpayable debt claims. You do not need to be an 
economist or a student of economy to see that if you put a bucket of water 
on a table before you and take a dipper, and pour one dipperful in and two 
dipperfuls out, it is not going to be very long before you are going to empty 
the bucket. Under this system that we have been functioning under, or trying 
to function under, of lending credit repayable in money with interest, we must 
dry up the consumers’ purchasing power; we are bound to destroy the ability 
of the consumer to buy and the taxpayer to pay. Pyramiding and increasing 
debt claims that are issued not by the government but by a private monopoly 
created by the government make the situation worse instead of better. 

Now on April 4th, 1934, this campaign of over two years of the London 
Chamber of Commerce, crystallized into a definite action. May I quote a letter 
which appeared in The Times of London under the signatures of some of the 
most prominent members of the Empire’s Trading Chamber of Commerce. 

The modern paradox of poverty in the midst of plenty was the sub- 
ject of a challenging passage in the speech of His Majesty the King at 
the opening of the World Economic Conference last year, His Majesty 
said: 

It cannot be beyond the power of man so to use the vast 
resources of the world as to ensure the material progress of civiliza- 
tion. No diminution in these resources has taken place. On the 
contrary, discovery, invention and organization have multiplied their 
possibilities to such an extent that abundance of production has 
itself created new problems. 

Where is the credit that this abundance of wealth is supposed to create? 
Why are we not going forward? This is a new lead for a King to take, to ask 
his members of parliament and public men to find a solution of that problem. 


Under modern scientific conditions the capacity of industry to pro- 
duce is unlimited, and the continued existence of destitution, poverty 
and unemployment, throughout a large portion of the population, demon- 
strates the fact that the present monetary system, the proper function 
of which is to facilitate the production of goods and their distribution 
to consumers as required, has broken down, both in its national and 
international aspects. The system is obsolete, and has become a 
hindrance to the effective distribution of goods. 


That is not my condemnation of banking and Bill 19. That is a condemnation 
of a group of men who have lived in a country that has been operating under 
the Bank Act of England since 1844. 


A hindrance to the effective distribution of goods, nationally and 
internationally. The object of production is consumption, and with 
approximately 90,000,000 people destitute, or on the verge of destitution, 
in the advanced nations which keep statistics, it cannot be suggested 
that the desire to consume is not present. Both these primary functions 
of the economic body—production and consumption—are frustrated, and 
what should be a healthy and vigorous organism is paralyzed in peace 
time by the failure of the monetary system of distribution. 
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The monetary system is man-made and can be altered: There is 
nothing sacrosanct about it. 

We, the undersigned, in common with a large and rapidly growing 
body of citizens, who are genuinely concerned at existing conditions, have 
come to the conclusion that gold is not essential as the basis for the 
issue of national money, and that nations should not be under obligation 
to make payments internationally with gold. A system must, in our 
view, be established under which the issue and recall of currency and 
credit will be regulated on a rational, national, and scientific basis, so 
that the correct number of money tokens shall be available to consumers 
to enable them to enjoy the output of production. 

There is, in our opinion, no need to wait for international agree- 

5 ment, since if Great Britain gives the lead, other countries, will, we 
believe, find it in their own interests to follow. 


That open opinion of leaders of British industry and commerce should not be 
left unconsidered. 


I want to draw the attention of the committee, if I may, to the fact that 
there has been a good deal of nonsense talked about inflation, and I propose to 
deal with that for a few minutes a little later on, but I would like to draw to 
the attention of the committee a statement of Reginald McKenna, which I 
think should go on the record. McKenna is a man who is a banker, who 
enjoyed the privilege of seeing the British money system functioning during 
the war as Chancellor of the Exchequer. Anybody who would dare to suggest 
that Reginald McKenna makes public statements dealing with a matter of 
such vital importance to Great Britain and to the British Empire, as 1ts money 
system, for the purpose of getting business for the Midland Bank, or any other 
purpose than that of a sincere expression of his own ideas, fails to appreciate 
the standard that British public men and leaders have established. 

McKenna urged international price lifting by means of managing currency. 
He says: 

Controlled inflation, instead of being the remedy of fools and 
knaves, has become widely regarded as the best available solution to 
our troubles, particularly since it has become realized that a substantial 
rise in wholesale prices need have no more than slight effect on the cost 
of living. It is, I believe, possible to achieve a rise in the internal price 
level by monetary management, and I am unshaken in this opinion by 
the frequent charge that reflation already has been tried and found 
wanting by Great Britain and the United States. Deliberate monetary 
management specifically designed to raise the price level has not been 
tested in either country. 


Now, a little later on he referred to the same thing, in which he pointed 
out this conflict—that is the real issue—the conflict between the banker who 
wants a shortage of money and the monopoly of the right to issue bank credit 
as his stock in trade. Just as a good many farmers and others are now seeking 
to get a monopoly of production, the banker is moving to establish a monopoly 
of world credit. The public want an abundance of money, for the purpose of 
increasing the distribution of wealth. The banker wants a shortage of money 
so that he can loan credit at interest. McKenna points out that to secure an 
adequate volume of consumers buying power, you must break with the gold 
standard and resort to more flexible management of the monetary system and 
in May, 1933, he repeats that same lesson and advocates:— 


Deliberate creation of conditions which will ensure a moderate rise 
in commodity prices in terms of sterling induced by the calculated and 
controlled expansion and cheapening of the supply of money here. 
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Wise leadership in monetary affairs by this country might bring the 
whole world back to relative prosperity. The opportunity presented to 
this country in these dark days is the measure of its responsibility. 
The world will judge us in time to come by the fruits of our monetary 
policy. 

The fact is stressed that wholesale prices have fallen far more precipitously 
than retail, so there is room for a substantial rise in wholesale prices, and it will 
not affect the cost of living very much; and he then goes on to declare that 
there must be a definite system of money management. 

Now, in my studies—as I say, I confined them very largely to economy that 
is practical—I found one or two things that I thought were extremely inter- 
esting and extremely informative. For instance, in 1790, the conflict between 
Jefferson and Hamilton on the problem of laying down a sound monetary 
system for the United States raised the question of banking. Hamilton was a 
sound money man, a banker’s man, and unfortunately for the United States, 
his ideas prevailed rather than those of Jefferson. Hamilton effectively sum- 
marized the bankers’ policy of to-day in a declaration which was made in his 
report to the United States government in 1790, recommending the establish- 
ment of a privately owned bank known as the Bank of United States, a similar 
proposal to the one that you have now before you 120 years later. 

In that report, he pointed out that there were two ways by which govern- 
ments could finance. This paragraph of the report has long been recognized 
by sound money men as a classic of economic literature, and it reads as 
follows:— 


The emitting of paper money by the authority of government is 
wisely prohibited to the individual states by the national institution; 
and the spirit of that prohibition ought not to be disregarded by the 
government of the United States. 

The wisdom of the government will be shown in never trusting itself 
with the use of so seducing and dangerous an expedient. . . . The 
stamping of paper is an operation so much easier than the laying of 
taxes, that a government in the practice of paper emissions would rarely 
fail in any such emergency to indulge itself too far in the employment 
of that resource to avoid as much as possible one less suspicious to 
present popularity. If it should not even be carried so far as to be 
rendered an absolute bubble, it would at least be likely to be extended 
to a degree which would occasion an inflated and artificial state of things 
incompatible with the regular and prosperous course of the political 
economy. 


Now, in this expression of sound money philosophy, Hamilton considers two 
proposals, First, he considers that governments might finance by the exercise of 
its sovereign power, to create, issue and regulate the circulation of national 
currency and non interest bearing public credit, or in a word, the maintenance 
of a national banking system that will monetize public credit as a public utility. 
Now, he wipes that aside, and says it was not safe, and that the normal course 
of political economy would be better served by another course. He then 
declares for the issue of government interest bearing bonds repayable with 
interest in money as the sound way to finance. Government must borrow from the 
banker and pay interest for its own credit. 

At that particular time, the international bankers of Europe were moving 
to establish a system whereby international exchanges of bookkeeping entries 
could take the place of international shipments of gold. They saw the time 
coming when money would recede into the background of the monetary system 
and that credits would take the place of money as the means of financing 
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loans. They were moving to fasten onto humanity, a private monopoly of the 
issue of credit as a substitute for money. About the same time there was a man 
by the name of Delisle Brock, living in Guernsey Island. There is a book 
describing his activities in the library here, entitled, “An Example of Communal 
Currency” by J. Theodore Harris, publishers, P. S. King and Son, Orchard 
House, Westminster, London. It is a very small book, and you can read it in a 
very short time. It tells the whole story of a government that decided to issue 
its own money to finance public work and social service without borrowing 
from bankers, and the success of the operation between 1818 and 1837. It 
offers to you a practical solution for your economic problems in Canada to-day. 
Brock was a thinker, and this is what he defines as the true basis of such an 
undertaking :— 

If there is one incontestable principle it is that all matters relating 
to the current coin of any country have their source in the supreme 
prerogative, and that no one has the right to arrogate to himself the 
power of circulating a private coinage on which he imprints for his own 
profit an arbitrary value. If this is true for metal coins, still more so is 
it for paper money which in itself has no value whatever. 

And even more true is it when banks issue bookkeeping entries as a substitute 
for both paper currency and money of intrinsic value. 

Can you conceive of anything more ridiculous than this: a government 
that would give to a bank the power to print money and then turn around 
and exchange the government’s interest bearing bonds for that printing press 
money and to use printing press money of the bank for the purpose of meeting 
governmental expenses, with the result taxpayers’ wealth is actually -confiscated 
to pay the interest on such a loan? Can you conceive of anything more ridicu- 
lous than that? And yet in Canada that is exactly what you do. The system 
that you are proposing to perpetuate under your banking act—the banker is 
given power to print paper money up to the value of his paid-up capital. Now 
let us see how that works out. Let us say a bank was incorporated for one 
million dollars, capital and that capital is paid up. he bank then has one 
million dollars of working capital in the bank. Under our banking act, the 
bank can then print another million dollars without any further security 
whatever. There is no gold and not a penny of security behind that printing 
press money other than the paid-up capital of a million dollars. The bank then 
has $2,000,000 of working capital. That banker can take the printing press 
money and buy with it a national government bond bearing interest. But more 
than that, he can do this: J walk in to a banker and say to him, I want to 
sell a $100 bond, and I hand him my bond. He gives me ($100 of his printing 
press money, but I do not carry money with me in Vancouver—I do not know 
whether you do down here or not—I stick it right back into the bank and then 
somebody else walks in and wants another bond converted into money. The 
banker says, sure. And he uses the $100 I have left there on deposit to buy 
the second bond; and I walk out, and my friend walks out. The banker then 
has $200 worth of interest bearing bonds and all the money he ever started 
with and so the racket goes on. We should not marvel that bankers are rich. 
That is what we call sound money. Sound for whom? It is a credit racket, 
not a sound money system. Now, people say, why, it cannot be as soft as that. 
No? Well, unfortunately it is just that easy. And if you want to know how 
we have pyramided $9,500,000,000 of debts with $200,000,000 in money, you 
will find that what I have been describing to you, is described by the banker 
with a specific special term he calls it the “velocity of circulation.” With this 
“velocity of circulation” he has put a stranglehold on humanity and you are 
writhing under the grip of the dead hand of usury and a system that is thoroughly 
unsound for everybody but the exploiter of humanity, the usurer. By the Bank 
of Canada Act you propose to perpetuate that system. 
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_ Lincoln knew this racket. He learned all about it because he fought the 
Civil War with printing press money—the despised and hated “ greenback cur- 
rency.” All the bankers in his day got together and they ganged up on Lincoln, 
and if you want to know the history of Lincoln’s fight with the bankers’ you 
may read Warshaw’s “Wall Street.’’? There you will see how in 1862 when Lincoln 
started to use “greenback currency,” the bankers set up in Wall Street a gold 
exchange and they did play gold against the non gold American dollar, the 
greenback; they boosted the price of gold in terms of greenbacks up to $57 
an ounce. Roosevelt is not setting any precedent in fixing the price of gold 
at $35 an ounce. The bankers back in 1864 got it up to $57 an ounce. Lincoln’s 
proposition to finance the war by the use of “national currency” had been 
adopted in every national crisis, up to that time and was again adopted in the 
great world war crisis that came in 1914. We abandoned gold then; why? 
Why did we abandon gold in 1914? Because we knew that we could not keep 
the purchasing power medium of exchange in circulation that was necessary 
to pay men and war contractors to finance the war, if we stayed on the gold 
standard. The volume of money that we required was greater than the volume 
that the gold standard would permit; so to save ourselves in war time, just as 
the United States had to do, in the Civil War period, just as England and Ger- 
many had to do in the Napoleonic wars-—and in every major crisis—we resorted 
to the use of national credit, we abandoned gold but instead of using national 
currency we borrowed bank credit. In Lincoln’s time, just as they are doing 
to-day, the usurers, known as the wolves of society in the New Testament, as 
the beast of the city in the days of ancient Rome, and as the money changers 
in Christ’s time proceeded to plunder the nation by manipulating gold against 
the national currency. 

Lincoln added to the wisdom of the world by declaring: 

It is peculiarly the duty of the national government to save the 
treasury from the payment of interest by securing to the people a uniform 
national currency and a sound circulating medium by furnishing a cur- 
rency as safe as their own government. 


Now, as Lincoln proceeded with his policy, the bankers published certain 
circulars at that time designated to assure opposition to Lincoln’s ideas; and 
while they were issued in 1862, these circulars define the policy set out in the 
Bank Act which is described as Bill 19 and now before this committee. 

The National Bankers’ circular was issued by James Buell, the repre- 
sentative of the Bankers’ Association in the United States, and a copy was sent 
to each banker in the States and it read as follows:— 

Dear Sir;—It is advisable to do all in your power to sustain such 
daily and weekly newspapers, especially the agricultural and religious 
press, as will oppose the issuing of greenback paper money, and that 
you also withhold patronage or favours from all who will not oppose 
the government issue of money. Let the government issue the coin, 
and the banks issue the paper money of the country; for then we can 
better protect each other. To repeal the law creating national banks, 
or to restore to circulation the government issue of money, will be to 
provide the people with money and will therefore, seriously affect your 
individual profit as bankers and lenders. See your Member of Congress 
at once, and engage him to support our interest that we may control 
legislation. 

Mr. Irvine: What is that number? 

The Wirness: The National Bankers’ Circular. This is part of the Con- 
gressional Record of a later date. It is published in several books, one, “ The 
Management of Credit,’ by T. Cushing Daniel, is a well-known document. 
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Then come the well known Hazard circular, which was issued in the same 
year, as a part of this same fight that is going on right here right now. Hazard 
was a solicitor for an English bankers’ association, and was financially asso- 
ciated with the Rothschilds and his circular reads in part as follows: 


Slavery is likely to be abolished by the war power and chattel 
slavery destroyed. This, I and my European friends are in favour of, 
for slavery is but the owning of labour, and carries with it the care of 
the labourer; while the European plan, led on by England, is Capital’s 
Control of Labour, by controlling wages. This can be done by con- 
trolling the money. The great debt that capitalists will see to it is made 
out of the war, must be used as a measure to control the volume of 
money. To accomplish this the bonds must be used as a banking basis. 
We are now waiting to get the Secretary of the Treasury to make this 
recommendation to Congress. 


Now in considering these pamphlets ask yourselves: 


Are bonds the basis of your banking business in Canada? Of course 
they are. You do not finance on gold through your banks, you finance on 
the great debt claims of capitalists issued by your national government, as the 
cost of war, and on your provincial, municipal government interest bearing 
bonds. The Hazard circular sets forth the present policy of the orthodox 
school of finance—of which the Bank of Canada Act is an open expression— 
it defines the policy by which one group in the community are permitted to take 
the privilege of using the nation’s credit to exploit and plunder the entire wealth 
of the nation. Yes, we laugh about the foolishness of Rome going to disaster 
by creating a system of farming out the taxes, but we are bringing ourselves 
to disaster by allowing a comparatively few members of the community to 
monopolize the wealth of the entire nation by being privileged to manipulate 
and use the nations credit as the stock in trade of the business of mass usury. 

Lincoln was elected in 1864 on a national currency platform. In studying 
Lincoln’s life I made a close examination of the verbatim testimony that was 
given at the trial of his assassinators. I found a secret service agent declaring 
in his evidence: during the winter of 1864 and 1865 he was in touch with the 
plot to assassinate Lincoln, which originated in Toronto and was partly com- 
pleted in Montreal. In giving his evidence, he said that the men who approached 
the southern representatives, who were operating in Toronto, with the proposal 
to assassinate Lincoln were described to him “as a group of men who could 
undertake anything they care to execute with regard to the cost;” they were 
not from the south because the representatives of the south had to get in 
touch with the south before they would consider the proposal. When the 
proposition was put up to the south it was not put up as a proposition to 
assassinate but as a proposal to kidnap. At that time there was only one 
group of men of great wealth in the world who were interested in the removal 
of Lincoln—they were the international bankers of the world; the men who 
were opposed to Lincoln’s national currency ideas. My friends may laugh, 
but worse crimes than that have been committed in the name of usury. Christ 
was not crucified until He drove the money changers from the Temple. 

In 1873 there was another crime committed in the United States which was 
in line with the policy outlined in the Hazard circular. It is publicly recorded 
that $500,000 was corruptly used for the purpose of inducing Congress to 
demonetize silver and establish the gold standard in the United States. A 
congressional commission was appointed in 1876, and the commission of con- 
gressmen and senators in their report, pointing out, “that the race for gold 
would end in chaos with the most successful nation suffering to the greatest 
extent.” This prophecy was vindicated in 1932 with the economic collapse in 
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the United States, when the nation that had more gold than any other nation 
possessed suffered greater depression and disaster to business than any other 
nation suffered. 

Can we, with safety, in the face of such a vindication of past wisdom 
repudiate knowledge that is so positively recorded? “You can follow the record 
of usurers step by step. In 1816 they established the gold standard in England. 
In 1833 they made the Bank of England note legal tender. In 1844 the Bank 
of England was established. In 1855 the right of one of the Rothchilds, the first 
foreign money lender, to sit in the House of Commons, was questioned on 
the ground of a sixteen million pound loan to the British government. In 1854 
all the laws against usury in England were abolished. In 1864 Lincoln was 
elected on a national currency platform. In 1865 came the disaster when 
Lincoln was assassinated. In 1873 the gold standard was established in the 
United States, and in 1894 Arthur Kitson warned humanity—and he is still 
alive to see his prediction come true. In his book “ A Scientific Solution for the 
Money Questions,” he said:— 

Gold creates debts and then prevents men from settling them. It 
places mankind in perpetual bondage. It is a prison gate that only 
opens inwards. Its victims are permitted to enter but never to escape. 

Not only are the factors of well-being and of progress rendered 
impotent by the gold standard but the factors of evil minister to its 
exploiters. Wars, State extravagance and political corruption all serve 
to build up this pyramid of irremedial debts which almost every nation 
is now adding to and upon which the gold octopus feeds. 

Repudiation is inevitable. Let us clearly see this. It is not a 
threat. It is an inevitable result. It cannot be avoided. Nations must 
strangle this monster or it will strangle them. The gold debts of the 
world can never be redeemed. 

In vain men toil, in vain they produce, so long as this tapeworm 
of society exists. All our surplus wealth which should go to form a 
national store, all our surplus creations we must sacrifice. In vain 
science prosecutes her voyage of discovery and art labours to convert 
the discordant and hostile elements of nature into a system of usefulness 
and harmony. In vain temples of learning are reared and libraries 
founded. All these institutions, all these achievements that have for 
their object the advancement of learning and the raising of labour to 
a higher state of efficiency serve but to strengthen this octopus and give 
it a firmer grasp and a stranglehold on society. The gold standard 
means inevitable war. Nations cannot possibly exist under it. 


“The children born of it are fire and sword, 
Red ruin and the breaking up of laws.” 


This question, this money question, is the supreme question of the 
hour. It is not a mere abstract question of economics. It does not 
merely concern statesmen and students of finance. It is the greatest 
moral, the greatest social question which mankind has ever had to con- 
sider. It concerns the lives, fortunes and happiness of every human being 
in society and all the generations yet unborn. It is the problem at 
the turn of the century, and our answer to it will determine the char- 
acter of the drama we shall have to witness and upon which the curtain 
of the twentieth century is about to rise. 


That curtain has been raised. The World War came. Eight million of 
men were killed and forty-five million others were mangled. The post-war 
period of prosperity is over, and riding under a debt of four hundred and 
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fifty thousand million dollars of interest the twentieth century of civilization 
is slowly but surely bogging down into the tragedy of disagreement and disaster, 
revolution and war. When a man can write in 1894 a description of events 
that perfectly describe what historians are compelled to record in 1934, men 
considering banking legislation for the future have a right to recognize not only 
his wisdom but what is more valuable, that wisdom that gives expression to 
prescience. 
In 1911, Woodrow Wilson said: 


The great monopoly of this country is the money monopoly. So 
long as that exists, our old variety and freedom and individual energy 
of development are out of the question. The growth of the nation and 
all our activities are in the hands of a few men, who, by reason of their 
own limitations, chill, check and destroy genuine economic freedom. 


The Pujo money committee, appointed in 1912, to investigate the financial 
systems of the world, declared for one thing against the monopoly of money, 
the very thing that you are creating in this Bank Act. 

Louis D, Brandeis, an associate justice of the Supreme Court of the United 
States, a man whose rise to the bench was fought by bankers and by the 
interests of the United States as no other man was ever fought but who was 
elevated to that high position, despite that vicious opposition—yes, there were 
reasons for fighting Louis Brandeis; yes, there were reasons for crucifying 
another Jew two thousand years ago and they were almost identical—in 1912 
Brandeis declared this in his book, “ Other Peoples Money.” And that is a 
book published in 1912 that can be read with tremendous advantage to-day: 


We must break the money trust or the money trust will break 
us.... This failure of banker-management is not surprising. The sur- 
prise is that men should have supposed it would have succeeded. For 
banker-management contravenes the fundamental laws of human limita- 
tions: First, that no man can serve two masters; second, that a man 
cannot at the same time do many things well. 


All I think will agree with this conclusion. 


Sir Charles Gordon of the Bank of Montreal might be a good man in the 
textile business, and given the proper kind of training he might be a good 
banker, but it is a safe bet that he cannot be a good banker and a good tex- 
tile man at one and the same time. Herbert Holt may be a cracker jack as 
a railroad contractor—and I am not— 


The Cuamman: Mr. McGeer, do you not think you had better leave 
personalities out of this thing? It is the system you are attacking not the men. 


The Wirness Oh well, I am not so sure about that. 
The CuarrMan: I think you had better not say that. 


The Witness: Very well, I bow to your ruling on that. But what I am 
pointing out is this, that to get to the proposition of having one man do many 
things well you go a little further than that. It is a very dangerous thing to 
allow your banker to mix in any private form of business. If you are going 
to operate a system where bankers can mix money making in business with the 
administration of public credit you are very apt to get up against what you 
were up against in railroad administration. There you allowed directors of 
railways to give rebates and special privileges to corporations in which they 
were interested, to communities in which they were interested, and were eventu- 
ally compelled to recognize that, to stop those abuses, you had to establish 
the Interstate Commerce Commission of the United States and the Board of 
Railway Commissioners in the Dominion of Canada. 

Can you conceive of any more flagrant violation of this postulate of com- 
mon law—and it is one that is well known to every student of law—‘ that 
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where the same man sits on both ends of a bargain there can be no trade,” 
that must occur when the banker advises and finances governments at the 
same time. We do not allow trustees to manage the property of the cesqui 
trust and to take a personal rakeoff on that. We set up definite limitations and 
definite restrictions, and we fix the amount of compensation in every case. Yet 
we create a banker, by this Bill, as advisor to the government on financial 
matters, and we transfer the taxpayers wealth to the banker because he advises 
us not to issue our own money but to borrow book-keeping entries as a substitute 
for money issued by the bankers for the purpose of financing government loans. 
Can you get a better illustration of this deliberate invitation to violate that 
postulate of common law than what is now proposed in the formation of the 
Bank of Canada. 

In our whole social system there is only one class of men allowed to manage 
and profit at the same time out of the substance of their trust. That privilege 
is being perpetuated by the legislation you are considering. 

In the United States they have indeed every reason to be concerned, as 
we have as to the results that have followed: Their position is, however, 


almost typical with our own. They have, under this system of pyramiding 
debts: 


Money im issue. sc, ce teea okt eames Be ey ie Aen ON OUHE OOM) 
Bank deposits: <2... 0a, ce 53,000,000,000 
Interest bearing debts. . 238,000,000,000 


The people of Great Britain are in a similar position, with $80,000,000,000 
of interest bearing debts, while we in Canada with a population of ten million 
people carry a burden of interest bearing debts totalling $9,500,000,000. Why? 
Because we have allowed the banker, who was interested in increasing interest 
debt claims, to advise us how to manage our monetary system. The disaster 
that has come, that was predicted by senators and congressmen in 1876, that 
was predicted for the world in 1894 by Arthur Kitson, is now more than a 
matter of abstraction. It is the fact. We are witnessing the breaking up of laws. 

The Department of Justice in the United States pointed out that last year 
there were twelve thousand murders, three thousand kidnappings, fifty thousand 
robberies, five thousand cases or arson, one hundred thousand assaults and forty 
thousand burglaries; and we in Canada, had better look to our own admin- 
istration of justice, because our crime situation is far from being a happy one 
to-day. If we are going to plunge humanity on through a continued period of 
Banker Rule we had better recognize that, as a complement to our universities, 
we should build penitentiaries and lunatic asylums. 

President Hoover, who is probably not looked upon as a radical reformer, 
recognized the necessity of doing what I am advising you gentlemen to do here. 
This is what he said in 1932: 

I stated that this depression has exposed many weaknesses in our 
economic system. It has shown much wrong doing. There has been 
exploitation and abuse of financial power. These weaknesses must be 
corrected and that wrong doing must be punished. 

The American people must have protection from insecure banking 
through a stronger system. 


Much has been idly said about the strength of the Canadian banking 
system as compared with the strength of the American banking system, but a 
little thought will teach you that what the American banking system is going 
through now the banking system of England went through after 1844 and what 
we in Canada went through in years past. To operate this banking system 
of trading short on money, the operation contemplated by the Bank of England, 
you have got to reduce the number of banks to where they can act as one unit. 
Check off the number of banks there were in 1844 in England, and from some- 
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thing over 400 odd banks doing business the figure has been reduced to about 
40, with the big five doing the bulk of the banking business in England. In 
Canada your banks have been reduced from between 50 and 60, I believe, to 
nine. Now, 9 banks are functioning in Canada with the big three doing the bulk 
of the business. Well, you could not have ten thousand bank failures in the 
Great Britain and the Dominion of Canada, or the British Empire because there 
are not that many banks; but give to the United States about three ‘more 
depressions and they will have their banks reduced down to the number that 
can operate successfully from the bankers point of view, and then the public 
will have confidence in them and not be so foolish as to ask the banks for 
money which the banks do not carry. If all our depositors had gone to the 
Canadian banks and did what depositors did in the United States—ask the 
banks to give their money up—we would have bankrupt all the banks in Canada. 
It was not that the banks were sounder, but it was because the Canadian people 
knew that if they called upon the banks for their money the government would 
step in and issue the money if it was necessary, because we know that, under 
our Finance Act, in a time of crisis a bank can go to the government and ask 
the government to monetize the bank’s securities by turning over legal tender 
cash. But when we examine the banking situation in Canada from the point 
of view of the solvency of the nation, we find a different story. The bankers 
of the United States did not allow their people and their governments to go 
borrowing credits abroad. They lent credits abroad. We are bankrupt internally 
and internationally as well, and when it comes to the proportion of unemploy- 
ment, to the proportion of loss of bank deposits, to the proportion of loss of 
homes, farms and loss of business, and so forth, our banking system in Canada 
has not served us one whit better than has the banking system of the United 
States served the people of that nation. Our government has had to come to 
the rescue of our banks and everyone else in international exchange. It has 
had to help out every province and every municipality. And even the powerful 
C.P.R., an exceptionally well managed and carefully developed company, 
possessed of enormous resources, did not have any credit with our banking 
system without a guarantee from the government. The banking system here is 
taking a lot more credit than it is entitled to take because of the exceptional 
patience and co-operative spirit of the Canadian people. 
Then Mr. Hoover says:— 
I recommend to the congress the same reform of our banking laws. 


Senator Bronson Cutting, of New Mexico, comes forward in March of this 
year with a public statement to this effect:— 


Private banking is doomed in this country by the New Deal. Con- 
trol of credit is a government power that does not belong in private hands. 
Unless the administration presents a bill depriving bankers of this power, 
I myself shall introduce such a measure. Private control of credit must 
be abolished. 


Senator Cutting was a supporter of President Hoover in 1928, and in 1932 he 

supported Roosevelt. The article containing this statement appeared in Liberty 

under date of March 31, 1934. It is a splendid expression of an enlightened 

public man’s attitude to the modern monetary system. In a hundred other places 

men are coming to recognize what, I think, is the basic prcblem, namely, the 

financing of consumption, as presented to the American Academy of Science by 

Carl Snyder, in 1929. Snyder, as statistician of the Federal Reserve Bank of 

New York, is a man who speaks with an unquestioned authority on the subject. 
At that time he pointed out:— 

In other words, it seems clear that the production of foodstuffs in 

the last three years has not been excessive or at an extremely high rate. 

And for the rest, the idea of the “ overproduction” of foodstuffs, when 
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far more than a billion people, far more than half the whole population 
of the earth, live practically at the starvation limit and do not get two 
decent meals a day, is a misnomer, to say the least. 
That was before this great tragedy of ninety million peop!e in the British Empire 
and the United States and European countries, being in destitution. Then he 
says:— 

: If the whole world had the standard of living of Germany and Eng- 
Jand, not to mention the United States, the world’s food production could 
increase at double its present rate, that is, the rate of the last five years, 
for many years to come, without satisfying the demand. Some day this 
fact possibly will dawn upon economists and bankers. 


Well, that this proposition has not dawned on anybody in this country yet is 
proven by laws that propose to give our wealth over to the Bank of Canada. 


The CHarrMAN: Mr. McGeer, will you allow me to interrupt you a moment. 
We have had a precis made of your evidence given before the Macmillan Com- 
mission, and what you have given us here this morning is almost exactly a 
repetition of that evidence. If you have anything new to offer the committee we 
will be glad to hear it. The evidence taken on the Macmillan Commission is a 
matter of record and it is available to every member of this committee and to 
the public. I would, therefore, suggest to you, that if you have anything new to 
offer you might confine yourself to that. 


The Witness: Yes. Having dealt with that, Mr. Chairman, I will confine 
myself to what I consider is new, and I want to deal with how the Macmillan 
Committee report brings to our attention the operation of this system as they 
found it on their investigation in 1933. 

At page 38, we find that our gold reserves were $69,000,000; our Dominion 
notes in issue were $132,000,000; circulating media in the hands of the general 
public, $204,000,000; bank deposits or money debts of bankers to depositors 
$2 400,000,000. 

At page 83 of the report: — 


War time expenditures, post war prosperity and depression have 
affected Canadian bank deposits as follows:— 


1914 total’ deposits... 32...) 4 = 3 LOW O00 nO) 
TQQ2QUY) PLES Oe eee eee ee ete > OURO AOU) 
TO2QO TE CRA A ee oo Ae eee OMRON NOU 
19320 Sa oe ener 


By Mr. Geary: 


Q. From what are you reading now?—A. Page 38 of the Macmillan com- 
mittee Canadian report, and page 83. 


Q. Tell us when you come to page 83?—A. Page 83 gives the total deposits 
for 1914, 1920, 1929, and 1932. 


Q. In Sir Thomas White’s addendum?—A. Yes. The fact is, that while the 
report does not contain the figures, Canadian monetary transactions consum- 
mated by cheque totalled, in 1929, $46,000,000,0C0; in 1932 they totalled only 
$24 000,000,000, a fall of $22,000,000,000. 


What I want to bring to your attention is this, that a country that can have 
$2,400,000,000 of bank deposits with only $204,000,000 oi money in the country 
must be creating bank deposits out of something cther than money. A country 
that can finance a war that cost something in the vicinity of two thousand 
million dollars by raising its bank deposits from 1914 to 1920 from $1,100,000,000 
to $2,400,000,000, must be financing war with something else than money. 
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Here is how banker management of the gold standard private money 
system has worked out in the Dominion of Canada:— 


Pees nate ew ke ere ae. £00,000,000 
Money... 3 a icabidietcs MB VS ser Waiginn Sacane acca ave eee ane 200,000,000 
Bank deposits. . Gis ig A 2 OCU O00 000 
Public and private interest bearing ‘debts... .. 9,500,000,000 


Since 1914, the national government has paid out on account of interest 
$2,000,000,000, and we owe $2,300,000,000 more in 1934 than we did in 1914. 
Our annual interest charge for the year ending March &lst, 1934, is $130,000,000, 
an increase of something like $15,000,000 over the previous year; and we are 
faced with an increase in debt of $132,000,000, and a visible deficit of 
$135,000,000. 

As I came over the Canadian National Railway, having some knowledge 
of these things, I could not help but reflect that our greatest deficit is in our 
breakdown, in our failure to keep up the things that should be maintained 
on a much higher standard than we are maintaining them to-day and have 
been maintaining them in the past. 

Here are some facts, and you will get them in your Year Book:— 

Wealth production in Alberta and British Columbia during the five years 
preceding 1929, reached a net production of wealth of $3,011,000,000. After 
producing $3,000,000,000 of wealth out of our lands and forests, and mines 
and fisheries, and our power activities—our natural resources—we wind up on 
the eve of the most beautiful disaster that ever happened, broke and bankrupt. 


By Mr. Spencer: 
Q. What year was that?—A. The five years preceding 1929. The figures 
are:— 
WEALTH PRODUCTION 
In (000,000) dollars 


British 
Alberta Columbia 
NORD wel OLOLOTONS On Ba Y Pores Gn) Tn 26175 215 
OZ OR, SIFEIGIS Oe RENO 8 Tak Lit 298-0 289°8 
ODA Pen ay SSD OES: NG OW 378°5 291-1 
O28 Se Sie EDAD OT CSTE BSI OF 341-4 S2i1e3 
NOZG er eet oe Seth oO TIVO 2’ iE 237-4 331-4 


Those are, in millions of dollars, the figures of production. The same thing 
goes for the Dominion of Canada. Our production of wealth out west was 
fairly large per capita because of the nature of our activities. In the province 
of Ontario and Quebec it is equally large. You can say that, during the last 
ten years, Canadians have produced about $10,000,000,000 worth of wealth, even 
allowing for the depression in prices; yet, despite that, we are bankrupt. We 
are broke. We can’t build a school. We can’t pay a decent pension. We are 
asking men to work for 20 cents a day out in British Columbia. We are closing 
our library in Vancouver. We are threatened with the closing of our schools. 
Our provincial government is in a pitiable state of bankruptcy. They are here 
to-day asking for $8,000,000, with which to carry on, and if they don’t get it, 
they say quite frankly, ‘““We can’t carry on, we will have to repudiate.’ If you 
do give them the $8,000,000, how long is it going to carry them on? They are 
going to be back again. There is no remedy to be found in that kind of thing. 
But there is plenty of evidence indicating the necessity of finding a definite 
remedy. Now, I want to say this, that in working out a practical remedy I 
conceived a proposition which I am pleased to call a four point plan. In answer- 
ing the definite request for information that the King of England made to the 
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Economic Conference, in answering the definite request that humanity is 
making for some better means of financing progress and prosperity, in answering 
the dictates of plain reason and common sense, I think we should recognize that 
we have done three things during the last one hundred years. We have 
emancipated mankind from illiteracy and some measure of ignorance. Oh, we 
are only on the frontier of being emancipated from ignorance, and we have a 
long way to go yet in that. One of our biggest problems is to find a means of 
financing education that will eliminate many of the social and economic inequal- 
ities that the human race is suffering from to-day. Yes, we have developed 
education next. Science has conquered many of the enemies of man. Pestilen- 
tial disease and starvation are conquered. Science has given us facilities to 
conquer poverty if we want to, and next we have done something more than 
that. We have emancipated mankind from the shortage of buying power that 
the digging of gold and silver out of the ground imposed, because we have 
substituted a credit system for a money system, and perfected the technique of 
substituting bookkeeping entries for gold as the basis of our money system. If 
we recognize these three achievements; that we must manage money, we have 
got to come to this conclusion. In Canada to-day 10,000,000 people enjoy— 
through science’s developments of energy—the use of steam power, electric 
power, and the internal combustion engine. We have the productive energy not 
of a population of 10,000,000 in the age of hand labour, but of a population 
of 320,000,000 in the age of hand labour. Yet we are trying to get along 
witl) a monetary system that was developed to serve a hand-labour age. 
Only 2 per cent of modern productive energy is human. We have eliminated 
the drudgery from human toil. We have made it possible for men to produce 
with ease and abundance, and to enjoy that abundance in leisure, and we don’t 
know how to handle it. Our bankers refuse to let us enjoy plenty. We have 
depended upon what President Roosevelt was pleased to describe as ‘‘a genera- 
tion of self seekers, a generation of men who have failed because they knew only 
the wisdom of self seekers.” He points out that now ‘the money changers have 
abdicated from the temple of our civilization, we can now restore it to the ancient 
truths.” 

Gentlemen, I am not going to offer anything new in the remedy I propose, 
because I don’t think we will find the remedy for the economic ills of this age in 
any new invention. We will find it in applying those statutes and judgments 
that have stood the test of time. If we apply the ancient truths to to-day, we 
will find a means of using and increasing the abundance that is available for 
enlightened humanity. Yes, our government must assume great responsibility. 
I cannot delegate its primary duty of looking after the people to someone who 
wants to exploit them. When men declare that they are advancing the science 
of government by creating greater power in the hands of money dealers and 
protecting them, on the assumption that they will protect the economic security 
of industry, commerce and labour, they are failing to recognize that government 
is created to protect and guard humanity against human weaknesses. Men 
mock the people when they declare that they can delegate any part of the 
government’s responsibility to protect every class of society, from the highest 
to the lowest, to any intermediary; because invariably when intermediaries 
come in between government and people, you find a loss of liberty, a destruc- 
tion of freedom, and a disastrous invasion of the principles of self government. 
If there is going to be an intermediary power, it must be an expression of an 
arm of the government, and in its administrative authority it must be directly 
responsible to the opinion of the people. But in the creation of this monopoly 
under the Bank Act you are creating a credit monopoly that has the adminis- 
tration of the affairs of the whole community and it is answerable to neither 
government nor people. I submit to you that to say that it is going to be 
publicly owned because 5,000,000 shares are going to be sold to the public for 
$5,000,000, that the public will have, as a result, anything to say about that 
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management, is pure nonsense. Upon what theory will you delegate to 5,000,000 
shareholders the right to manage the wealth of 10,000,000 people, even if you 
gave those shares out at a dollar apiece? It would be an outrageous thing. 
But you have reduced that number very greatly, so that the total number of 
the people that might enjoy participation in this bank will be 10,000. Upon 
what principle will you say that you are going to create a monopoly and hand 
it over to 10,000 citizens, the right to manage the credit wealth of 10,000,000, or 
20,000,000 as it may be in the future? Do you say the shareholders will have 
anything to say about the management? Do the shareholders of the C.P.R. have 
anything to say about the management of the C.P.R.? Do the shareholders of 
any of the banks have anything to say about the management of any of the 
banks to-day? Do the directors of the Canadian National Railway or the 
members of parliament have anything to say about the management of the 
Canadian National Railway? My friends, the men who will run this bank 
will be the governor of the bank and the officials of the bank. You are creating 
a monetary dictatorship, the same as you have in Great Britain where Montagu 
Norman has been recognized as the real ruler during the last sixteen years. I 
suggest that the policy of the legislation now needed might be described in the 
following language: 


The assumption by government of the responsibility of controlling 
and regulating the operation of all economic factors upon which depend 
the normal and prosperous course of the political economy, and the 
stability of the social system to the end that “the greatest good shall be 
rendered to the greatest number,” and to the purpose that everyone may 
enjoy the greatest measure of individual freedom compatible with the 
rights of others and that ‘all may live in safety enjoying life more 
abundantly, under their own vine and fig tree.” 


I have proposed to make some changes in the general outlook of govern- 
ment in the matter of its administration, and I say to put that policy into effect 
you must have a four point plan of administration. You must establish a 
national bank system controlling the issue of all currency, and monetization 
and issue of credit transferable by cheque. Can you as practical political 
leaders, responsible for the passage of laws, conclude that you can finance a 
government with the issue of national currency? Can you do that? Because if 
you can, you can provide the government with an abundance of purchasing 
power. You can eliminate taxation. Can you do those things? I submit that 
you can, and I submit that the proof that you can do them is to be found in 
what has been done. In explaining what I mean by that, let me draw your 
attention to the economy of a fifty-cent silver coin. You take your fifty-cent 
coin, and you find printed on it, “Dominion of Canada, fifty cents.” You don’t 
find any promise to pay, such as you find on your paper money. You find a 
declaration that it is fifty cents. If you check down on it, you will find that 
that fifty cents has only about twelve cents worth of silver in it. Therefore, 
38 of the one-cent units in the 50 cent coin have no substance or value. When 
the government mints a 50 cent coin and pays it to a civil servant for 50 cents 
worth of labour, the government makes a profit of 38 cents. 


By Mr. Robinson: 

Q. Less the cost of production?—A. Less the cost of minting, which is small. 
The government buys the silver for 12 cents, and the cost of minting, amounts to 
a mere item. For the purpose of argument, I would give you a cent for the 
cost of minting the coin. Thirty-seven cents, we will say, is the profit of the 
government. Where does it get the right to do that? That comes through the 
expression of the authority of the government to create money by enacting laws. 
Money is nothing but a tool with which people buy. It must, in the nature of 
things, always be the creature of the law. Sharks’ teeth, sea shells or any form 
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of money that was used in pre-civilization periods were money by the law of 
custom. When we create money, we do it by enacting laws in parliament. You 
can’t have money without law. When we declare that so much silver, minted 
in a certain way, to be fifty cents and agree to put it out as a medium of 
exchange, it comes into circulation and it circulates indefinitely until it is lost 
or comes back to the government as payment of 50 cents’ worth of taxes. It 
serves mankind, and it serves the individual’s ideal of money successfully. The 
individual’s ideal of money—quite irrespective of what it is made of—is this: 
“T want something that I can conveniently handle, whose buying power will 
remain uniform over an indefinite period of time.” We now find that paper 
bills and silver coin of no intrinsic value are just as valuable as money as gold 
coins or paper bills convertible into gold ever were. 


We have now established the possibility of using token currency successfully, 
but we only use that as petty cash, for current out-of-pocket expenses. For the 
bulk of our transactions we do not use gold money or token currency. We 
use cheques, transferring bookkeeping entries that are not redeemable in either 
money or gold. If it were not for the fact that it is more convenient to put 
your hand in your pocket and get a dime for a cup of coffee, you would write 
a cheque for everything; because the cheque system is the most efficient system 
of consummating a monetary transaction that we have yet developed; and that 
is a product of education. We educated men sufficiently to permit them how 
to read and write cheques. We gave them elementary teaching in arithmetic. 
They gained an understanding of simple accounting, and it was not very long 
before they adopted the chequing system and made it a universal practice. In 
1929 our total cheque transactions in our banks were $46,000,000,000 in Canada. 
Chequing transactions in the United States totalled $983,000,000,000. If credits 
can be issued by banks and successfully used as a substitute for money, why 
should a government be short of money? Because, mind you, these banks that 
issue this thing are the creatures of the government. You pass a bank act, 
and you authorize the bank to set up a bookkeeping system. You authorize 
that bank to print money, printing press money, no gold behind it. Red hot off 
the printing press, it can be exchanged for interest bearing bonds. Your banker 
can do this. He can go to a broker and say, “Yes, I will give you credit in 
the bank, and you can underwrite national government bonds, and I will 
authorize you to write a cheque in favour of the government. You can buy its 
bonds with my bookkeeping entries.’ He does it right along. How does he 
do it? The banker says, ‘No, I don’t do that.” All right. How did he finance 
the war? We were told when the war came, that it could not last long, because 
there was not money enough in the world to finance it. Why, we could have 
financed ten wars with the system under which they were operating, and all the 
time we were growing richer in bank deposits. That is exactly what happened. 
We had $1,000,000,000 in bank deposits in 1914, which was far in excess of our 
gold reserves. It was spread out on the basis of nearly 20 for one then. Our 
bank deposits were all loaned out in debt claims, and we were bankrupt in 1913. 
From one end of Canada to the other there were soup kitchens, men without 
employment, and business was in disaster. Thousands of men were in destitu- 
tion then just as they are to-day, and what happened when the war came? We 
didn’t have any trouble in issuing a government contract for war supplies with 
enormous profits to the war contractors included. That government contract 
was taken down to the bank, and an over-draft or a bank loan was advanced 
against that security. Deposits were created, and war contracts were financed. 
As those deposits accumulated, brokers underwrote bonds with bank credit, and 
they were washed through and distributed among the public. Now when the 
public is being washed out of its money, its bonds are drifting back to the banks 
to wipe out what? To wipe out over-drafts, to wipe out loans. This enormous 
accumulation of high grade securities in the form of national bonds, provincial 


[Mr. G. G. McGeer] 


BANKING AND COMMERCE 675 


and municipal securities that are now in our banks are drifting in there to wipe 
out bank loans, or bank over-drafts. They are not increasing, as the bankers 
sometimes claim, the volume of purchasing power in circulation. When acquired 
in this way they become frozen credits in the banks’ repository of credit. That 
is bound to happen. If you set up a national banking system you issue your 
own credit, but you issue it in the form of money or credits that are transferable 
by cheque. You issue it in the form of credits such as are now established in 
your banking system. Suppose you pay a pension—and you can pay decent 
pensions if you will administer your own credit—and you give a man a cheque 
for a pension drawn on the national bank, the same cheque that is to-day drawn 
on the Royal Bank or the Bank of Montreal, or whatever private bank has the 
privilege of handling funds of the department involved. What does the man 
who gets that pension cheque do with it? He takes it down and pays his bills 
with it. He hands it over to his grocer. What does the grocer do with the 
cheque? He puts it in the bank, and as the result of transfer of accounts he 
has a deposit account, and so credit circulates just as your 50 cent coin circu- 
lates; because once you set that bank deposit system up get it in circulation, 
it goes along from person to person to and from generation to generation. 


By the Chairman: 


Q. Mr. McGeer, may I interrupt you a moment; about how much longer 
will you be, because I do not think we can give you very much more time? 
—A. Well, you can cut me off any time you want to. 

Q. I suggest that you might wind up your statement. If you have it in 
writing, you might perhaps do as much as you can. We don’t want to shut 
you off, but we can’t give you an unlimited time, 


Mr. Irvine: Give us your other three points. 
Mr, Ever: I suggest he be given a chance to develop his plan. 


The CHAIRMAN: I want to do that, but it is now nearly one o’clock. I 
suggest that he continue and give us his plan. 


Mr. Ever: Yes. 


The Witness: If you care to adjourn now, I will probably be able to put 
it in definite form by the time of your meeting, Mr. Chairman. 


The CHAIRMAN: Couldn’t you give it to us now? You have it in writing, 
I understand? 


The Witness: No, I have not got it in writing. 
The CHairMAN: Would you indicate about how much longer you will be? 


The Witness: Well, I should think I would be able to explain that plan 
definitely inside of an hour. 


The CHarrMAN: Well, we will adjourn until four o’clock. 
The committee adjourned at 12.55 p.m. to meet again at 4 o’clock p.m. 


AFTERNOON SITTING 


The committee resumed at 4 o’clock. 


The Cuairman: Mr. McGeer will proceed with his plan. 


The Witness: Mr. Chairman, at the noon-time adjournment I pointed out 
that the remedy I suggested was based upon a four-point plan; these four points 
are:— 

1. A national banking system controlling the issue of all currency 
and the monetization and issue of credit transferable by cheque. 
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2. A department of taxation empowered to prevent excessive 
accumulation of currency and credit note issue. 

3. A department of economy for the regulation and control of all 
internal trade and commerce. 

4. A department of foreign trade for the development, control and 
regulation of international trade, commerce, currency and credit. 


I think there is authority for this four-point plan in the Macmillan com- 
mittee report which was published, after being filed with the British govern- 
ment in 1931, and I should like to refer the members of the committee to the 
sections of that report which I think warrant the plan that I am outlining. Sir 
Josiah Stamp, in dealing with that report, made this statement: “The Mac- 
millan committee report is easily the best up to date textbook on the financial 
system. There is more here of intelligible exposition than can be found 
elsewhere.” 

Now, as I read that report, it marks I think in an epochal way the begin- 
ning of economic planning for the British empire. It says, in section 280:— 


The monetary system of this country must be a Managed System. 
The major objectives of a sound monetary policy are the avoidance of the 
credit cycle and the maintenance of economic and social stability. 


And points out that these objectives cannot be attained unless the money system 
is managed by “individuals placed in a position of unchallengable independence.” 
The words “unchallengable independence,” mean more than the mere independ- 
ence of political influence. It also means complete independence of one’s self 
interest. The managers of the money system must be placed in that same posi- 
tion of sacred trust and responsibility that we impose upon the members of our 
judiciary; because the management of the issue and circulation of the purchasing 
power medium of exchange is just as essential to the well-being of the social 
structure as is the administration of justice. 

Dealing with the necessity of the times, the committee says in section 118 
and addendum 1, section 2:— 


The best hope of a remedy (for the existing depression) lies in a 
monetary policy designed to increase the volume of purchasing power, to 
decrease interest rates, and to stimulate the spirit of enterprise and the 
volume of investment. 


This is simply nothing more than the statersent that the volume of active 
capital in circulation as wages, and as productive active capital must be increased. 
The report then deals with the bankers’ method of treating deposits. “Since the 
bankers, as a whole in operating practice maintain a cash proportion of deposits 
of roughly 10 per cent of the cash, the bulk of the deposits arise out of the 
actions of the banks themselves; for by granting loans and allowing overdrafts 
and purchasing securities, a bank creates a credit in its books which is equivalent 
to a deposit.” And if you want to find out in detail how under the English 
banking practices, which are now established in Canada, and in the United 
States, deposits are created, let me refer you to sections 70, 74, and 75 of the 
English Macmillan report, and you will find this, that the bankers as a matter 
of general practice, create deposits in this particular way: A man comes to a 
bank for a loan, and he deposits his securities with the bank; the bank then 
creates a deposit by making an entry in the banker’s books, which is transferable 
by cheque. By actual practice the bankers know that if they hold 10 per cent 
of their total volume of deposits in cash, they will have enough cash on hand to 
satisfy the demands of the public for till money or petty expense account money, 
and a sufficient amount under a modern banking system to settle inter-bank 
balances that arise when the issue of cheques against the bank fails to balance 
with the cheques deposited with it. 
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That does not mean, as a great many people do assume, that a bank with 
$10 or $100 of legal tender cash on hand, can, uncer all circumstances, issue and 
use $100 worth of bank deposits; but under favourable conditions when there is 
a speculative activity on, such as the stock boom of 1929, the banks can and do 
use aS money as much as 15 credit dollars to every doller of cash they have on 
hand. And in the Dominion of Canada, where the bulk of your till money is 
issued, on the bank privilege of printing its own money, a very small percentage 
of legal tender cash is held, and that is held almost exclusively in Canada for the 
purpose of settling inter-back balances. The creation of the vast volume, at 
least, 90 per cent of the medium of exchange that is now used to consummate 
monetary transactions, including the spending money ef the government, and 
the buying power of the consumer, is created by the operation of a bookkeeping 
system. That brings us to whether or not it is necessary to hold gold reserves 
against the issue of national currency or against the issue of monetized public 
credit in a National Banking system. 

In section 148 the Macmillan report says:— 


It is not necessary that the volume of note issue (the creation and 
issue of national bank credit, which I have added, because it is the same 
thing) should continue to be regulated as it is now, by reference to the 
amount of gold held in reserve. 

Gold should be held primarily to settle international balances and 
not to support domestic note issues. There need be no obstacle for the 
creation of a large increased volume of purchasing power, without any 
increase in the supply of gold. 


Section 45 of the report says: 
In the modern world gold plays in the main only an indirect role in 
the determination of price level, because the circulating media consist 
overwhelmingly of paper money and bank deposits transferred by cheque. 


What happens when governments spend money directly without going through 
the process of borrowing on interest bearing bonds. Section 24 and 210 of the 
report says: 

When governments pursue an inflationary policy (1.e., meet expendi- 
ture not out of revenue or loans, but by the issue of paper money, or 
as I propose) by the creation of credit in a national banking system forces 
are set in motion increasing profits and wages and additional spending 
arises. An expansion of credit and currency has a complicated effect upon 
the price level. 


Now, as a matter of fact, one of the oldest orthodox theories on economy, which 
has largely governed our whole monetary system up to the present time, is 
the quantity theory, which says, shortly, that all things being equal, prices 
rise and fall with the expansion or contraction of the volume of currency in 
issue or the -volume of buying power in issue. This is not true, and in the 
nature of things, it cannot be sound. If you examine W. T. Layton’s Standard 
Text Book on Prices, you will find in the chart at the back. of the book that 
while the volume of gold has steadily risen, the line of the chart since 1800, 
shows the volume of prices has steadily fallen. It is quite true that during the 
period of excessive expansion of expenditure such as in a war period, prices do 
rise; but they do not rise because of the increased volume of purchasing power. 
They are just deliberately manipulated upward or maintained at higher levels 
by governments for the purpose of increasing the activity of production. For 
instance, by governmental action the price of wheat was raised up and up 
until it got to $2.80 a bushel during the war period. But that was a fixed and 
pegged price. When we wanted to build ships or to do any of the things that 
were necessary to bring war supplies into being, we definitely raised the price; 
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but if you will examine what you can get to-day as compared with what you 
could get for the same money in 1800, you will realize that with the increased 
volume of purchasing power, the volume of production increased. We buy 
automobiles very cheaply to-day only because there are enough people in the 
world buying automobiles to make mass production of that extremely costly 
article a possibility. We can get units of travel on ships and railways and in 
hotels that a king’s ransom could not buy 100 years ago. That low level of 
prices on both the quantity and quality that we can get to-day is the result of 
an increasing volume of purchasing power. Very nearly every one of your 
pre-war academic theories are just as unsound as “the quantity theory of 
money.” The Macmillan commission do point out that when governments 
expand and increase purchasing power, prices that are very low due to depression, 
will rise; but they do not mean that of necessity the increased volume of pur- 
chasing power will raise prices and not lower them; because mass production 
and competition have always in the long run reduced the unit cost to the 
consumer. 

Now, when we come to the question of controlling prices, the thing which 
we formerly left to unbridled competition, and which we find out is not working, 
we find that the Macmillan committee in sections 24 and 210 say: 


There is nothing inherently impractical in the exercise of the gov- 
ernment’s power to deliberately control the price level. We should be 
ready to attempt the task and to gain experience by practice. 


In section 340 they say: 


If the view could be generally accepted that gold reserves to-day 
are held solely to meet temporary deficiencies in the balance of inter- 
national payments, and if their amounts were determined by what was 
reasonably necessary for this purpose, this would be the greatest safe- 
guard we can imagine against the risks of a future shortage in the 
supplies of gold relative to the natural growth of the world’s money 
income, for international purposes. 


When they come to deal with this depression and J think when you read 
and study the Macmillan committee report you will have to remember this, 
that it was written along about the time when it was not known whether 
England could or could not stay on the gold standard. Within two months of 
the filing of the report England was forced off the gold standard and it is 
because of that fact the addendum signed by McKenna and Keynes and other 
members takes on an added significance; but right in the main report you find 
this view: 

The vicious circle is complete. The decline of new enterprise has 
re-acted adversely on profits and prices, and the low level of prices 
stands in the way of new enterprise. It is for this reason that some 
of us think that in the domestic field it may be necessary to invoke 
governmental enterprise to break the vicious circle. 


The British government is moving with national credit to stabilize the pound 
in international world markets. They are contemplating all manner of public 
works and public enterprises, the electrification of railways, drainage and slum 
clearances are now beginning to be undertaken just in exactly the same way 
that the president of the United States, to break the vicious circle there, moved 
to put money into circulation by promoting a great program of public works 
and social services, that the committee pointed out in 1931 would be necessary. 


Here is the most important point, I think, in their whole report: 


A study of history would, we believe, confirm the opinion that it is 
in the changes in the level of prices and in the consequential alteration 
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of the position of debtors and creditors, entrepreneurs and workers, 
peasants and the tax gatherer, that the main secret of social trouble 
is to be found. 


If then, upon those conclusions of the latest text book on modern economy 
we can build for Canada a monetary structure, a system of planned economy 
that can stabilize the price level and eliminate those disastrous cycles, we 
probably will be doing something that will not only be a lead which the other 
nations of the British Empire can take, but as the outstanding overseas 
dominion of the British Empire, we will probably be able to do something to 
place the British Empire back in that leadership which will save this world 
from the disaster which must follow if pagan rule assumes control. And I 
propose to draw your attention to the possibilities of taking these recently 
defined principles in the Macmillan report and converting them into practical 
political action. In that connection I wish to submit to the committee a bill 
which I have drawn. Let me say, Mr. Chairman, that after some 20 years 
as a public man, some of which has been spent in the legislatures, I quite appre- 
ciate that the bill I have drawn would have to be submitted to revision. It 
is not submitted as a final piece of legislation; it is merely submitted as a 
basis, indicating the type and form of legislation that is required to put 
into effect the principles I have quoted. In trying to get my own ideas down 
to the point where I could convey them to others, I looked about for a practical 
analogy. My analogy is this: The circulation of purchasing power in the social 
system may be likened to the circulation of water in an irrigation system. If 
you have purchasing power flowing freely into a social system through the 
distribution of wages, you cannot have anything but good times, because wage 
earners spend their money. No matter what remedy you offer, gentlemen, you 
will never find a substitute for the weekly pay cheque, that provides the 
necessities and comforts of the workers’ homes. That is, and always will be, 
the basis of real prosperity in any nation. Water in an irrigation system must 
have a continuity of supply. You must have the means of putting it where, 
and when it is needed, and then in most cases it will run away itself, which 
credit will not do. Credit has a tendency to accumulate:and people fear, as 
a result of the accumulating power of money and credit and quite rightly 
recognize the danger of inflation; and I am not underestimating the danger of 


an excessive volume of medium of exchange poured indiscriminately into the 
social system. 


_ I think that this chart which I have drawn can portray how I would 
circulate in a continuous flow the medium of exchange that is necessary to 
maintain prosperity; and in this plan that I propose, I take away gold as a 
security for wealth, and I place the security for all wealth the purchasing power 
of money included, upon its real and proper foundation, the going concern 
activity of your social system. I give the government power to maintain the 
going concern activity of the social activities of the people. If we have an 
article and no one is using it, it will not have any value. If people stopped us- 
ing gold it would have no value. It does not matter how much gold we have, 
if people stop using it as money it would drop to $2 an ounce overnight. 
If we have a pair of shoes on a shelf, they are only valuable because somebody 
is going to destroy them by wearing them. You have got to circulate your 
purchasing power, not against a fixed thing like gold, but you have got to 
circulate your purchasing power against the destruction of wealth. You have 
to provide the means by which the consumer can buy and destroy and buy 
again. That can be done, and by so doing you can maintain the going concern 
values, and real asset of business, of labour, and all accumulated savings, and 
you can re-establish the value of provincial bonds and stocks and bonds of 
private industry, because if you put our social life into action, that enormous 
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volume of accumulated wealth the value of which is now in doubt, can be 
restored to active life and to price values. I do not think it is a difficult prob- 
lem, if we are willing to assume the responsibilities that go with it. 


Our national mint is available. The mint can do all that it is doing now. 


It can mint the copper coin, the silver coin, the nickle coin, and issue all the 
legal tender paper currency that is required to sustain the money system of 
Canada. It can take charge of all the gold and silver that is required to 
maintain the settlement of international balances. The mint is already avail- 
able and is doing part of that work now. There is no revolution necessary to 
put your mint to work doing all the work in issuing both metal and paper 
currency for internal use, and managing your bullion reserves for international 
use. Your national mint then provides your national bank with all the cur- 
rency that it needs, both for the supply of government and for the supply 
of the merchant banking system. 


Your national bank then finances the government, in exactly the same 
way that this bank that you are proposing by Bill 19 is going to issue money 
on a 25 per cent gold reserve. You would issue money by authorizing your 
national bank to exercise the power of government to create deposits and trans- 
fer them by cheque, you would issue to create national credits in a monetized 
form, instead of calling upon a private bank to monetize them as you do to-day. 
Did you ever stop to think what you do when you issue finance government 
to-day. You issue bonds carrying interest, but you issue them as a frozen asset. 
You cannot spend a bond because you cannot distribute it by a cheque, but 
you can take your bond into a bank and let the banker write a credit in his 
book, and then you can spend that bond, or its credit value, by writing cheques 
against the book-keeping system. Do you mean to tell me, that if you can do 
that in a private banking system that you cannot finance governments with 
national credits and national currency, issued through a national banking 
system? Of course you can, and the Macmillan committee, and even Alexander 
Hamilton in 1790, knew that you could do that. All right. Your government 
then is not limited for spending power. You do not have to ask people to live 
on a meagre allowance and to suffer destitution; you do not have to refuse 
your obligation to look after orphans, and see to it that a decent pension system 
is provided for your pensioners; you do not have to be niggardly in providing 
for the economic security of your own people after they have attained the 
age when retirement should be their privilege. Governments controlling che 
credit wealth of the nation can take upon themselves the power to function, 
in the expression of the normal desire of men. to use the wealth of the nation 
in the service of humanity. Men say to me, “ That is all very nice, McGreer, 
but the government would spend a lot miore money than they are spending 
to-day.” Of course they would. You have not got a city in Canada from Hali- 
fax to Alberni, that is of a class A 20th Century standard. Your railways are 
below standard; you have obsolete machinery in every industry; your schools, 
your hospitals, your universities do not measure up to the standard that we 
should have in the 20th Century. Yes, we could take every city m Canada 
and tear it down and rebuild it; and we would have to do that if we were 
going to attain 20th Century standards. And that would be a much better 
way of engaging the unemployed than the course we are now pursuing. Our 
serious unemployment to-day is not only in the men unable to exchange physical 
labour for a living. Our disastrous employment, Mr. Chairman, is the unem- 
ployment of the available intelligence; it is the unemployment of the enormous 
plant and equipment that we have available to create the things that men need 
for the greater comfort and greater contentment. 

Can we finance progress and prosperity? There is something wrong with 
us if we cannot. Yes, they say, if you do what you propose, how would you 
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handle the provincial situation? You have got nine provinces in the Dom- 
inion, each one jealous of its own autonomy, each one protecting itself, and 
unwilling to hand over to a national government the control of its internal 
economy. 


I would establish a sub-bank in each one of the provinces, and would see 
to it that the constitutional rights of the people of the province of Quebec, 
the constitutional right of the people of the province of Ontario, and the people 
of the Maritime provinces, and the prairies, and British Columbia, would not 
be interfered with in any such way as they might be interfered with if you 
create a dictatorship of money such as is now proposed. I would have those 
sub-banks correlated with your national banking system; and those sub-banks 
would perform the same banking service for your provincial governments and 
your municipal governments that your national bank provides for your national 
government. Yes, they would have to budget together. But we could do a 
lot of things that are necessary to be done in Canada under that system. We 
could unify the standards of education; we could make a uniformity in the 
standard of wages. For instance, out in my province—British Columbia— 
we are in the canning business. We propose to raise the standard of wages, 
the standard of working conditions, but we find ourselves competing with 
conditions that exist in Ontario and Quebec; and we find, to make our plan 
successful, that we have got to come and get into step and come into agreement 
with the operators in the eastern provinces. Yes, we could go a long way 
towards ironing out those differences by having a uniform system of financing. 


Then, they say, you pay all the expenses of Government with a national 
issue of currency and credit, and you would have everybody working and 
everybody prosperous. And my answer is, Yes. And I think that that is more 
of a normal condition in this age of plenty than having a few abnormally 
prosperous, and the bulk of us wondering where the next meal is going to come 
from, and a whole army of us deliberately in destitution unable to get any- 
thing but the meagre doles of government charity. The day before I left 
Vancouver, 200 men appealed to the local gaol to be locked up so that they 
would have a place to sleep. That is not good enough. 


Now, they say, what would happen, would you pour out money for every- 
thing? Yes, I would. I would build better schools, better institutions. I would 
pay men to go to school, and my standard of issue would not be gold, but it 
would be based on the elimination of unemployment. Is that unsound? If I 
invest public credit in making for the health, the wisdom, and the content- 
ment of the people, am I not creating the soundest form of security upon which 
the economic system can rest? Then, if so, what would you do to carry away 
the surplus of money that would be put into use through your system, you 
would have the worst kind of inflation. But you can take care of that situa- 
tion. We have perfected the technique of issuing credit as a substitute for 
money. That technique has been perfected by the bankers. But what have 
we done with taxation? We have perfected the power to tax a man out of 
everything he owns. Now, if you correlate your power to tax with your power 
to issue national currency and credit you can hold your volume of money pur- 
chasing power, or credit purchasing power at any level you want. You must 
set up a department of taxation. Each of your provinces and each of your 
municipalities have a similar department. They work in cooperation to regulate 
circulation but they do not tax to maintain government, but they tax to prevent 
inflation. What taxes would be used? No new taxes. Just as I say, you use 
no new technique in issuing credit to finance government, because the banker 
is using a bookkeeping system to finance government loans. You just use 
his technique; you use the technique in taxation that you are now using. Your 
probate and succession duty taxes, your income and excess profit taxes can 
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be used to prevent men from accumulating more than they should. I do not 
want to see fewer millionaires in this country than are here now, I want to see 
more. I do not want to see men regimented into a position where the exact 
amount that they are going to be privileged to have is fixed. I want a greater 
measure of economic freedom and economic opportunity, but I do not want 
any multi-millionaires, I do not want to allow men to accumulate far too great a 
share of this world’s credit power. That is part of our trouble to-day as it has 
been in the past. If you exercise the power to put public credit into circulation 
augmenting the circulation of private finance, you can prevent the disaster of 
inflation by withdrawing credit and currency from circulation by imposing 
municipal, provincial, and national taxation; in that way you can place the 
circulation of buying power under control, you have the power to establish 
prices, and even can maintain your level of business at any standard you want 
to. 

What would I do with the merchant banks? I would create much more 
business for the merchant banks. I would create a volume of purchasing power 
in circulation that would put the legitimate business of the merchant banker 
upon a much higher plane than it has ever been on before. 

What is the business of a merchant banker? Surely it is to take people’s 
money and deposit it and add it to the capital of the merchant bank and to 
wisely invest it in safe productive activity. That is a legitimate private enter- 
prise, and a service that every prosperous community needs, and I think it 
would be a great mistake at this stage, whatever may develop later, to talk 
about socializing private finance or nationalizing the merchant banking system. 
The merchant banking business operates just as the Canadian merchant banking 
system was originally intended and as it did function up until recent times. It 
is only in the last twenty-five years that our Canadian banking system has 
gone into the business of financing long term credits. Your Bank Act in Canada 
never was intended to permit our merchant banks to do what they are trying 
to do to-day. The late heads of the Bank of Montreal never agreed to that 
kind of thing. Financing 30, 60 and 90 day credits is the business of the 
merchant banker. The merchant banker under my proposal, can invest deposits 
up to the amount of the money that is deposited with him and, up to the amount 
of their own capital. The merchant bank can make investments in the social 
system, but under this system they cannot issue credit as a substitute for 
money. That is a privilege that they never should have enjoyed; that is part 
of the public domain and it should be restored to government. And in taking 
that power away from the merchant banker, you are only taking away from him 
something that he has not been able to manage, and that he never was entitled 
to possess. Yes, your merchant bank can function successfully in the system 
I propose. 

Let me point out to you, that on this question of inflation there are more 
dangers than merely the issuing of national currency. There are at least four 
ways by which the system can be disrupted, by a disturbance in the price level. 
National governments can issue too much credit; and they can issue too much 
of interest bearing credit as well as free credit. Banks can issue too much bank 
deposits; they can inflate, and they can encourage digastrous speculative 
booms. 

Now, in so far as those monetary factors are concerned, they are con- 
trollable under the monetary system, but you cannot control such a situation 
as this by any monetary system, I do not care what it is. If I want to go out 
and buy a $25 share of mining stock that is worth only $3, it does not matter 
how much money is in circulation, if people want to go crazy on prices they 
can; you cannot control them by managing the monetary system. You cannot 
prevent, by monetary action or monetary management, men forming a trust 
which monopolizes a commodity and regulates its price either upward or 
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downward. Those are factors that are non-monetary. You cannot, for 
instance, by putting out money and bringing it back again prevent the milk 
driver’s union from raising the price of milk, we will say, to a point that imposes 
a disastrous imposition upon the plumbers’ children. You can work out those 
differences that creep in to the various structures of our social system; and 
there are great discrepancies between those structures. You take the structure 
of medicine, the structure of law, the structure of industry, the structure of 
labour, structures interlocking throughout; there are many very great disparities 
that under a proper system of economy can be ironed out and a greater equity 
established. 

You can do those things by setting up a department of economic control. 
When I spoke of that before Mr. Roosevelt inaugurated the N.R.A., some people 
said those things could not be done. Well, they are being done in Italy; they 
have been done in Germany; they were being attempted in England, and with 
all the ballyhoo that is going on, it is being made plain that they are being 
attempted at least in the United States; but I have no hesitation in saying that 
the Roosevelt program must fail. You cannot succeed on an economic scheme 
of planning for a nation unless you are prepared to nationalize and administer 
credit, because the cost of government is bound to increase, and if you try to 
pull yourself up with your boot straps and load yourself with national debt you 
are only moving to disaster. And unless Roosevelt carries out the plan which 
was indicated recently by the chairman of the Reconstruction Finance Corpora- 
tion, that if the bankers do not put credit into circulation the president would 
be forced to nationalize the banking system, the United States is headed for 
one of the worst economic disasters that has ever hit that extremely unfortunate 
country. It is inevitable. Take the chart of national debt: 
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And, in 1934, it has increased to something between thirty-two and thirty-seven 
thousand million dollars. Yes, they have heaped their debt up, but the depres- 
sion has not been cured in the United States. The credit corporation grew into 
the Reconstruction Finance Corporation, and all that Roosevelt has done to 
date is to extend the measure of assistance that Hoover contemplated by borrow- 
ing credits and spending at the expense of greater national debt. That is 
bound: to end in disaster, and that is what the Macmillan committee pointed 
out must be avoided. 

Now, when you set up your department of economic control, it is not 
necessary to socialize everything—to pigeon-hole everybody in a definite place. 
I think that all that department of economic control needs to do is to work 
along the line that has been recently suggested in a great many places in Can- 
ada, of improving the ethics of business by establishing codes, by eliminating 
the dangers of extremes. Yes, if you see your people headed for a disastrous 
speculative spree such as they were on in 1929 in stocks, or if you see them 
going crazy on gold, as they are to-day, or if you see any of those real estate, 
or timber or commodity booms in process of formation, your economic depart- 
ment of control can step in and prevent it going to the extreme and disaster. 


It can also prevent the selfish man and greedy individuals from exploiting 


privileges. 

It is in that way that I think we can secure a great measure of success, 
and a more effective expression of true democracy. What we can do is this: 
We can change our system of government which is anti-christian. We can 
abandon the pagan practices of ancient Rome. To-day the government is very 
largely an institution; that it is maintained for the purpose of creating 
monopolies and privileges under which a few enjoy the protection of the gov- 
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ernment in their deliberate scheme of plundering the multitude. Now, that 
was one of the very things that the old roman emperors, governors and senators, 
saw as an objective of conquest. They set up their various privileges and 
monopolies, and then used the power of the government to protect and main- 
tain them. I do not venture to say that we should wipe out all private freedom, 
but we can bring everyone under a reasonable measure of control, so that we 
do not need to socialize the whole system. 

Under my system, you can have a system of planned economy in Canada. 
You can finance government and progress by a judicious issue of public credit; 
you can regulate its circulation and avoid inflation by taxation and you can 
control prices, wages, production, distribution and competition by economic con- 
trol. And then everyone will say, Well, what about national buying power, we 
cannot live alone, we are producers of surpluses of agricultural and natural pro- 
ducts that we must exchange for the products or the currency, or buying power 
of other countries. And with that I agree. International trade in Canada must 
be increased, but it must be put on a sounder basis than we have had in the 
past. 

How can you manage your international trade? You must set up a 
Department of International Trade whereby your people can be prevented from 
buying more than they are selling, and I think in a very short time, in this 
20th century, we are also going to learn that favourable trade balances are just 
as dangerous as unfavourable trade balances. These must be avoided. We 
are coming to a recognition that international trade is not economic war but 
a fair exchange; we are also coming to a recognition that each nation must 
consume the equivalent of its own productions. You have got to be aware 
of what is taking place. Japan goes down to India and makes a bargain—not 
a Japanese merchant making a bargain with the Indian cotton grower—but 
the Japanese government with the government of India, a protectorate of the 
British Empire, and the bargain is: We will take 1,500,000 bales of cotton from 
India if India takes 400,000,000 yards of cotton print goods from Japan. And 
the bargain is closed for a five-year period. The United States goes to Brazil 
and trades wheat for coffee. England enters into a number of bargains with 
Denmark, Belgium, and different European countries, including South American 
countries, to take a specific amount of the certain things that they are import- 
ing in consideration of an exchange of goods. In the World Economic Confer- 
ence, Litvinoff sat down with the representatives of the British government 


and the American government and consummated a bargain to take dollar for: 


dollar in goods. Similar bargains have been made by Litvinoff with Italy, and 
with France, and with Germany, and with Czechoslovakia. 

Gentlemen, as those charged with the responsibility of Canada’s future 
trade policy, how are you going to continue to live in 20th century trade unless 
you are prepared to create the facilities in Canada that will permit you to 
trade with other nations that now have those facilities definitely established? 
On the first day of April, after a three-year program, the nation of Japan 
completed its organization whereunder Japan now has complete control of the 
international credit and trade activities of the Japanese people. And Russia 
has done the same thing. I do not propose to suggest that we should pattern 
our policy after that of either Japan or Russia; but I am suggesting to this 
committee of the Canadian House of Commons that we cannot afford to ignore 
what those nations are doing—Japan controlling Manchuria, and Russia with 

~a vast area of undeveloped wheat lands yet available. If we are not prepared 
to move we had better prepare to build tariff walls around Canada, because 
they will be bringing in Russian wheat, and Manchurian wheat, and Man- 
churian flour and Russian flour, and selling it cheaper than we are doing at 
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home. We have already had something more than New Zealand butter coming 
to the Canadian Pacific coast. We have had some shipments of Australian 
flour that came in when the exchange rate of the dollar and the Australian 
pound made it possible to undersell Canadian flour right on the Pacific coast. 

Yes, you have got that problem to deal with, and you cannot escape it. If 
you ignore it and refuse to accept the responsibility that is yours, then your 
nation is going to suffer. Your Department of International Trade can do this: 
I do not say that it can balance always the exact amount that you buy with 
the exact amount that you sell, but I do say, that by proper management you 
can keep your balances within those rather circumscribed limits that are pos- 
sible out of the available gold reserves. When you realize that in 1928 you 
did upwards of $2,600,000,000 worth of visible trade, and if you add your 
invisible trade to that, I think it would probably come close to four thousand 
million dollars, when you are doing that much trade, Mr, Chairman, and 
gentlemen, you have got to balance pretty carefully to be able to settle any 
difference that might come out of a possible one hundred million dollars of 
gold, and that is one thing that I would like to draw to your attention now. 

If we are going to break this depression with gold under the plan of increas- 
ing the value of gold and issuing currency by buying gold at high prices, by 
exchanging nonconvertible credit for gold, this is what we are actually doing: 
We have made our bank credit and our national credit convertible. We bought 
the increased gold production. When a man digs gold out of the ground now 
he exchanges it for a nonconvertible credit or a nonconvertible currency, and 
the gold is then put away in reserve for international purposes. President 
Roosevelt was apparently advised that if he would put the price of gold up 
to #35 an ounce and buy it at that price, that foreigners would sell their gold 
to us and secure American money with which they would settle their debts to 
the United States, and in that way the buying power and the spending power of 
the American government, would be increased, but, in addition to that, if the 
price of gold increased to $35 an ounce foreign countries will sell their gold 
to us and use that money to buy American goods. Well, it has not worked out 
that way, because Great Britain, instead of falling in line with that policy, 
turned round and started to buy gold at the same price, and instead of selling 
her gold and liquidating her debts to the United States she is conveniently over- 
looking the debt to the United States for the time being. There was nothing 
provided in the last budget for the debt payment. Other countries are not 
dropping their tariffs to let American goods in, and they are not going to. 

For those who think that we can bring prosperity about in that way, let 
me say that you would have to raise gold to something over $100 an ounce, and 
you would have to use silver at a proportionate increase in price to that. My 
own studies have led me to this conclusion, that even if we are going to use gold 
and silver in the future for international settlement bases, we will probably 
have to raise the price of gold to $50 an ounce and the price of silver to $3 an 
ounce to get enough silver and gold bullion to maintain the possible international 
trade, that can be done, but it is a great mistake, I think, at this time, to put 
a tax on gold in Canada. One of the things that we should be doing is, I think, 
bonusing the production of gold so that we can liquidate more effectively our 
tremendous foreign debt to the United States. 

Now may I just refer the committee to what I think can be done under this 
plan? Suppose we take the Canadian wheat situation. Wheat is a large product 
and is produced in great volume in Canada. When the prairie farmer is able to 
buy canned goods in Ontario or British Columbia or lumber or manufactured 
goods, we have fairly good conditions in the Dominion. Could we have such 
good times if there were no world market for wheat at a money price, I think we 
could. I think we could with a national banking system; and mind you, the 
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national banking system could finance the purchase of goods that go into the 
international trade department for distribution abroad. I would pay, under this 
system, $1.50 for Canadian wheat, and I would correlate the price of lumber and 
wages and other commodities to that base price of $1.50 for wheat, and I would 
put that base price of $1.50 for wheat into the department of economic control 
and have them use it out as a guide for the basis of other prices in the Dominion. 

When I pay the farmer $1.50 of Canadian credit for his wheat, he would 
have $1.50 to purchase Canadian goods. Then, if I took that wheat and sold it, 
I might get more or I might get less; but all that I wouid have to recognize was 
that possibly of my importations of tropical gocds, fruits, teas, coffees, and a 
host of things of that type, that we cannot produce, it might have to be less but 
I might have more. 


Mr. BAKER: Suppose you could not sell wheat at all, what would you do? 


The Wirness: I would say if the time ever came when we could not sell 
wheat at all, on a basis of fair exchange, we had better get ready to live like 
the Eskimo; but I cannot conceive of that condition ever happening. Well, I 
cannot answer an absurd question which I cannot conceive as a possibility, 
because there is no possible answer. 

What I say is this: I am living in a world of practical men, conceiving that 
there are practical things to consider and practical times with which to deal and 
practical problems and practical questions to answer. I venture to say this, that 
there will be no time within the next 400 or 500 years when we cannot take our 
surplus of lumber, wheat and fish and agricultural products and exchange them 
for all we want of the goods we do not produce in Canada. I can take to-day 
canned salmon, lumber and fish into a dozen tropical countries, and bring back 
more lemons, bananas, teas and coffees than the people of Canada could eat. I 
can go to Japan and get all the silk necessary to clothe every farmer’s wife in a 
silk gown, if I am willing to give out wheat and fish for it, and lumber. There 
is no difficulty in getting the goods that we do not produce. I can take the goods 
that we produce into Germany to-day and exchange them for another class of 
manufactured articles that we do not produce here. I can finance the Canadian 
standard, I can improve my international importations by intelligently managing 
trade. I cannot do it if I leave the Canadian unit of exchange in the hands of 
men who manipulate money in New York, London, and Paris. I know that it 
will not work out, and other nations know that it will not work out, and we are 
forced to set up some measure of economic independence in the administration 
of our own wealth. We can do that in Canada. I think it will be very surpris- 
ing if you made an examination to-day and found to what extent men in other 
countries have through this depression become self-supporting. You cannot 

‘ignore what they have done in Italy; you cannot ignore what they are doing in 
Belgium and Holland. Modern science is not confined merely to electricity and 
engineering. Look at modern fertilization and modern conservation of food and 
your cold storage plants. By this means you have eliminated the wastage of 
the 19th century. A triflingly small amount of food produced to-day goes a 
much longer way than it did 100 years ago. Yes, if we are going to live in the 
20th century, we have to develop 20th century national economic machinery. If 
we do that, we can live in abundance. It is stupid and absurd for you to con- 
clude that a civilization that can manage the circulaticn of electricity cannot 
manage the circulation of its own credit and that it cannot manage the progress 
and development of its own trade. 

I say this, and I do not say it facetiously or caustically, in my studies of 
economics, and I have not gone at them like an undergraduate, I took up the 
study under the direction of university professors, and I asked them for every- 
thing they had in the way of curriculum; I went at it with the mind of a 
mature man with some experience in politics, with a very wide knowledge of 
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Canadian conditions which I gleaned from my association with transportation 
problems of this dominion over a period of nine years. I found that there is 
not a single problem in monetary economy that takes you out of the realm of 


simple arithmetic. You can use bookkeepers in a banking system, but you 


cannot use mathematicians. You can use nothing but plain reason and simple 
logic in practical economics. You cannot get into the realm of abstract think- 
ing, because it does not apply to the practical problems of what we commonly 
call economy, which is merely the business of making a living, producing and 
creating the wealth, the goods and services and comforts that men need to live 
on. There is nothing abstract about getting people enough sugar, tea, clothes, 
bedding, housing and fuel. That is the problem that you have to deal with; 
it is a plain problem and a simple problem that every man in public life is 
quite competent to deal with. It is true that quite a number of problems have 
to be put together and correlated into a system as a whole. But if you take 
the four point plan that I have suggested and liken it to the four wheels of an 
automobile, you can see the four administrative facilities upon which we can 
build the structure necessary to carry the social system, as long as those four 
wheels are working, your automobile will go along. But they must all work 
together. 

There are other questions that you have asked me, and I should like to 
deal with them now. They say first of all, where would you get the men to run 
this system; who can you trust with it; we cannot get politicians in Canada, 
who are honest enough to be entrusted with that responsibility. As a politician, 
I resent that, and knowing public men in Canada as I do, I think that the high 
traditions of public service that have been established in Great Britain have 
been well maintained in the Dominion of Canada. Look at what we are now 
doing? We quit farming out revenues and we established an official tax 
collecting department. To-day we collect our excise taxes and our custom 
revenues, and all manner of taxes. Whatever complaint there may be by the 
taxpayers of the Dominion of Canada, it is not to be found with the officials who 
administer that system. Quite true, we have an occasional break in our public ser- 
vice, and we repair it without delay. They have those breaks everywhere. A public 
opinion that can drive a mayor out of New York, that can put a secretary of 
the interior of United States government in jail, is able to maintain a decent 
respect for public service in the United States. Do we assume that our sense 
of public responsibilities is not as high as theirs? There is no reason for so 
concluding, if you set up the right kind of machinery, and place responsibility 
on a group of men to administer it, that the same high service both in efficiency 
and honesty that has obtained in the past in all public undertakings, will be 
maintained. I know that you say this depression is due to a reckless public in 
Canada that no one could hold in check. It was not the public that went wrong 
in the boom, my friends. Bankers, railway administrators, business men in 
every walk of life, expanded far beyond the needs of the time in the firm 
conviction that we had solved the problem of managing credit and that we 
would have an unquestioned period of great expansion. It was not the public 
that built the Royal York Hotel in Toronto; it was not the public that built 
the Canadian National Hotel in Vancouver; it was not the public that built 
the enormous stores in Toronto and Vancouver; it was not the public that built 
the Royal Bank of Canada in Montreal, or the Royal Bank of Canada building 
in the city of Vancouver. It was the mistaken officials, the group of men in 
charge of affairs that led the public on by their own evidence of confidence in 
the future. Now, I say, that to avoid those boom activities, should be a matter 


of real consideration by a group of men who have no interest other than that of 


maintaining a fair rate of progress. That can be done. 
To come back to the other point, the most significant thing that was written 
into the Macmillan report is not that the system should be a managed one, but 
{Mr. G. G. McGeer | 


688 SELECT STANDING COMMITTEE 


that it should be managed by men of unchallengable independence. You must 
put these men in charge of this responsibility in a position of being responsible 
to the government and to the people of the nation for the honest and efficient 
administration. When you establish that public duty, you will find no difficulty 
in getting men to administer it. You have plenty of men among the officials of 
the Canadian Banking system to-day. I have no hesitation in saying that men 
like Jackson Dodds of the Bank of Montreal, and M. W. Wilson of the Royal 
Bank of Canada, could function just as effectively and administer a banking 
system of this kind as they are now functioning as the officials of a privately 
owned organization. 


Mr. Fraser (Northumberland): Is not that a contradiction? 
The Wirness: Well, I do not think so. 
The CHamrman: Let him proceed. 


The Witness: What I say is that if you are called upon to administer 
for a private concern, a scheme which has the objective of creating private 
profit, and you prove that you can make a real success of that, it proves that 
you can manage a similar scheme when its purpose and policy are directed to 
create economic security in the nation, because the two functions are identical. 
It is not a change in the type of man so much as a change in the aim and object 
of the policy of your system. No, that is not a contradiction. 

Now, at another juncture, you say to me: How would you prevent greedy 
business men and self seekers and exploiters from getting into that scheme? 
Well, I don’t fear that very much, but for those who want it taken care of, 
I would put a couple of additions to the Criminal Code of Canada, and I think 
there is no reason why these should not be added. We look upon killing the 
King as a treasonable offence. Now, I do not know of any more serious type 
of treason than that of disrupting the economic structure of the nation. I 
would simply add another clause to the definition of treason, and it would be 
as follows: “Anyone who corruptly interferes with the proper and lawful 
operation of the administration of the Bank of Canada or any of its correlated 
affairs is guilty of treason.” JI would also add: “ Anyone is guilty of treason 
who conspires with any person to corrupt the administration of the Bank of 
Canada or any of its affairs, or to secure any fraudulent misuse of national 
currency or to frustrate the proper and lawful administration thereof.” Those 
additions to the Criminal Code would give a very great measure of protection 
against those who want to pollute the economic system. You might have to 
pollute the economic system. You might have to shoot a few men in Canada 
to keep your system going properly; but you would not have to shoot very many 
of them before the rest would know they would have to leave it alone. 


The CuatrmMan: Mr, McGeer, you must be very tired now. Are you 
pretty nearly at the end of the elaboration of your theory, or would you like 
to sit down and let those gentlemen ask you some questions? I am sure your 
physical endurance must be exhausted. 


Mr. Suuiivan: He is a pretty good talker, I like to hear him. 


The Wirngss: You do not need to worry about me. I can stay here for 
a week. 


Mr. Irvine: Can you, Mr. Chairman? 


The Wrrness: I do want to say that I appreciate the hearing I have had 
from this committee, and I want to thank you for the assistance I have received 
from yourself, Mr. Chairman, I appreciate your remark as a very kindly sugges- 
tion, but I do want to answer any question that any member of the committee has 
to ask me, and I do want to submit to whatever examination the bankers care 
to submit me to. I have attacked their proposal, their system, and their 
administration of it, and I do not want them to feel that even though I am here 
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at my own expense, I do not want to hurry back to Vancouver without submit- 
ting to every examination that they wish to put me through either by them- 
selves or through any counsel they care to bring. 


The CHatrman: Now gentlemen, have you any question? 


Mr. Lawson: What I should like to ask is hardly a question. The witness 
has referred several times to a four point plan. It may be that my simple 
mind is not sufficiently alert to pick up those four points. So far, I have only 
got one, namely, that we should have a national banking system. 


The Witness: Do you want me to give you the four points? 


Mr. Lawson: I should like the witness to give me, in a few words, points 
I, 2°73) and 4. 

The Witness: The four point plan consists of, the national bank for the 
administration of public credit, the taxation for the purpose of controlling 
circulation and avoiding inflation; economic control for the purpose of avoiding 
disruption of non-monetary factors, and a department of international trade for 
the management and regulation of international trade and credit. 

Mr. Geary: These two departments, taxation and economic control are 
government departments? 

The Witness: Absolutely, that is the theory. And they would, Mr. Geary, 
as I see the plan, function very closely with your national banking directorates 
and other governmental departments. They must all mesh in together. 

Hon. Mr. Macxpnziz: You said in your evidence in chief that you were 
going to separate the ordinary functions of the mercantile bank from the control 
over the national credit, but you are going to allow the banks to carry on as 
they are at present without the control of credit. The difficulty that I have 
in dealing with your scheme is this. If you have the ordinary mercantile bank 
and deposits are allowed there, is there an automatic working of the credit 
system with the private bank system, and how do you control that? In other 
words, where is the line of demarcation between the national credit control and 
the private banks? 

The Wrrness: I provide in the act I have submitted, a section which takes 
over the assets of banks, guarantees the deposits, and provides that the merchant 
bank shall function on the basis of loaning only or investing only the total amount 
of their deposits and their capital invested. Now, if you have no further control 
than that, the bank can pyramid loans. For instance, I could put a thousand 
dollars in the bank, and it is loaned to someone else. That person deposits the 
loan and it is loaned to someone else, and then up goes the pyramid again. The 
only way you can stop inflating on that basis, is to give the national bank power 
to compel the banker to re-deposit with the national bank whatever amount the 
national bank director sees fit to keep the system in line. 

Hon. Mr. Macxenzin: Do you also suggest control by limiting time exten- 
sions of credits? 

The Witness: Well, those time extensions of credits are not a serious matter 
in a merchant bank. The cream of your merchant banking trade is 30, 60 and 
90 day credits and your bank in a system that functioning normally has a fair 
turnover, and does not have the difficulties that we are having in times like 
the present. -All our banks to-day are carrying an enormous load of credit. That 
is a matter that a private banking system should not be called upon to carry at 
all. That is one of the conditions of the time. If business were going along 
normally, you would increase the total volume of the merchant banking business 
five or ten times; but these are not normal times. Under this system, I think 
your bankers could make more money on that greater volume of business than 
they are making to-day, although they have the doubtful privilege of issuing 
eredit and withdrawing it. 
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If I might draw the committee’s attention to the Macmillan committee 
report on that, you will find that it is a very illuminating section, and it will not 
take me a minute to read it. They propose controlling the trade of the country 
by reason of lowering the rate of interest, and by controlling and expanding 
credits. That was dealt with very fully by the Macmillan committee in 1931. 
You will find a discussion on pages 97 and 98, and a further more elaborate dis- 
cussion on pages 121 to 123. It is their reference I should like to give you now: 

There can be no doubt in our judgment, that “bank rate policy” is an 
absolute necessity for the sound management of a monetary system, and 
that it is a most delicate and beautiful instrument for the purpose. 


I think it was John Maynard Keynes who put that touch of sarcasm in there. 


If we had a more complete knowledge both scientific and statistical 
of what is going on in our economic system, it might be possible to act 
sooner with greater advantage, to correct aberrations before they have 
gone too far and thus keep business and enterprise on a more level keel. 
It would be better (if it is possible) to develop greater power of diagnosis, 
and not to depend so much on comparatively late-appearing symptoms. 


The banker acts too late. That is how the thing works ont, and that probably 
forced the committee on to write this section of the report:— 


Bank rate policy is quite a proper instrument, not only for the cor- 
rection of temporary disequilibrium in the international loan market, but 
also for regulating the pace of expansion and enterprise at home and for 
putting pressure on costs to accommodate themselves to changes in our 
relative situation or in the international price level. But it is only ade- 
quate by itself for such purposes within certain limits. 

They acknowledge that the monetary system would not do the things that must 
be done on the departmental economic control. Now, here is what they say:— 


When substantial changes in the level of our industrial costs are 
necessary to correspond to substantial changes in the value of money, 
changes in bank rate alone cannot hope to achieve all that is necessary. 
In such a case, however necessary it may ve that bank rate policy should 
be employed to maintain the international value of our currency, some 
other supplementary means must be found to restore equilibrium. For 
consider how bank rate policy works out in such a ease. Its efficacy 
depends in the first instance on reducing the profits of business men. When 
in the effort to minimize this result, output and employment are con- 
tracted, it depends on decreasing the amount cf business profits and 
increasing unemployment up to whatever figure 1s necessary to cause 
business men either to decrease their costs by additional economies or to 
insist on, and their workers to accept, a reduction in wages. But public 
opinion does not easily acquiesce in such a process. And the reduction, 
if and when effective, will fall unequally, and unfairly on those sections 
of the community who are least protected by contract, least able to 
defend themselves, and often least able to afford the sacrifice. 


And here is the situation to-day described by the committee: — 

Moreover, those who are in charge of our monetary system will— 
naturally and exclusively—be reluctant to carry through so ruthless a 
policy to its proper conclusion, with the result that we may continue for 
a long period in a depressed condition with severe losses and severe unem- 
ployment and yet with not enough of both to compel by force majeure 
the necessary readjustment of incomes. Moreover once such a condition 
of depression has become firmly established a policy of dear money will 
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no longer be necessary to ensure its continuance; for it will contain within 
itself the seeds of its own perpetuation. 


Now, what is report saying there is exactly what we are experiencing. Your 
bankers come in and tell you there is only one remedy, tighten your belts and 
wait for adjustments. You have had that before. Out in Vancouver, we have 
wiped out every dollar of equity in real estate in that city. I venture to say— 
and I do not care to mention other places, but from what I read in the news- 
papers—it must be very similar to that in the city of Montreal. Supposing British 
Columbia defaults, or a city defaults, what happens to the holders of the bonds 
of that community? Why, they must, of necessity, drop on the market. That 
constitutes a capital levy on the holders of that type of security. But, you say, 
unless you prevent the banker from getting too much credit out, the remedy is 
so drastic that he really has not got power to correct the situation; he must have 
some supplementary force, and you must prevent him from pyramiding bank 
deposits on bank deposits and inflating debts and debt claims. 


By Mr. Geary: 


Q. Mr. McGeer, do I judge from that last sentence of yours that you think 
there is now quite a great inflation of credit distinguished from currency?— 
A. Might I put up a chart upon that particular point, Mr. Geary? JI do not 
know whether you can see that or not, but I can give it to you in a word: 
These are our gold reserves for 1914, 1920, 1929, and 1933. They increase 
slightly, but without any appreciable difference. You can see that your gold 
reserves from 1914 to 1934 took an average of one hundred million dollars. 
Your notes in circulation, that is, your Dominion legal tender notes rose, up to 
1920, and they have steadily fallen, with slight variation from year to year, 
until 1934. Now, that is your money. Your cash in the banks, which consists 
of all the cash they have, foreign money, legal tender, and currency, climbed, 
up to 1920 and then fell away. Then your bank deposits rose from 1914 to 
1920, and they continued to rise from 1923. They fell, from 1920 to 1923; 
that was the collapse of 1921. Then they started to climb, and up to the peak 
of the boom you had a further inflation of bank deposits, although gold and 
cash were declining. Then, in 1929, came your collapse, and naturally your 
bank deposits fell away considerably. You will be surprised to learn that the 
decline in Canadian bank deposits, was, in percentage, as great as the decline 
in bank deposits caused by bankruptcy in the United States. Now, you have 
in your national public debt your debts claim. From 1914 your national debt 
was $265,000,000, I think, in 1914, and in 1920 it was $1,500,000,000, and by 
1929 it had climbed up to three thousand million; but your real debt that was 
accumulating in the post war period was your municipal, your provincial, and 
your private debt; that was the serious climb. Then your total of public debts 
started to climb again in 1929, and has gone up, and will continue to go up as 
your depression continues. 


By the Chairman: 
Q. You do not include in your national public debt the national railways?— 
A. Well, I think that is all in there, Mr. Chairman. 
Q. I should not think so, and in that respect the chart is wrong?—A. 
$9,500,000,000. 
Q. I am speaking of this chart here, number 3—A. No, no. 


By Mr. White (Mount Royal): 
Q. The Dominion debt is about four billions including the railways?—A. 
Well, I have only put in what I call the national public debt, Mr. White, exclu- 
sive of the railways. As a matter of fact, if I included the railway debt I think 
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my chart would be more in my favour than otherwise in connection with the 
point I am making. Then you come to your public and private debts, that is, 
your national, municipal and provincial. There is your mountain of debt in 
Canada. Gentlemen, if you ever think you can pay that mountain of debt 
with this system of gold and money without a national administration of public 
credit, you are more optimistic, I think than you have any reason to be, 

Mr. Irvine: You have a right to ask us, I think, how we are going to do it. 


Hon. Mr. Evupr: Mr. Chairman, I merely want to clear up one or two 
points. I do not know whether Mr. McGeer suggested in his condemnation— 
if I may use the word—of the present Bill 19 to establish the Bank of Canada, 
that he would establish for that a national bank which he proposes to establish 
by the tentative Bill which he has filed there. 


By Hon. Mr, Huler: 

Q. Am I correct in that?—A. Yes. 

Q. And that bank would have the issuance of all currency, and of all credits, 
if J am to put it that way?—A. Yes. 

Q. I think you also stated, that there was a danger that there might be 
inflation under that, and that you would correct that by the exercise of taxa- 
tion?—A. Yes, sir. 

@. Would you say what factors would enter into the contemplation of the 
proposition which would lead those in control of taxation, if you like, to form 
an opinion as to when inflation takes place? Just at what point do you think 
inflation would take place, and at which point corrective taxation could be 
applied? Perhaps I might as well ask all of my question at once and perhaps 
you will answer then. In connection with the credit which has to be issued 
by this national bank, which I assume would be publicly owned, how would 
that credit get to the people, or the purchasing power, how would that get to 
the people? Would it get to the people in the same way as it is proposed in the 
Central Bank, and which we have now through the present chartered banks, 
or would this national bank that you propose deal directly with the public? 
Another question A. Just a minute, Mr. Euler, you are putting a lot of 
questions. 

Q. Well, answer those first—A. You say, first, when would your board 
of directors working with your department of economic control and your 
department of taxation begin to put on the brakes? 


Q. Exactly —A. To prevent inflation—right from the beginning. Instead 
of flooding out excessive credits, it would try to get enough in circulation to 
pay your debt—you have enough debts—municipal, provincial and national 
now—to bring our standard down, your taxation burden could be relieved 
gradually without inflation causes and danger. The Right Hon. Mr. Borden 
brought to the attention of the Canadian people, I think at last year’s annual 
meeting of Barclay’s Bank, the fact that the cost of government in this 
Dominion is now in excess of the total income of the Canadian people, that is, 
the cost of municipal, provincial, and national government, and I think that 
he was quoting an investigating group of men from the Chamber of Commerce 
of Montreal. I am not just conversant with that, but I think he was quoting 
the figures of their investigation that now shows that your cost of government 
exceeds your income. Now, there is no necessity of using the power to issue 
credit to flood it out on a crazy basis. 


Q. When did the flood begin?—A. I say that under this system you can 
break the depression in twenty-four hours. Now, people laugh at that, but 
they laugh because they do not understand how easy it is to finance a war. 
If war were declared to-morrow our people would go to work using national 
credit, and we would break any country, or we would build our defences to 
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prevent any country breaking in by putting our people to work, and we would 
not be short of medium of exchange to do it. Every man in this room knows 
just how we did it in 1914 and we were broke then, just as badly broke as we 
are to-day. I would place at the disposal of every city in Canada, every 
village in Canada, every county and rural organization in Canada, every pro- 
vincial government, and every national department of government, the credit 
that would permit those established organizations to do the work that is now 
erying to be done. J would inaugurate an extensive program of public works 
by letting them bring their standards up to where they ought to be. And I 
would put enough credit in circulation throughout the Dominion of Canada 
to put enough people to work to start the wheels of industry so that all would 
go to work. And if you did that all across Canada you would probably be 
surprised at what a small amount, comparatively speaking, of national credit 
you would need to put in circulation to get your wheels going. In Canada 
you are not a developed country. Just look at this chart here. 


By Mr, Irvine: 


Q. Before you leave that point, Mr. McGeer, would you please explain 
how a mining corporation, or a manufacturing company, would obtain credit? 
Would they obtain it from the merchant bank of your description there, or 
would they obtain it from the provincial bank in the form of national credit, 
or how would it come to them, assuming for the moment that there were not 
enough real savings?—A. Well, they would go to the merchant banks. 


The CHatrrRMAN: That is a mere matter of mechanics, getting it across. 


The Witness: You would not change the technique of what you do to-day. 
If you want to finance an enterprise to-day what do you do? You go to the 
merchant banker and he says, I am not prepared to put credit into that organ- 
wation. You say, I will go to a bond company, and the bond company says 
they will not put credit into the organization, then what do you do? You go 
to the public and sell stock; you cannot change that system, but if the Canadian 
merchant banking system go to the government bank, that is, the national bank, 
and state, “We are prepared to create deposits by making loans to the news- 
print industry, to the gold mining industry, or to other various lines of industrial 
activity,’ then they would discuss that matter with the headquarters banking 
organization, and the wisdom of creating deposits for financing undertakings of 
that kind would then be considered. Now I do not say, that as the result of 
that kind of consideration there would be an intelligence that would be final 
and complete and perfect? No, I do not. But I do say, that it would be better, 
and probably sounder and wiser, and more judicious than the judgment that is 
now controlling that type of investment. On your question, Mr. Euler, here is 
your situation: You are very much afraid of inflation, and quite rightly so, but 
let me point out to you, that you have this much wealth in Canada, thirty 
thousand million dollars, according to your Year Book estimates, and only 
$200,000,000 of money, and that is all the money you have issued. Why are you 
afraid of inflation of national currency when the banker has issued $2,000,000,000 
of bank deposits against $3,000,000,000 of bank assets? 

Hon. Mr. Euter: I am not afraid. 

The Witness: Well, pardon me, I mean why are we frightened by people 
who talk against inflation when our little bit of money is only a portion of the 
amount that our actual creation of wealth justifies? I go further than that 
and I say this: That we have thirty thousand million dollars of wealth in 
Canada, but there is no reason why we could not have three hundred thousand 
million dollars. We are a new country; we have ten million people, and there 
is no reason why we should not have twenty-five million. I venture to say 
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that we can take care of over one hundred million people in Alberta and British 
Columbia alone, because we have got the resources and the territory to do 
it. I can run that line of thirty thousand million dollars of wealth up if I put 
the Canadian people to work to three hundred thousand million in twenty-five 
years, and under an intelligent system of public administration where economic 
security is established, in a self supporting country—and we are a self support- 
ing country in Canada—we may not be self supporting in a very high standard 
of living from the point of view of certain luxuries, but we can live pretty well 
on Canadian products. J can run that line up and J can increase our popula- 
tion to twenty-five million people. I can bring enough Americans across, even 
putting a tariff immigration barrier on them, that I will not let anybody come 
into Canada unless he brings $5,000 of American cash, and I can get enough 
Americans to come over and give their American currency up to the national 
bank to liquidate Canada’s debts in the United States. Yes, you put in a 
sound taxation system, a decent system of administration of justice, and you 
would have no difficulty in getting not only a million Americans but a million 
Britishers that are living in the United States to come back to Canada and live 
in the British Empire, and if you bring a million people back with $5,000, 
each that is, five thousand million dollars, more than enough to pay your 
American debt. Now, you asked me how I would get wages into the hands 
of the people. Just as easily. How did we put the purchasing power into the 
hands of the people during the war? We put them to work at ‘$1.10 a day 
in the the army and we put them to work in factories at $5 a day, and we 
paid them interest on the investments they made in national bonds. Do you 
mean to tell me there is any difficulty in putting wages in the possession of the 
Canadian people to-day? Why, they are crying for wages, and the merchants 
are crying to have them possessed of wages so that they can buy. The whole 
basis of my scheme is the elimination of unemployment, by what? Creating 
those useful public works and extending those social services that give people 
decent and intelligent employment in every part of the Dominion. 

Hon. Mr. Evter: I would like Mr. McGeer to understand that I am not 
criticizing his scheme at all, I am merely asking for information, and the thing 
that occurred to me is, that supposing ordinary banks through whom that credit 
in future is to be issued declined to issue that credit, I am wondering how it 
would be accomplished? 


The Witness: I missed your question, Mr. Euler. I want to answer that. 


By Hon. Mr. Euler: 


Q. Well, it grew out of the other.—A. I do not think it came before. The 
national bank, and the provincial banks, finance all governmental expenditures; 
the merchant banks have nothing to do with that. Now, you say supposing 
the merchant banking system refuses, for some reason, right or wrong, to advance 
credits that were necessary, that is, they have deposits and hold them and will 
not put them out, do you mean to suggest what I would do with them if they 
did that on purpose as a retaliation against the national banking system 
Q. Not necessarily for that reason—A.I mean, if they did it for that 
reason, then I would apply the section of the Criminal Code that makes that 
treason, I would line the boys up. I do not want to deal with a question so 
important as that facetiously. I have every confidence in the merchant banking 
system to exercise their privileges under a proper system intelligently, and I 
venture to say, that in the administration of credit under this system, despite 
all we might say about the banks in condemnation of those that are responsible 
for this system, we have got very little complaint to offer to the officials of the 
Canadian Banking system for the want of or for lack of willingness to co-operate 
with Canadian business and industry, and Canadian government in working 
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through this depression. You can depend upon your merchant banker to act 
with reason and with intelligence, and with an undoubted degree of integrity in 
handling the deposits of other people. 

Q. If I understood you correctly, it should be possible for the government, 
through government owned banks—whether the provincial banks or the national 
bank—to raise money, if you want to put it that way, by borrowing from the 
banks rather than by selling bonds upon which interest must be paid?—A. They 
do not borrow from the banks. 

Q. From the national bank itself. That is the point, would it possible, 
under your system, so that the national government would not be put to the 
necessity of borrowing by way of issuing bonds upon which interest must be 
paid, but which they do now, and where would you draw the line?—A. I would 
say, that that is again a matter of intelligence. Men say to me, Oh, oh, that 
would not work because you would have the same thing happen that happened 
in Germany. Is that what you have got in mind? Well, let us bring out the 
ghost of German inflation. Mr. Jackson Dodds was out in Winnipeg, and he 
made a speech to the people out there, and he properly drew their attention to 
former attempts to manage national credit and the disasters that had come to 
them. He referred them to Continental money, and to the German inflation, but 
he did not say very much about Russian inflation. Now, those things are brought 
up to frighten people. As I pointed out this morning, governments of the past 
did not have the knowledge or the capacity for government that we have to-day, 
and German inflation came as a result of dire necessity. There was a situation 
in Germany like this: Germany had a French army in possession of the Rhur; 
Germany was called upon to pay international gold obligations that she could 
not meet; Germany had to resort to a device of strengthening her credit position. 
To do that, she resorted to a designed and deliberately planned scheme of infla- 
tion for the purpose of liquidating her internal debts. Germany put the printing 
press to work; she kept the gold standard; she printed mark notes repayable 
in gold; she deliberately encourage the rise of the price level, and she printed 
marks by the carload—not only in hundreds, thousands, and millions, but in 
trillion mark notes. Now, printing presses do not run themselves, and you 
cannot get a printing press to produce a trillion mark note unless somebody 
ordered a trillion mark note to be produced. Has any man the right to say, that 
a proposal of national administration of credits should be judged by the possible 
consequence of inflation when it is used to liquidate internal debts, by the pro- 
cess of printing German mark notes redeemable in gold, to the point where their 
redemption in gold becomes an absurdity? Supposing at the same time that 
Germany had resorted to that device they had adopted a price controlled system, 
they could not have got the results of inflation. Supposing they had abandoned 
gold, they could not have got that result. What did they do in Russia? They 
resorted to the same thing. Lenin, when he took charge of Russia, said, I have 
got to destroy the power of merchants and others, and the only way I can do it 
is by destroying their money, which he did by inflation until Russian money 
lost its value, but in 1931 when Lenin realized that currency was necessary, he 
decided that he had to resort to the capitalist instruments of money banking, and 
he re-established the money system, but it was a national money system, and 
to-day you do not hear a banker talking about the Russian currency system. 
Your budget for 1934 in Russia is forty-seven thousand three hundred million 
roubles. They built the largest canal system in the world between the Baltic 
and the And they double tracked the trans-Stberian railway, and 
they have spent more money both for their homes and for labour, and have 
built the greatest line of industrial machinery that has ever been assembled by 
any country. They have put in one of the most extensive educational and health 
systems in existence to-day, and at the same time they have built one of the 
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greatest war organizations in the world, placing their aeronautical power second 
to that of France. Japan has done the same thing. Because you can drive an 
automobile over a cliff or take it down a street at a break-neck speed and 
destroy life and property, there is no good reason for concluding from that that 
you could not drive an automobile at all. Because you can do things with a 
foolish, and unsound and absurd administration of national credit, that is not 
a reason for going bankrupt for want of trying to administer your own credit 
wealth with intelligence. If there are public men available who say that we 
must act without intelligence in the administration of our public affairs, if that 
be true, then, of course, it is futile to talk about coming out of this depression, 
because if we are not intelligent enough to manage our public credits then we 
have no right to look forward to an era of peace and plenty. 

Q. I was just wondering to what extent that could safely be carried?— 
A. It is a matter of human intelligence. 


By Mr. Baker: 


Q. In your four-point plan, or your four-wheel plan you have what you 
call a department of external trade and exchange. That is very important, it 
is really a quarter of your plan?—A. Oh, I think it is like an automobile. It 
is a four-wheel plan, but if one of them goes out of business the whole machine 
would stop. 

Q. In conection with the working out of your plan, you started off with 
the premise that you are going to sell these goods to the other nations, but sup- 
posing you could not, supposing you had a surplus of wheat such as we have 
to-day, and supposing you had other things which you could not sell then what 
would happen that one-quarter of your plan, if you could not market these 
goods? Such things have occurred. If that wheel failed, the part which is 
dependent upon other nations, how would your plan work out?—A. Well, you 
are practically asking me the question, if I drop dead before I get back to my 
hotel how am I going to eat my supper to-night? I won’t bother eating it. 

Q. That is not an answer at all. I simply am asking for information. Will 
you kindly tell me how your plan would work if that wheel broke down? 

The CuHatrMan: Gentlemen, it is now six o’clock. We have had a very 
exhausting, and, may I say, a very exhaustive discussion to-day. I am bound 
to tell you that we cannot carry on this discussion any longer; we have too 
much else to do. This committee will adjourn till Thursday at ten o’clock when 
we will take up Bill 18. 


The committee adjourned at 6 p.m. to resume on Thursday, 3rd May, at 
10 a.m. 
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House or Commons, 
Tuourspay, May 3, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 o’clock 
a.m., Mr. R. B. Hanson in the Chair. 


The CuHatrMAN: Gentlemen, will you come to order please. When we 
adjourned, on Tuesday evening, after a very full hearing of Mr. McGeer, I 
announced that we would go on with Bill 18 to-day. I understand that Mr. 
McGeer is back here to-day hoping to be heard. Of course, in the final analysis 
the matter is in the hands of the committee, but I just suggest to you, gentle- 
men, that we used Mr. McGeer very well indeed and gave him a very full and 
courteous hearing; that he was able to put across his message, or whatever it 
was, in the fullest possible manner. I am reminded by an editorial in one of 
the morning papers that our reference from the House of Commons and our 
instructions are to consider these Bills 18 and 19 and not to deal in monetary 
theory; I would like to remind you further that this committee has been sitting 
for weeks and we have not made very much progress. But, if it is the wish of 
the committee to hear Mr. McGeer—and the committee must take the respon- 
sibility in the final analysis—I am not opposed to hearing him or any witness. 
We have here to-day a representative of the United Farmers of the province of 
Quebec whom we are to hear very briefly. The matter is now entirely in the 
hands of the committee as to whether we shall recall Mr. McGeer for cross- 
examination or proceed with this Bill after hearing Mr. Reed. 

Mr. Irvine: Mr. Chairman, I think we all agree with you that we have 
certainly given Mr. McGeer a very fine hearing, and I do not think he would 
have any complaint, or could reasonably have any complaint, if we did not hear 
him any more. Personally, I would like to ask Mr. McGeer a few questions; 
I do not know whether anybody else desires to do so or not; but I would just 
like to recall him to answer questions for twenty minutes or half an hour. 

The CHatrMAN: Can you undertake that he will stop at twenty minutes 
or half an hour? 

Mr. Irvine: We could give him twenty minutes or half an hour. 

The CHatRMAN: The matter is in the hands of the committee. 

Hon. Mr. Ruoprs: I may say that I subscribe to the view expressed by 
the chairman. We have given a whole day to the hearing of Mr. McGeer, who 
came here on his own initiative, and we gave him a good hearing. I think 
that we should make progress. It is not possible for this committee to revise 
the financial system of this country, even supposing Mr. McGeer is right and 
we are wrong. That is a matter for the House of Commons and Parliament. 
We have our instructions in this committee to deal with these two bills, and 
we have gone rather far afield, and I think we must draw the line somewhere. 

Mr. Irvine: I think there are some things on the record that either ought 
to be corrected or explained. 

Hon. Mr. Ruoprs: So far as I am personally concerned, if Mr. Irvine 
can undertake to finish with Mr. McGeer in half an hour, I have no objection; 
but it is one thing to turn on a tap and another thing to turn it off. 

Mr. McGispon: Mr. Chairman, I move that the committee proceed to 
the consideration of the Bill. 
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Mr. McPuee: Mr. Chairman, I consider that one of the functions of this 
committee is to hear evidence, and when I heard the evidence of Mr. McGeer 
the other day I must frankly say I was very much impressed with it, and I 
think it is up to our banking friends who have been sitting on our left to break 
down that testimony, if they can, and, if they are not able to do it themselves, 
they should bring counsel learned in the law to do so. As Latimer said to 
Ridley in the days of old: “ We shall this day light such a candle, by God’s 
Grace in England as I trust shall never be put out.” Mr. McGeer said some- 
thing last Tuesday that will take some time to contravert, and I submit he 
should be subjected to further cross-examination. 

The CuarrMAn: What are the views of the committee? There is a motion 
before the chair. 

Mr. DonNELLY: We are here to deal with Bill 19 and that Bill deals with 
monetary conditions, and monetary conditions have taken a great upheaval 
these days. We know that our economists, and financial interests in England, 
said that it was necessary to stay with the gold standard and not many months 
afterwards England went off the gold standard. We heard in those days 
that inflation was some kind of a disease, and to-day we have inflation and 
all parties are agreed to it. Mr. McGeer came here the other day and he put 
forth a theory. I do not say whether I agree with him or not, but I do say that 
if Mr. McGeer can appear before us this morning for an hour, or half an hour, 
to answer questions and to give us an opportunity to ask questions that is all 
we want; limit him to a certain time and see that he answers questions. 

Hon. Mr. Evuer: I want to support what Dr. Donnelly said. We had 
Mr. McGeer here for five hours the other day—a long time for a witness to 
speak—but I think it was our fault, if there was any fault in it, because I 
think all the members of the committee, as well as others, were intensely 
interested in what Mr. McGeer had to say. Now, it does seem to me that what 
Mr. McGeer said was pretty much a waste of time, if he merely pronounced 
his theories and we are not given the privilege of exposing the fallacy of them, 
if you like, or of getting further information upon points with which we are 
not satisfied. It seems to me it is only fair to give the members of the com- 
mittee an opportunity to question him a little further. If you like, limit the 
proceedings to an hour. 

The CuarrMAN: Mr. Euler, you have put a new angle on it from the stand- 
point of the committee. Mr. McGeer, would you be satisfied if the committee 
gave you thirty minutes for cross-examination? 

Mr. McGuer: Mr. Chairman, I am simply a public man offering my services 
to Canada at this time. I am not concerned as to how much or how little time 
the committee gives me. I am here, and I am at the disposal of the committee 
to do with me as they will. 

Mr. VauuANce: Mr. Chairman, I would say that when the members are 
through with Mr. McGeer we pass a resolution saying that we are through with 
him. How can we tell whether twenty or thirty minutes will do? Mr. Irvine 
may want ten minutes and some of the other members may want ten or fifteen 
minutes. I think it is only right and proper that Mr. McGeer should be heard 
and that we should have an opportunity to examine him. 


Hon. Mr. Ruopes: It is a matter for the committee to decide, but may I 
point this out, without any desire of unduly restricting Mr. McGeer’s time, that 
there is already evidence before this committee—nearly 200 pages of Mr. 
McGeer’s evidence—given before the Royal Commission on Banking in which he 
covered a great deal of the same ground in the same way that he did on Tuesday. 

The CuHarrMAN: Practically all. 


Hon. Mr. Ruopes: And he could have used his time to greater advantage 
had he dealt with new matter. 
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Mr. Irvine: I think that is true, Mr. Chairman, but at the same time we 
were not present to ask Mr. McGeer questions when the Commission was sitting, 
and the other day when he was here we did not get a chance to ask him any- 
thing, and I think one or two of us would certainly like to question him. 


Hon. Mr. Cuapuin: This is a matter for the committee itself to decide, and 
not a matter concerning Mr. McGeer or the time he has taken. If the committee 
wants the privilege of examining him, the committee should have that privilege. 


The CuatrMan: Dr. McGibbon, would you withdraw your motion. 

Mr. McGrsson: Yes, Mr. Chairman. I look upon this whole thing as 
nothing but propaganda—to listen to a speech here; it has nothing to do with 
the task that has been assigned to this committee. 

Mr. McPuep: I resent that statement. “All is infected that the infected 
spy, as all looks yellow to the jaundiced eye.” 

Mr. Vatiance: Not only that, but this committee has to deal with Bill 19, 
and further examination is of moment to the committee. 

The CHarrMAN: I think we agree that we will have Mr. McGeer for cross- 
examination by those members of the committee who want to cross-examine 
him, but may I express the wish that the time for cross-examination be limited, 
and that we will get back to real business very, very shortly. 

Hon. Mr. Morann: Do not turn this committee into a study club. 


The CuamMaNn: This committee is not a study club. I do not think the 
members are right when they say that we are here to study monetary subjects. 


Mr. G. G. MoGrsmr, K.C., M.L.A., recalled. 


By Mr. Irvine: 


Q. Before I ask any questions, may I say that I can assure Mr. McGeer 
that I agree absolutely with his criticism of the banking system and with a 
great deal of what he said in his suggestions as to improvements in the bank- 
ing system; but there are one or two points in his evidence upon which I would 
like to question him so that we may have more clearness and a better under- 
standing, at least, on my own part. 

I understood you Mr. McGeer, to say during your remarks—I have not got 
your evidence here—that orthodox economists accepted and always had accepted 
the quantity theory of money; did you say that?—A. Yes, and that Bill 19 is 
based on the quantity theory of money. 

Q. Would you mind giving us names of a few of the orthodox economists 
who agree with that theory ?—A. I would say the standard school of economy of 
Oxford or Cambridge—well at any rate of London University, Edinburgh, Yale 
and Harvard—I do not know of any university that does not base practically its 
whole teaching in monetary economy on the quantity theory. 

Q. And orthodox economy, as far as the banks are concerned, is practically 
based on Adam Smith and I think I may say that the bankers here would agree 
with you in the view that you expressed on money; but, as a matter of fact, I 
do not think it is correct that orthodox economists accept the quantity theory 
of money nor that present banking is based on it?—A. I would disagree with 
you on that. 

Q. I understood you, at another time, to say that money had nothing to do 
with prices?—A. I said that of necessity it did not have anything to do with 
prices. 

Q. I understood you to say that prices were fixed arbitrarily?—A. I think 
you are probably off. I say that the quantity theory of money which says that 
prices rise and fall with the expansion and contraction of credit, all things being 
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equal, is unsound, because I say that as the volume of purchasing power increases 
the volume of consumption increases and the unit price falls unless manipulated 
upwards. And that has been the story of the fall in the price level since 1810. 
It fell from a high level to a low level of to-day while your volume of credit 
purchasing power has risen to its highest level in 1929, and to-day to a higher 
level than outside of that particular time. 

Q. I am glad to have that admission expressed because that is what I think 
you meant, and because I think it is erroneous. It may interest you to know that 
the bankers here expressed precisely the same view. They say, if prices rise, 
production increases, and with that some of us disagree. I think you said, as a 
part of your contention, that the price for wheat was fixed during the war. Are 
you aware that the price of wheat was fixed to prevent it from going too high 
rather than to raise it to a certain standard?—A. No, I do not agree with that. 

Q. I think you will find that is a fact. May I ask you, if prices are 
arbitrarily fixed, who fixes them when they go down?—A. Well, I would say 
that over-production and want of distribution of wages would have something 
to do with that. 

Q. The want of distribution of wages would be due to the lack of purchasing 
power?—A. Yes. 

Q. So that the lack of purchasing power has something to do with falling 
prices?—A. Certainly. 

Q. Therefore your contention would not be true that the volume of money 
in circulation had anything to do with prices?—A. I did not say the volume of 
money in circulation, I said the volume of money in issue. They are different 
things. But my contention has been throughout, if you have followed me, that 
it does not matter how much money you have in issue, how much banknotes, or 
silver coins, or gold coins, or banking credit transferable by cheques you have, 
unless the circulation of it is distributed through the channel of wages it cannot 
affect the price level. If it fails to go out in wages, the people are unable to 
buy and naturally you will have a temporary fall in prices, and after a while, if 
your volume of consumption reduces to too low a level and your costs of pro- 
duction increase then the ultimate end of that will be a rise in prices. If you 
will persist in confusing circulation with volume of issue then, of course, we are 
talking about two different things. 

Q. I am not confusing two different things; if there was confusion you con- 
fused it. I am pointing out that you said that volume had nothing to do with 
the prices? —A. The volume of money in issue. 

Q. I think I recall that you said that velocity of money was one of the 
theories of the bankers that had no meaning and was a fallacy?—A. I never said 
any such thing as that. 

Q. Is there such a thing as the velocity of money?—A. The velocity of 
circulation? 

Q. Yes?—A. Of course there is. 

Q. What did you have to say about that in your evidence?—A. I said 
that in the matter of velocity of turn-over, where people spend their own 
money they are acting independent of the banker, and that is not a thing that 
can control by purely monetary management. If I go out and buy real estate 
or stocks and turn over my purchasing power at prices which are unsound, 
I, as an individual owner of banking credit can, quite independent of the 
banker, create a rise in prices. The banker and monetary management has 
no control over it, and, as I pointed out to the committee, that could only be 
controlled by a department of economy empowered to fix and regulate prices. 

Q. Then you stand for an arbitrary fixation of prices apart from the 
monetary medium?—A. I not only stand for it, but I say if you are going 
to have a normal activity in an age of plenty you must exercise that control 
I think I pointed out, that economic contro] must be used in trade and commerce 
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for the same reasons that you now control the traffic in your streets. I do not say 
it should be done down to—the limit of an exact or discreet point, but I say 
you must at least prevent the speculative boom activity rising too high and the 
valleys of depression falling too low. 

Q. That is all right. I am not asking you to argue it. I do not want to 
argue with your point of view. So you would have prices fixed arbitrarily 
instead of by manipulation or regulation by banks?—A. I refer you to section 
210 of the Macmillan Committee Report on that point. 

Q. Unfortunately, I have not got your evidence—I do not think it is out 
yet—but I think if you look at your evidence you will find that what you said 
about velocity of money is much more emphatic than what you say now, but 
I can speak only from memory, and I will let that point drop, I think I recall 
that you said that inflation was certainly a bad thing and something that we 
very well might fear?—A. I said that uncontrolled inflation was a dangerous 
thing, and that all men looking towards a planned system of economy might 
well concern themselves about the danger of it. 

Q. What do you mean by inflation?—A. I mean inflation in the broadest 
sense—not inflation on the issue of money as against gold, but an excessive 
issue of the total volume of money that would be required to maintain a normal 
rise in the standard of living. 

’ Q. You are speaking of the volume, not of the circulation?—A. Yes. 

Q. Then, out of your own mouth, you say that inflation is a greater volume 
of money in circulation that ought to be; presumably, you mean a greater 
volume of money than would be warranted by the goods on the market to be 
purchased by it?—A. Well, capacity to consume and capacity to produce. 
What I fear is the depression of glut and over-production. 

Q. Then, you would say that volume of money does have something to do 
with prices?—A. No, I do not see— 

Q. I did not confuse it this time. That is your word. All I want to get 
at is the point of view. Now, just a question or two more. I am quite sure 
you will agree with me when I say frankly to you that I want to get the reforms 
that you are talking about just as badly as you do. I think that you are, sir, 
an adherent of the Liberal party. May I ask if you expect to get these reforms 
you were talking about yesterday through and by the Liberal party?—A. 
Well, as far as I am concerned, I think I made that clear. I said that in British 
Columbia we have succeeded in taking this issue out of party politics. As far 
as Liberals are concerned, I think they are almost in as much need of enlighten- 
ment as the members of the C.C.F. and that is very, very much. As far as 
my friends in the other party are concerned I have no hope of ever reforming 
them at all. 

Q. As long as you have the idea that you have no hope of your party doing 
it, then, of course, you will discover the party that is advocating these things?— 
A. We have a great deal to do converting Liberals to liberalism and Christians 
to christianity in this world. 

Q. I think that is quite true. I agree with you on both counts. 

-Q. Did you make a new proposal yesterday, Mr. McGeer? In your proposal, 
is there anything fundamentally different from what is now in practice in finance 
in Canada; I mean in the matter of policy, not in administration; if so, what is 
that point of difference?—A. Well, what I did say was this: That instead of 
issuing national credit, provincial credit, and municipal credit, in the form of a 
frozen non-monetary interest-bearing bond, I propose to finance government by 
the direct issue of national currency and monetized credit. To-day you finance 
government by issuing bonds that are not spendable until you convert them into 
bank currency or bank credit transferrable by cheque. You to-day borrow, from 
a subsidiary organization of the government, that is, through the banking system 
that is created by the laws of parliament, what you call money, and whether 
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you borrow it by an overdraft to a broker, or by the use of a credit standing to 
some depositor who may go through the form of purchasing a bond, what the 
government is actually paying interest for are bookkeeping entries which convert 
the credit value of the government bond into a monetized credit that can be 
transferred in any amount by the use of a cheque. You do not borrow money, 
and have not borrowed money for probably thirty or forty years to finance 
government. My proposition to you is based upon war time experience. A 
government can escape the obligation to pay interest and to collect taxes from its 
people by establishing a national banking system. 

I would change, under my system, the levy of taxes for the purpose of main- 
taining government to that of maintaining a proper and correct volume of credit 
and purchasing power in national currency, purchasing power in circulation. If 
you have got the two points that I make, the correlation of the power of the 
government to issue with the power of the government to withdraw from circula- 
ion the purchasing power in the channels of the social system, then you will see 
that the proposal is one to eliminate taxes in the sense that we now know. That 
is the most sweeping and fundamental change that has ever been proposed in our 
social system, because it makes the power of the government in the matter of 
the creation of governmental spending power unlimited. In addition to that, it 
places the government in a position whereby it can maintain the circulation of 
purchasing power. It does more than that: It places the government in the 
position where it can eliminate confiscatory taxation. It does more than that: It 
places the government in charge of the social system and the government is 
superior to the banking system. Now, to-day what you do is this: You are 
sitting in this committee room proposing to pass a Bank Act which will establish 
a control over the nation’s credit in a subsidiary corporation that actually makes 
that corporation superior to the government. 

Q. I get your point there Mr. McGeer; I am quite in agreement with you 
there, that the bank should be government controlled in all instances, but the 
mere ownership by the government of a banking institution, or any institution 
whatsoever, will not in itself effect the cure we desire, that is my point. I want 
the difference in policy, not a matter of administration, because all that we are 
doing if we go from a private corporation to the public, we have only altered the 
method of administration, we have not altered the policy, and what I want to get 
at is the essential difference in policy between what you propose and what is now 
being done.—A. Well, you have got that. 

Q. If that is your answer that is fine. Then I understand that in the 
technique that you propose—I may be wrong in my understanding of this—first, 
that you would not continue the checking system so far as the government 
issuance of credit or monetizing of credit is concerned, but you would, on the 
contrary, issue or monetize credit in the form of currency, is that right?—A. No, 
I never made any such suggestion. I said that I would issue copper coins and 
currency in exactly the same form that they are issued to-day through the 
national Mint, that the national bank would set up exactly the same technique 
of creating credits and issuing cheques that the private banking system adopts 
to-day, and that that checking facility would be available to the government 
and to any individual that wanted to use the national bank. 

Mr. Irvine: That is a point on which I probably misunderstood you. 

The CHatrMAN: Does anybody else want to ask Mr. McGeer any further 
question? 

The Witness: Might I just explain one point, Mr. Chairman? 


By Mr. Hackett: 

Q. I have a question or two that I would like to ask, Mr. McGeer, and I 
ask them with some trepidition because you have been described as the 
“redoubtable” Mr. McGeer. I suppose you have been maligned by the newspapers. 

[Mr. G. G. McGeer] 


BANKING AND COMMERCE 703 


before?—A. You know, Mr. Hackett, we are not always responsible for the view 
of either our friends or our enemies. 

Q. No, or of the newspapers?-—A. No. 

Q. I wanted to ask you, Mr. McGeer, if the theory which you have pro- 
pounded—and unfortunately I was not here on Tuesday to hear you—is your 
own?—A. I would say no. 

Q. Is it a theory that has ever been put into practice or application any- 
where, to your knowledge?—A. Yes. Delisle Brock put the thing into practice 
in Guernsey Island, in 1818. I gave the reference the other day; I have not got 
my notes with me, but I will let you have that book; it is in the library here. 
“An Experiment in Communal Currency” published by J. Theodore Harris. 
In Guernsey Island they created a bank of their own; they issued their own 
currency very carefully secured, in the first instance, for redemption by a levy 
of excise duties. They built the Guernsey Island market place; then they built 
a college; they rebuilt the streets; they built the quays, and they developed— 
as he describes it—an island which was in a deplorable condition of stagnation 
and want into a veritable paradise of happiness. There was one bank there 
at that time. Then another bank came in, and the banks objected to the 
Guernsey Island states issuing money because they claimed it was a vested 
right and the privilege of the banking community. The matter was argued in 
the council chamber. The bankers were themselves members of the chamber, 
and eventually the bankers made a bargain that the government would go out 
of the business of issuing its own currency and financing its own activities, and 
leave that to the banks, but that the banks would pay a substantial portion of 
the cost of the government of Guernsey Island for the privilege of carrying on 
the monopoly of issuing currency as the Bank of England had done. That 
experience in Guernsey Island—while it is small—between 1818 and 1837, I 
think, gives you a pretty complete picture of an operation of which a government 
decides to finance and to eliminate taxes as a basis of. finding the means of 
seeing a government through. In addition to that, may I say that in the time of 
the continental wars when continental money was used, at the time of paper 
money in France, at the time of the use of assignats; at the time of the use of 
greenback currency, in everyone of those instances— 

Q. And I suppose you go on and say in Germany?—A. I dealt with Ger- 
many before. You would not have asked that question if you had been here, 
because that is pure nonense. You would not have fallen into that trap if you 
had been here before. 

Q. I am so grateful?—A. What I am pointing out is this, that in every one 
of those instances the national power, or the power of government to issue 
purchasing power has been resorted to. I went over before you were here the 
whole question of the difference between our power— 

Q. Do not let me take you further afield. What I wanted to ask you was, 
if your theory, or any part of it, is in application in Japan?—A. Well, I would 
say that they were using the government’s power to issue currency, very 
definitely, yes. 

Q. And your system would eliminate the banks, would it not?—A. I said 
no. I would put the merchant banker in charge of the business of merchant 
banking, but I would not let him issue credit as a substitute for money; I would 
not socialize your banks or take away your right to carry on a merchant banking 
business, if you wanted to. 

Q. Is your system identical with that of Major Douglas?—A. I have read 
Major Douglas’s books, and some of his plans, but to be perfectly frank with 
you, I cannot myself, as a politician, just see how I could put Major Douglas’ 
theory into a statute. Mind you, I do not want it to be taken from that that I 
conclude,that it cannot be done, because I have learned a long time ago that 
merely because I do not see a thing is not proof that it is not there, 
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Q. Will you go this far with me—and I will preface the question by telling 
you that I cannot understand Major Douglas’ theory—will you say that you 
do not understand it in its entirety?—A. I do understand it, but I say I see 
difficulty in putting it into effect without establishing a complete socialization 
of almost everything. 


Mr. Hacxerr: That is all, thank you. 


By Mr. Jacobs: 


Q. Did the scheme which was put into effect in the Island of Guernsey 
ever extend to the Island of Jersey?—A. I am not sure about that, Mr. Jacobs, 
but I am rather inclined to think that it did, but just to what extent I do not 
know. It is a matter of record. I wanted to get the story of Guernsey and I 
hunted all over to get that book of J. Theodore Harris, and finally found it in 
the Library here. That little book is here and it is well worth-while reading. 

Q. What is the population of Guernsey Island, or what was it at that time? 
A. Oh, I think it would only be a few thousand, but remember this, the 
issuing of money in a community of a thousand is, in principle, exactly the same 
thing as the use of money as a medium of exchange in a community of five 
million or one hundred million. 

Q. It would be more in the nature of a municipal regulation when applied to 
small Islands or other communities?—A. You see, they have their own parlia- 
ment, they are not governed by England; they elect their own representatives 
just as we do in Canada; they have their cities, and agricultural industry, and 
their established industries, all that. 

Q. And national debt?—A. Probably. I mean, they have everything we 
have, and while it is small you can, see the whole picture of the operation. 
The difficulty in modern economy, Mr. Jacobs, is the fact that our transactions 
move in such great numbers and with such speed that we only get a blurred 
picture of the whole activity of the social system. We cannot see the detail of 
its operations. 


By Mr. Hackett: 
Q. When did they abandon their scheme in the Guernsey Island?—A. 1837. 
The CHamrMAN: Gentlemen, are we through with Mr. McGeer? 


By Hon. Mr. Euler: 


Q. If that scheme worked out well, as you say, up to 1837 and was then 
discontinued, why has the government of that Island not restored the system?— 
A. As I say, they gave authority to the banks to carry on if they would pay a 
proportion of the cost, a substantial portion of the cost of government, and that 
carried on, but you can see quite clearly that the banks there corrupted the 
state’s parliament and dominated it— 

The CuHarrman: Oh, well— 

The Wirness: The Chairman says, “Oh, well.” I am simply telling you 
what is in the book. 

The CuarrMan: Leave the Chairman out of it. Are there any questions you 
wish to ask Mr. McGeer? 

The Witness: I want to make one explanation, if I may, and it will only 
take ten minutes. 

The CuarrmMan: What about? 

Hon. Mr. Moranp: Mr. Chairman, it is very interesting to listen to all this, 
and I am probably as unorthodox as any other man in this House in respect to 
the present day banking system, but this is not a study club, and if anyone in 
the House desires to have this studied as a system or as a theory then it is quite 
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competent for that person to submit a resolution to that effect, but I do not 
think we should continue this discussion at this time, we should get on about our 
business, and I would move, Mr. Chairman, that we call the next witness. 

Mr. VatuaNnce: Before you do that, Mr. Chairman, I would point out with 
all deference, that we are dealing with the Bank Act, and Mr. McGeer in no 
uncertain way on Tuesday dealt with certain sections of the Bank of Canada 
Act and if what he said is not true, someone should point it out, but I think it is 
very germane to the whole subject of discussion. I would go further and suggest 
the bankers should cross-examine Mr. McGeer or bring on learned counsel to do 
so, otherwise they must accept what he said. 


Mr. Hackerr: If Mr. McGeer says that he will finish in ten minutes do 
you not think, Mr. Chairman, that we would save time if he go on now? 


The Cuatrman: I have no guarantee that that will happen, I do not know 
when he will finish. 


The Wirness: When I give you my word that I will finish in ten minutes 
that, surely, ought to be enough, Mr. Chairman. 


The CHatrMan: Then go ahead. 


The Witness: What I wanted to bring to the attention of the committee is 
this—and with all due deference to the committee, all public men should be in 
study groups to-day, and there is no place where monetary problems should be 
more intensively studied than in such a committee as this where men are attempt- 
ing to bring into being the terms of the legislation that is going to rule the 
monetary destiny of Canada for the next ten years. I know well that men are 
quite competent to form their own ideas, and when they do form ideas they do 
not want the ideas of other men, but I want to give this committee one funda- 
mental principle on which this Act was based and which, if it was understood 
and appreciated, would probably affect the whole trend of the future. That is, 
the theory that governments must redeem all governmental expenditures by 
taxing the people to finance the cost of government. That theory is unsound 
and has no foundation in fact. That is the thing that I want to get to your 
committee. Let me define it clearly: The theory that a government must 
redeem its expenditure on governmental service by taxation is unsound and has 
no foundation in fact. 

Why has that theory fastened itself into our political, and social, and 
credit and taxation economy? It has come simply because we formerly financed 
governments by the issue of promises to pay which were ultimately “settleable” 
in gold, and to pay in gold the government had to buy gold in the open market, 
because no government owned and operated a gold mine. Governments issue a 
silver coin, or a gold coin or a copper coin with a mere declaration that it is so 
many cents, no promise to pay and no promise to redeem. But you issue your 
paper money in terms of “the Dominion government on demand will pay one 
dollar.” Now, if that money were issued, that is, your legal tender paper cur- 
rency were issued in the form of “the Dominion government, this is one dollar 
or $50,000, and no promise to redeem in gold,” then national currency in the 
form of paper legal tender money would circulate indefinitely in the same way 
that silver coins circulate. Once the British parliament passed the Act of 1925 
declaring the pound sterling not convertible into gold and the British people 
used that pound sterling as successfully as they had used a pound sterling con- 
vertible into gold, the convertibility of paper currency and credit into gold is 
a fallacy established. Now, your government has thirty thousand million 
dollars worth of real assets, and the bankers tell you that the Government can- 
not issue more than two hundred million dollars in money without danger of 
inflation yet they the banks are issuing two thousands of millions of dollars in 
the form of promises to pay money to their depositors against three thousand 
million dollars of bank investments and assets. Now, gentlemen, just take a 
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look at those figures, thirty thousand million dollars of assets in the Dominion 
of Canada, two hundred million dollars of national currency, three thousand 
million dollars of bank assets, and two thousand million dollars of bank deposits 
which are obligations to pay in money. The banker knows that he will never 
have to redeem the credit to his depositors because people do not want either 
gold or money; they want a deposit in the bank that they can write a cheque on. 

Now gentlemen, that theory of redemption is a mistake. It is not only un- 
sound in theory but in principle, and it must end in disaster. If you borrow at 
interest to maintain governmental expenses and assume the greater respon- 
sibilities that government to-day has to assume, then you are going to find that 
you have got to borrow and redeem much more than the taxpayer can pay. 
When you get to the point in Canada where you are to-day that is levying for 
the cost of government more than the income of your people, which you are 
now doing, then you must recognize that there must be something that is wrong 
with that theory of redemption. It is a theory that must end in disaster because 
the government in the long run must withdraw from circulation more than is 
put in. 

What I say is this: and I know that I have no hope of getting men in five 
hours, or ten hours, or twenty-five hours to accept the conclusions that it took 
me some four or five years of intensive study to develop; when I come before 
you with a proposition of this kind I do not expect you to accept it, but I do 
ask you to think that theory of redemption through, because there you will find 
the fundamental fallacy that is ruining democracy and putting governments 
in a position of disrepute in public minds. Yes, and public men are sitting here 
in control of government yet in the press and in the public mind has grown up 
the thought that public men are not honest enough, and are not capable enough 
to administer the credit of this Dominion, therefore, they must create a private 
profit making monopoly and delegate to that monopoly the administration of the 
nation’s credit. From a public man’s point of view the situation is absurd. It 
has ended in disaster, as it was bound to. If the elected representatives of the 
people are less capable and less honest, and are not themselves able to take 
charge of the credit as well as the moral destiny of the nation, then there is little 
hope for humanity in the twentieth century. Democracy must rule not only 
the social system but the credit system as well. When governments take charge 
of the administration of credit then governments can give to humanity some 
little measure of truly christian democracy. But if you continue to try to build 
your social structure on a foundation of usury, on a foundation that means that 
you have got to redeem till you exhaust the entire wealth of the tax payer, then 
you are bound to ruin the progress of this civilization. Your budgets of to-day, 
not only in the Dominion but in municipalities and provinces, and in nations, 
are spelling the death knell of this civilization that has repudiated the divine 
statutes and tried to build a christian civilization on a foundation of usury 
which is a violation of the laws of God. 


Mr. Chairman, I want to thank you for the opportunity that I have had. 
May I say, that I regret that there should be any question at any time of a 
Canadian who is willing to give his time and effort to a study of this problem 
ever being heard willingly and at length by a Canadian committee called upon 
to deal with so important a subject as the creation of the Bank of Canada. 

Mr. Spencer: Mr. Chairman, in spite of the fact that Mr. McGeer was not 
asked to address this committee until he arrived in Ottawa he has given us—I 
think most of you will agree—a lot of very valuable information since he has 
been here. I would, therefore, move that we authorize his expenses to be paid. 

The CuarrMaN: Gentlemen, you have heard the motion, what is the pleasure 
of the committee? 

Carried. 


Witness discharged. 
[Mr. G. G. McGeer] 
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JAMES B. Reep, called. 


By the Chairman: 
Q. What is your address, Mr. Reed?—A. North Hatley, Quebec. 
Q. And your occupation?—A. Farmer. 
Mr. Irvine: On what is Mr. Reed giving evidence? 
The CHairMAN: The Bank Act, Bill 18. 


By the Chairman: 


Q. Mr. Reed, have you any statement to make to the committee?—A. 
Gentlemen, I may say, after having listened to such an able speaker as we have 
just heard, it puts a common dirt farmer in an awkward position to endeavour 
to talk to men of your calibre. There is one thing about it, however, I will take 
up only a few minutes of your time, so that perhaps you will be able to stand it. 

The CHAIRMAN: You need make no apology, Mr. Reed. 


The Witness: After reading some of the speeches made by representatives 
of our leading banks, before this body, our Quebec Branch of the United Farmers 
of Canada will appreciate taking a few minutes of your time, which we know is 
valuable, to explain our side of this question, which is important, as it seriously 
affects the prosperity of our country. 

We notice how smooth, kind and cheerful their yarns seem to run, but you 
have got to deal with them for the past four years in order to get their right 
number. 

They have led the farmers and small dealers around by the nose about long 
enough, and now have the cheek to tell you their customers come to them plead- 
ing for them to “Hold their hands,” during this unheard of time of depression. 
Let me tell you now, in most cases, all the comfort the common people get from 
these Lords of Creation (as they judge themselves), is to shut up, and pay up. 
This many have done, but occasionally a farmer pays up, and then speaks up, as 
he did not dare to before. 

We begin to feel encouraged when our representatives call for a wide bank- 
ing probe and also are in favour of a Central Bank in Canada. 

IT have done business with the banks and with farmers continuously for 
nearly forty years, and you can rest assured I would not be here to-day if all 
was well in dealing with the banks, for so long a time. 

We are not getting the same treatment from some banks that we used to 
get from the old Eastern Townships Bank. Far from it. 

We cordially invite one or more of the committee to come down to our 
section of country and get some first hand information from hundreds of reliable 
farmers and dealers who have always paid one hundred cents on the dollar. These 
men are worthy of a little encouragement from our banks, or some other financial 
institution, in order to put cash into circulation for the benefit of all classes, 
instead of hoarding the small deposits up, or carrying them away and investing 
them in large sums in places that have proven, at times, to be not quite so safe 
as if the money had been loaned to farmers and dealers. 

We can show you how differently banks have been treating many of their 
customers in the past three years as compared with former years. 

We cannot believe they are sincere in making the statement that “they 
prefer to make small loans rather than invest in large deals.” 

If they really want small loans who is to blame for their not making them? 
In most cases the same farmers are on the same farms they were on four years 
ago. 
: As a general thing farmers are not moving planets but are fixed stars. 

The trouble lies in most cases with the branch managers, who get their 
instructions from head office, from men lacking practical experience and good 
judgment in handling farmers’ accounts in country places. 
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We need more men in these positions of the type of S. J. Hungerford, who 
know the worth of a dollar by having earned some, when young, by the sweat 
of the brow. 

It does not cost large sums to maintain order among the farmers, and 
fewer of them are leaning on charity, according to their numbers, than any 
other class you can mention. Compare them with labour, city dwellers, or even 
our university students. You will find in most cases they are too proud to 
beg, and if driven off the farm by the banks, or high taxation, they grab the 
old bucksaw, and saw wood for their neighbour, to pay for the bread and milk 
their families are living on. 

This committee will find out in time, that prosperity must start first back 
on the land, and it is hoped that this House will soon realize that any assist- 
ance rendered the worthy farmers, to secure a little cash, on reasonable terms 
of payment, or any help through a marketing board, to steady and improve 
their markets, would be greatly appreciated, and further, would start the ball 
rolling and help all other classes to their feet. 

Are you sure the banks are not taking too much credit to themselves 
for standing up, when they have been backed by our governments, and the 
taxpayers are suffering for the heavy burdens imposed upon them in saving 
some of our leading banks from ruin? 

It is our opinion, when the probe is over, that this vast crowd of directors 
they have been telling you about, will narrow down to a few multimillionaires, 
who have almost full control of the finances in this banking business, and are 
directly responsible for a large portion of the depression this country has been 
suffering from in the past few years. 

We hope and pray that before you are through with them (these banking 
magnates), you feed them their just portion of the same medicine they have 
been spooning out to their customers in the past four years, also warn them 
as to their steps in the future. 

Very few would be sorry to see them in the position where they would be 
glad to have someone “ hold their hands for a while.” 

We are not hard hearted enough to want to see them ground into the dust, 
but would suggest, that a guiding finger be placed upon them in order to keep 
them in their proper place, and in this way help to bring back prosperity, 
comfort and happiness once more throughout the land. 

We have a tender spot in our hearts for the Royal Banking Commission, 
and we believe their ideas and intentions were good, and we now have great 
faith in results that will be attained by this committee, when we know that the 
best men from both sides of the House were chosen to settle this most important 
question, which directly affects all classes of our people. 

Farmers, as you know, have neglected their own business in the past 
by not having more members in this House to represent them, but however 
we hope it will work out all right as most of the members on all sides are 
willing to help them with any reasonable proposition they might bring forward. 

After you have made a careful study of this banking question from all 
angles, we sincerely believe and hope you will realize that something must 
be done quick to relieve the situation, and we are willing to leave it in your 
hands for a decision. 

The CuarrMAn: Gentleman, have you any questions to ask Mr. Reed? 
Have you any solution yourself to offer, Mr. Reed? We are all struggling with 
this problem, and we would be very glad if you would suggest what you have 
in mind. 

The Wirness: Well, Mr. Chairman, I might say this, in regard to the 
experience we have had in dealing with the banks in years gone by. We 
had not very much fault to find up to within three or four years back. They 
perhaps loaned to farmers whom they thought were worthy, and we got along 
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pretty nicely; but for the last three or four years I can assure you that they 
have been stepping on the common people a little too hard. Further than 
that, I did not come up here to tell about somebody else’s business, but let 
me tell you a little about my own. They used to be willing to loan me $6,000 
to $8,000 to carry on my little business; but they have shut down on me until 
they have got me so now that a few days ago they owed me a little instead of 
my owing them any at all. That puts me in a pretty difficult position, and it 
forces me to crowd my good customers more than necessary. That is what 
they did. Further than that, it injures the farmers who are worthy; it holds 
up the business of the country. It is lack of circulation of money that is 
causing the depression to my mind. It might not be altogether that that is 
causing all this depression, but that is a strong factor. I know in my own 
business that is what I find. 

The Cuamrman: You think they ought to loosen up a little? 

The Witness: I do. I think they ought to loosen up a whole lot. 

The CHainMAN: Perhaps they will, after this publicity. 


The Witness: After they begin to see the whole situation, and they have 
got a little of the medicine that they have been handing out, it might help. 

Mr. MacMrii1an (Saskatoon): Are there any other outside witnesses on 
this aspect of the situation? 

The CuHarrMAN: Well, there is a gentleman in this hall to-day who has 
travelled, he says, from Vancouver. He represents what is known as the Free 
Economy League of Canada. I have arranged for an interview with him at 
two o’clock this afternoon to ascertain just what his mission is, but I am not 
prepared to recommend him to the committee as yet. I think we had better 
proceed with the Bank Act. 

Mr. MacMitian: I think Mr. Reed’s expenses should also be paid. 

Mr. DonneEtzy: I should like to ask one or two questions. 


By Mr. Donnelly: 


Q. I understood you to say, Mr. Reed, that your credit with the bank a few 
years ago was from $6,000 to $8,000?—A. Yes. 

Q. Are you able to get a line of credit up to that amount up to the present 
time?—A. No, sir. 

Q. Do you find the same thing true with regard to all the farmers in the 
district?—A. Well, nearly all farmers are in that position. I might say further, 
that they are good and worthy farmers; they have their farms practically paid 
for, and they are in this position, in many cases they can hardly get a dollar’s 
assistance from the bank where a few years ago they could get $100, $150, 
or $200. 


By Mr. Stanley: 


Q. What is your business?—A. Flour and feed business. I have a farm 
as well. Perhaps I am tangled up with too much business, and that is why 
the banks won’t trust me. 


By Mr. Donnelly: 

Q. What is the reason the banks ceased extending you that line of credit? 
—A. Well, I will tell you what it looks like to me. They had some wild cat 
scheme in their heads; they wanted to buy up some stock and make 50 per 
cent on their money instead of loaning it to farmers in small amounts and 
getting 7 per cent. Possibly I might be mistaken. 

The CuHarrMAN: Have you any basis for that statement? 
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By Mr. Donnelly: 


Q. What reason did they give you?—A. I will tell you what I did. I do 
not want to take up as much time as the other speaker has done, so I shall 
make my remarks short. 

Q. You say you could get a line of credit to the extent of $6,000 to $8,000, 
and you have practically the same assets now as you had then. What reason 
did they give to you for not wanting to extend to you a line of credit to the 
extent of $6,000 to $8,000?—A. I will tell you this, Here is a statement. That 
shows how it has been standing. I cannot understand it; you will have to ask 
them. My business is the same; I am dealing with the same people, and we 
have not ventured out, you can rest assured, in any new scheme during those 
hard times. We are not making a lot of money out of our business, but we are 
breaking even. 

Q. You have the same security that you had?—A. The same thing, exactly. 

Q. But you cannot get that same line of credit?—A. To tell you the truth, 
not one-half as much, 

Q. Is the rate of interest just as high as it was?—A. The rate of interest, 
I understand, has been reduced a little, to about 64 per cent. They have taken 
off a whole half of one per cent; but I told the Macmillan commission in Mont- 
real regarding the interest business, and you do not want me to repeat anything. 

Mr. FRASER (Cariboo): Has your business been as profitable during the 
last few years? 


The CHairMAN: He said they had broken even. 


Mr. Dopvps (General Manager, Bank of Montreal): May I ask Mr. Reed 
one or two questions. He just told us that he had no credit from his bank. 


The Witness: Yes. I did not say that I did not have any credit. I beg 
your pardon. 


Mr. Irvine: I raise a point of order. I do not think we should allow the 
banks— 

Mr. Dopps: I do not wish to ask any questions, if the committee does not 
wish me to. 


The CHarrMAN: I think the committee ought to allow Mr. Dodds to ask 
questions. 

The Wirness: I will tell you one thing. For my part, as far as I can, 
I am willing to answer questions of the bankers or anybody else. The bank 
that I am dealing with is the Bank of Montreal. Let me tell their general 
manager right there, that— 


Mr. Dopps: I do not wish to listen to a speech by Mr. Reed; but if I am 
not going to be allowed to ask Mr. Reed any questions, I do not want him 
to address me. I am quite prepared to answer any questions Mr. Reed puts 
to me, if he answers the questions I put to him, and then you can make up 
your minds which side of the case you wish to accept. 


Mr. Spencer: I think it should be left to you, Mr. Chairman, as to whether 
or not you should permit this cross-examination. 


The CuatrMAN: Of course, the bank has been attacked very severely. 


Mr. Vauuance: The bank has been attacked for the last three or four 
days, but they did not jump up then, in all deference to Mr. Dodds. 

Mr. Dopps: I wish to say in answer to that that this is the first time 
anyone has made a direct attack upon one bank, for not having given a credit. 
Now, I am willing to prove there is a credit, that Mr. Reed already owes the 
bank money, and the evidence he gave on a previous occasion was not correct. 
If you do not want to listen to it, all right. 
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Mr. Irvine: Just one minute. I took objection, and I assure you, sir, it 
was not to shut off Mr. Dodds. I would be very glad to recall Mr. Dodds and 
have him give any evidence that he wishes to give. My objection was that 
it, was hardly fair to allow one witness to cross-examine another witness; but 
if it is the wish of the committee, I am content. 


The CuHatRMAN: That practice is not a good practice, I admit. Is it the 
wish of the committee that Mr. Dodds be allowed to ask questions? (Agreed). 


By Mr. Dodds: 


Q. First of all, Mr. Chairman, to continue the particular matter which 
was submitted by Mr. Reed. I understood him to say that he had no line of 
credit from his bank. My understanding is he has a credit, and that on the 
30th of April he had an overdraft of $577 and $4,108 discounted by way of 
trade paper. Is that right?—A. On what date? 

Q. The 30th of April, three days ago.—A. You said I did. Maybe you are 
correct. 

Q. You had an overdraft of $577 and trade paper discounted to the amount 
of $4,108. Hither you did or you did not; you say you did not?—A. Well, you 
tell your story, and I will answer. 

The CHairnMAN: That is a fair question. Have you an overdraft, and 
have you that line of credit to-day? 


The Witness: Well now, here you are. I think you will find if you look 
back— 


Mr. Dopps: I do not want to look back. 
The CuarrMaAN: That is a fair and straight question. 


The Wirness: In regard to that, two or three days before that I had a 
credit balance. 


By Mr. Dodds: 

Q. Did you have trade paper under discount?—A. Yes, trade paper; but 
that is farmers’ paper who were able to pay their bills, or I would not be taking 
them. They must have the same credit. 

The CHairMAN: Your answer is then in the affirmative? 


The Wirness: But I want to explain to you here why, as I said before, I 
would like to have Mr. Dodds tell what I was getting, according to his own 
statement for a few years ago, and what he is allowing me now. Further than 
that, he will find this, two or three days before I had an overdraft, I had a 
credit balance. About three days before that, we had three or four cars of 
seed grain. 


The CuHairMAn: They did give you credit?—A. Yes, that is right. 


By Mr. Dodds: 


Q. I should like to ask the witness one other question. Before the Royal 
Commission on Banking, 6th September, 1933, you, Mr. Reed, said that you had 
a flour and feed business, and your own personal credit had been reduced from 
$8,000 to less than $800. I submit to you sir, that on the day you made that 
statement, you had a credit at the bank of $1,500 and trade paper discounted 
to the amount of $7,000, and on the day you gave your testimony that it 
was less than $800, vou had an own name advance of $790 plus an overdraft of 
$399, which is a total of $1,189 and had trade paper under discount to the extent 
of $4,003, and that your statement must have been misleading to the Royal 
Commission on Banking?—A. Now gentlemen, in regard to this, as I notified 
you a short time ago, I am willing, if you will send any member of this com- 
mittee down there to look into the question, to show him our bank books, and 
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I have most of our statements to show, and if Mr. Dodds will tell us the reason 
why he has cut me down so much in the last few years on my credit line, I 
shall be content. Further than that, he mentions that I have a line of credit 
of $7,000 on customers’ paper. How is it that I can hardly get ‘$3,500, it may 
be $4,200, I am not going to dispute the amount? I am using all the paper 
I can use in his bank and still he gives me that big line of credit, but he will 
not take my customers’ paper. How do you credit these things? Further, he 
will find, since he has mentioned that I owe him $800, that I have had a credit 
balance for a considerable time right in his bank, instead of owing them any- 
thing. Occasionally, I will go over a few days. Another thing, they have 
opened their hearts; I am willing to admit this: They have opened their hearts 
enough to allow me a credit line of $2,000 to run my flour and feed business. I 
should like to know the reason why he cuts me down so much on my credit. 


Bu Min nies 

Q. Is that $2,000 in addition to discounting companys’ paper?—A. Yes, 
direct line. 

Q. How much customers’ paper can you discount on your credit?—A. As 
I tell you, they pretend to give me a credit line of $2,000; but they will not take 
the paper. They are watching us pretty close in regard to my customers’ paper; 
no matter whether I endorse them or not, it does not seem to count much. 
They have actually turned back good customers’ paper that they would not 
take at all, paper that was paid in full in thirty days. That is why I say their 
management is poor. 

The CuHatRMAN: Gentlemen, I do not think discussion ought to go any 
further. If there are differences between Mr. Reed and his own bankers, I 
think they ought to be settled privately. 

Mr. Spencer: May I ask one question. I should like to ask Mr. Reed if 
he can give us his total assets and liabilities. 

The CuHatrmMan: Do you think we ought go into that phase of the matter? 

Mr. Spencer: We have had a statement— 

The CuHatrMAN: We have nothing to adjudicate here between Mr. Reed 
and his bankers. No matter what he may feel, I do not think we ought to go 
into his private business with the bank, and the bankers’ dealings with him. 
I think Mr. Reed will admit some of the statements he has made here are not 
in conformity with the facts. 

The Witness: I do not know. Did I tell you I could not get any credit 
at all? 

The CuairMANn: We are not to go into a man’s private business. 

The Witness: If I made the statement that I had no credit at all with 
him, I meant to say, that some of my customers have not been able to get any 
credit at all. 

Mr. Howarp: May I just attempt to straighten out a few of Mr. Reed’s 
difficulties in this way. It is not Mr. Reed’s personal business that interests 
this committee, as you say, and rightly so, but Mr. Reed happens to be in the 
county of Stanstead, in the flour and feed business, and therefore he is a supplier 
of feed to the farming community for about ten miles round, the whole farm- 
ing section in the Eastern Townships. Now, I should like to ask Mr. Reed two 
or three questions in regard to that, if he will answer exactly the questions. 


By Mr. Howard: 
Q. Mr. Reed, when you get credit from the bank, what do you do with it?— 
A. My whole personal credit I use to pay for a car of grain or something on 
the track. 
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Q. What do you do with your customers’ paper, then? The farmer comes 
in and buys his weekly supplies or fortnightly supplies, and he does not have 
money to pay until he sells some of his products; is that how credit is given 
to him?—A. Well, there is his note; it is given to the bank in a good many 
instances. 


By Mr. MacMillan (Saskatoon) : 
Q. You take his note?—A. I occasionally take his note. Of course I take 
his note if I can discount it at the Bank. 


By Mr. Howard: 


Q. You re-discount his paper at the bank?—A. Yes, that is all. 

Q. In other words, the service you get is handed on to that section of the 
community ?—A. Yes. 

Q. I am not quoting figures, because I do not know what the figures are; but 
under ordinary conditions, we will say, you had a loan of $4,000. Do you hand 
the $4,000 credit to the community? 


The CHAIRMAN: He gave twice that amount. 
The Wrirnuss: Yes, that is about the size of it. 


By Mr. Howard: 


@. When your credit is restricted, does it restrict the credit of the farmer 
buying from you?—A. If I can possibly carry on, I give them credit, regardless 
of the bank. 

@. Did you lose, during the past three years, in the worst depression we 
have ever known, a percentage on your farmers who owed you money, but were 
unable to pay you?—A. In regard to that, we have hardly sued a man, I am 
safe in saying, in three years back; and they are all paying as best they can, and 
they are going to pay. 

Q. During your last year’s operations?—-A. I have had to give them credit 
to the very limit. 

Q. Have you written off a lot of bad debts; how does that position compare 
with your position previously ?—A. Well, I will tell you. Occasionally during 
the year’s business you will have to write off perhaps some accounts, but to no 
great extent. In dealing with farmers, if they cannot pay this year, they will 
pay next. That has been my exnerience in dealing with them. 

Q. As a business man and a good farmer in that section, do you consider 
that the farmers are just as anxious to pay now as they were three years ago?— 
A. Just as anxious to pay, exactly. 

Q. They meet their obligations slower, but they meet their obligations as 
they used to meet them?—A. Certainly. they are doing their very best to meet 
their obligations. 

Q. What percentage of your assets were you getting in credit four years ago? 
—A. Well, here is the bank’s own statement. There are no secrets in my 
business, in regard to that. I am willing to disclose anything. 


By the Chairman: 


Q. Are you able to answer Mr. Howard’s question? What percentage of 
your assets did you get in credit from the bank? 


By Mr. Howard: 

Q. Suppose your statement showed a surplus of $10,000; how much credit 
would you get at that time?—A. Well, anyway my statement shows a surplus 
of over $35,000 if every cent I owed, everything was paid. 
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By the Chairman: 


Q. You were able to get how much credit?—A. I am able to get $2,000 credit, 
as he mentioned there, but I am not making— 


By Mr. Howard: 

Q. In other words, when you have assets and surplus of $35,000 and serving 
a farming community, you get a credit of $2,000?—A. I have quite a job. Their 
hearts are generous enough to allow me— 

Q. Ten years ago, when your assets, we will say, were $15,000, one-half of 
what they are to-day, how much credit did you get?—A. I cannot tell you to a 
dollar, but probably around $6,000 to $8,000. 

Mr. MacMiuian (Saskatoon): Was that discount or direct loan? 

The Wirness: Direct loan. 


By Mr. Hackett: 


Q. I should like to say a few words to Mr. Reed. North Hatley is about 
20 miles north of the international boundary ?—A. I think so, yes. 

Q. It is on the Boston and Maine railway, which is operated by the Quebec 
Central?—A. Yes. 

Q. On the main line to Boston and New England?—A. Yes. 

(. And our people are farming people who are almost exclusively engaged 
in dairying; that is true, is it not?—A. That is right. 

Q. All of our dairy products went to New England, first in the form of 
sweet milk, and later in the form of concentrated cream?—A. Yes. 

Q. And our farming community was prosperous. Then one day the govern- 
ment of the United States practically prevented the import, first of sweet milk 
and then of sweet cream to New England; and when that legislation was enacted 
in the United States, we lost our market and we ceased to be as prosperous as 
we were?—A. It perhaps did not help us much, but that is not the whole cheese, 
Mr. Hackett. 

Q. It is not the whole story, but it did dislocate our commerce, didn’t i1t?— 
A. It certainly affected the farmer in regard to his market; that is right, once he 
is deprived of a market, he is just out of luck. 

Q. That made it hard for you and everybody else who was in business in 
that section?—A, Yes, it helped some, no doubt; but it didn’t have near the effect 
on us as did the way the banks were handling us. 

Q. I am not discussing that; but the loss of the American market is a factor? 
—A. Yes, it would have some tendency to curtail— 

Q. If we could get back into the New England market with our sweet milk 
and cream, it would help us?—A. Yes; as I said before, anything that would 
help the farmer to get a market would help us. 

Q. Now, the legislation which took the market away from us, was American 
legislation, not Canadian, is not that so?—A. Well, in regard to the cream—of 
course, I do not know about the tariffs; I do not know what changed it, but 
anyway, we know they did. 


By Mr. Duff: 

Q. I should like to ask a question with regard to the indirect line of credit. 
You have the discounting of customers’ paper. What time do you give those 
customers when you take a note or notes from them?—A Well, most of our 
notes are taken for 30 days. 

Q. Now, what happens when the 30 days are up? When the 30 days expire, 
what happens, do they renew or pay?—A. Here is what happens: one fellow 
will pay $5 on a $30 note, and another one will pay $10 on a $30 note, and a 
third one will pay the note in full, and we add his account to that note. That 
is about what we try to do in order to make these notes up. In a short time we 
get our amounts averaged up in that way. 
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Q. Do the farmers look after their notes promptly?—A. They do pretty 
promptly. They are fairly reasonable, and do the best they can. 

Q. Mr. Reed, may I ask you this question: my experience with the bank is 
this; if a customer from whom I take a note, or anybody else takes a note, 
looks after it promptly, and renews it, either by paying a small amount or a 
large amount, there is not very much difficulty in getting it rediscounted, But 
there are some customers who think a merchant like yourself and myself can 
carry a note indefinitely. They do not come in, and we have to write letters 
and perhaps go out and see them. You have that same experience?—A. Yes. 

Q. Would not that be perhaps the reason why the banks do not want to 
discount all your paper?—A. Well, there must be— 

Q. They do not want to discount paper of customers who do not look after 
it when it comes due?—A. There must be some reason because they are surely 
doing it. 

Q. I am trying to find out what the reason is?—A, They hold this account, 
and if it is not paid, they hand it back to me, and I have to put it in my own 
safe; I cannot get it discounted. Further than that, as I said before, their judg- 
ment seems poor. I will tell you one little incident in regard to how they handle 
customers’ paper. JI had one man that was doing a little teaming business and 
he ran his account up to $160, several years ago. His name was . I do not 
know if he is a cousin of the member in this House. Probably he is not. He 
was a good teamster, and he was then out of luck, and we gave his note to the bank, 
and as a result he could not pay for a while on that note, and I was obliged to 
write off what he owed on that note each time and charge it back on the books 
in order to satisfy our gentleman across the corner. What happened? I kept 
doing that. Mr. was not paying; and one day I got a statement from the 
bank saying how well this man was paying. 

Q. I might say that I can sympathize with you?—A. Now, let me tell you 
the rest of that story. This was a good teamster and a good worker, and as a 
result J. B. Reed hired him, and he has been working in his employ for a year 
and a half now, and after supporting his family he took every dollar he got and 
applied it to the old bill with the result that two weeks ago he paid us in full 
very dollar he owes us. 

Hon. Mr. Eutrer: Would I be putting it fairly this way: that relatively for 
the same amount of security as you had three or four years ago you cannot 
now obtain the same proportion of loan from the bank as then? 

The Witness: Yes. 


. us Mr. Euurr: And you would like to know from the banks the reason 
why? 

The Witness: Yes. 

Hon. Mr. Euter: I would like to know myself. 

Mr. Wurtse (Mount Royal): May I ask who, in your opinion, is the proper 
judge of security—the borrower or the lender? 

The Witness: Well, I do not know. There has been a vast change in the 
lenders in the last four years, because now they are restricting the credit to the 
tune I have been mentioning here without any perceptible cause or reason. That 
is what I say. And, now, if our good friend, Mr. Dodds, will tell us why they 
have trimmed J. B. Reed both on his discounting and on his customers’ paper 
in the last few years, let him speak up. 

Mr. Dovps: The last four years? Why his credit has changed? In 
1928 he had a credit in his own name of $2,000 and $5,000 trade paper and 
to-day he has a credit of $1,500 in his own name and $7,000 trade paper which 
is a larger sum than he had four years ago. I think it is time to stop discussing 
his private affairs, but he asked me to say that. 
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The Wrryess: Here is a statement from the Bank of Montreal. It shows 
a surplus every year and shows the amount they were giving me, and the whole 
cheese is right there. Further than that, it is written by themselves. 


By Mr. Irvine: 


Q. Mr. Chairman, I would like to ask Mr. Reed if, when he was receiving, 
say, his highest figure of credit from the bank, would that amount probably have 
some definite relationship to those book values of his assets, would it not?—A. 
Well, I do not know. I am not sure. 

Q. I suppose it would; but if the book value of your assets to-day are very 
much lower than they were then, you would naturally expect to have less credit 
now than you had then. 


Mr. Grary: Book value means nothing as to cost. 


Mr. Irvine: By book values I was meaning the banker’s estimate of his 
assets. 


By Mr. Irvine: 


Q. I probably used the wrong term there. Would you be doing as much 
business now as you were four years ago?—A. No. Ido not think Iam. I will 
not say that, of course. 

Q. Then, you would be willing to admit that on the basis upon which credit 
is usually given by the bank that they would be justified, according to the 
banking system now in vogue, in reducing your loan by that amount?—A. I 
would like to say something in regard to that. I have the statements for the 
last 38 years, and I find this that every thousand dollars they restrict me and 
my customers, I do less and less business. When we have no money to do 
business with we are handicapped in doing business. 

Hon. Mr. Evuer: Well, it is very interesting to have the details of Mr. 
Reed’s own relationship with the bank. I have no doubt it is very important 
to him, but I think the committee is interested in the broader question as to 
whether, with the same security as they used to have, the banks are refusing 
to lend as credit the same proportion of money. I would like to hear what Mr. 
Dodds has to say. 


Mr. Dopps: I can only quote you the figures I have quoted already, and to 
say that the security is not the same as when the credit was at its top. Also, 
in regard to turnover, Mr. Reed has told you himself that his turnover is 
greatly reduced. As a matter of fact, with all due respect to Mr. Reed, he has 
been treated, in my judgment, and I think in your judgment too after you have 
heard what has been said, very fairly and very decently by the bank, and it is 
unfortunate that I had to show that the statements he has made are not correct. 

Hon. Mr. Evuter: Would you say that with the same amount of security 
you would make just as great a loan? 

Mr. Dopps: If Mr. Reed is willing— 

The CHatrMAN: No, with regard to the general situation—farmers and 
others. 

Hon. Mr. Evter: I think that is the vital question: are farmers and others 
down there, or elsewhere, getting the same amount of loan proportionately as. 
they used to on the same security? 

Mr. Dovps: Assuming that the value is there. 


By Mr. MacMillan (Saskatoon): 


Q. Would Mr. Reed tell me what his assets were four years ago and what. 
they are now, according to his own valuation?—A. As I told you my statement 
has not changed very much in the last few years. I am willing to be frank 
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with you; and as I told you, the bank’s own figures here show I had a surplus 
of over $35,265 in 1930, and in 1931, $35,200 and in 1932 I had $36,300. Now, 
that is the statement made out by themselves. 


Q. How about 1933?—A. 1933 showed a surplus of $35,156. I do not make 
much money; I am willing to admit that. 


Q. These figures are your own figures, are they?—A. No, no; they are the 
bank’s. 

Q. Are they substantially the same as the statement you gave to the bank? 
—A. They are practically the same statement I have given them. 


Q. So that you placed the valuation upon them?—A. Yes. Further than 
that, Mr. Dodds mentions about $1,500 three years ago. He is taking the 
lowest figures and not the highest during the year, and I am willing to be frank, 
and I will meet any of the banking fellows with my statement any time. 


Mr. Donnetiy: Mr. Chairman, I want to make myself clear. With regard 
to the statement made by Mr. Dodds, I understood him to say that on the same 
security now he is willing to lend the same amount of money. 


Mr. Dopps: I said on the same value of security. 


Mr. Donnetiy: You do not mean to tell me, for example, that if I had a 
square mile of land in western Canada to-day that you are willing to lend the 
same amount of money as you did four years ago or five years ago? 


Mr. Dopps: You know that banks are forbidden to lend against land, so 
that part of it is out of the question. 


Mr. Donnetty: I understand you are not supposed to take it as security, 
but that is held as an asset. 


The Cuairman: Are we through with Mr. Reed? 


Mr. Irvine: There is just one more question to clear up this situation. Mr. 
Reed has just given us the estimate, as I understand it, of his assets from year 
to year to the banks. 


The Cuairman: Not estimate; it is a statement compiled by the bank. 


Mr. Irvine: Yes. It rather increased than decreased with the years, as I 
understand it. 


The Cuatrman: It went up and down. 
Mr. Irvine: It was very nearly the same. 


The Wirness: We have usually cleaned up about $1,000 a year until the 
last few years. 


Mr. Irvine: What would you say was the estimate of your liquid assets 
during that time? 


The CHatrman: Now, do you think we ought to go into that? 


By Mr. Hackett: 

Q. Mr. Reed, will you tell me whether during the last eighteen months farm 
products such as butter, cheese, pork, beef and eggs have been higher in price 
on our side of the line than on the American side? 

Mr. Irvine: We can rule that out too. 


The Witness: If he asked me that question, let me answer it. To tell you 
the truth, all I can do is to attend to our own markets. 


Witness discharged. 


The CuHairmMaNn: Gentlemen, we will revert to the Bank Act. We are on 
section 56—Inspector General of Banks—and when we adjourned last week Mr. 
Tompkins was completing his statement. Will you proceed, Mr. Tompkins? 
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Mr. C. 8. Tompkins, recalled. 


. — Irvine: Mr. Chairman, may I ask what you are taking up in the Bank 
ct? 

The CuatrMAN: Section 56 of the Bank Act, page 28 of Bill 18. Mr. 
Tompkins was making a statement on the question of bank inspection. 

Mr. Tompxins: Mr. Chairman, I had really completed my statement on 
Tuesday afternoon. I tabled at that time the main evidence given by me before 
the Royal Commission on Banking and Currency and I notice that that is incor- 
porated in the proceedings of the committee from pages 641 to 643, and that 
was prefaced by some questions with respect to non-current loans, and the issue 
of bank notes. I do not believe I have anything further of a general nature to 
say, but if there are any questions the members of the committee desire to ask 
I shall endeavour to answer them. 

Mr. Spencer: I have a few questions I would like to ask the Inspector 
General of Banks. May I ask what inspection there has been outside of the head 
offices of the banks? 

Mr. Tompxins: None. I made that clear, Mr. Spencer in my statement before 
the Royal Commission. 

Mr. Spencer: Some reference was made the other day with regard to what 
you considered large loans. We adjourned the meeting just about that time. I 
would like to ask you what you consider are large loans. 

Mr. Tompxins: I covered that also in my evidence before the Commission 
by saying that my inquiries were directed mainly to loans or credits equivalent 
to or exceeding 1 per cent of paid-up capital of the banks, and that did not 
necessarily mean that my examination was confined entirely to those loans. The 
auditors themselves examine credits down to a much more moderate figure. 

Mr. Spencer: At the present time what percentage of bank business will be 
made up of large loans? 


Mr. Tompxins: Oh, it varies. I have no percentages before me at the 
moment, but on the average it represents a very substantial proportion. 

Mr. Spencer: What method have you with regard to inspecting? 

Mr. Tompxins: Well, I have available to me the inspection reports by the 
banks’ own inspectors, the entire correspondence between the head office and the 
branches or the district supervisors and the branches, the statements of the 
affairs of the borrowers, information and reports with respect to various securities 
and, in fact, everything that the bank itself has is available. 

Mr. Spencer: What time do you generally spend with the different banks? 

Mr. Tompkins: I used to spend longer than J do now—in the earlier years. 
Now that I am more familiar with their affairs it requires less time. It varies 
from around a week to ten days. 

Mr. Spencer: Do you do more than read the reports of the inspectors? 

Mr. Tompxins: I examine the correspondence and discuss various credits 
and have access to the minute books in which the credits are authorized, in fact, 
everything that is available at head office. 

Mr. Spencer: As you do not go outside of head office, of course, you have 
not gone west of Winnipeg? 

Mr. Tompxins: I have been west but not on a particular inspection. 

Mr. SpeNceR: Do you find many what you might call large loans outside 
of Montreal and Toronto? 

Mr. TompxKINs: Oh, yes, a number. 

Mr. Spencer: East or west? 

Mr. Tompkins: Both. 
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Mr. Spencer: Do you actually examine the banking securities? 

Mr. Tompxins: Oh, yes; but not the physical examination of all securities. 
Are you referring to the bank’s investment securities or collateral? 

Mr. SPENCER: Yes. 

Mr. Tomrxins: The physical examination of the investments is conducted 
by the shareholders’ auditors twice a year. I have not found it necessary to 


duplicate that work because the auditor’s own reports are available at all times, 
and they are available themselves for discussion. 


Mr. SPENCER: You accept the auditor’s report? 

Mr. TompPxins: I do with respect to that. 

Mr. Spencer: And what staff do you employ? 

Mr. Tomrpxins: The work of actual examination is conducted by me alone. 

Mr. SPENCER: Then, your staff would be small? 

Mr. Tompxins: The outside work is done entirely by myself. 

Mr. Irvine: May I ask one question? Do you examine all foreign loans? 

Mr. Tompxins: Absolutely. They undergo the same scrutiny as the Cana- 
dian loans. 

Mr. Irvine: And as to the assets behind them, you would have to accept 
the auditors’ statement entirely? 

Mr. Tompxins: Quite largely. 

Mr. Donps: I think, perhaps, Mr. Tompkins might be slightly misunder- 
stood. What you mean is that you accept the auditors’ statement as to the 
physical position and make your own valuation? 

Mr. Tompkins: Quite’ true. I thought Mr. Irvine was referring to the 
physical position. 

Mr. Irvine: Yes, I was. 

The CHAIRMAN: Shall sections 55 and 56 carry? 

Mr. Spencer: I take it for granted that you would be consulted before the 
government gives a guarantee behind those various loans that we have had 
presented to us? 

Mr. Tompxins: Not necessarily. I mean, you are suggesting that my 
approval, or a conference with me might necessarily precede the guarantee of 
a certain credit by the government? 

Mr. Spencer: No. I took it for granted that as one of the advisers of the 
treasury you would be consulted whether it was wise for the government to 
guarantee a loan. 

Mr. Tompxtns: Not necessarily. 

Mr. SPeNcER: You would not know anything about the loans that the banks 
had granted to the government of Newfoundland? 

Mr. Tompxtns: Only such information as was available to me when I 
examined the various banks that were interested. 

Mr. Spencer: When you examined those accounts, particularly with regard 
to Newfoundland, did you consider that the security was good? 

Mr. TompxIns: Yes, I consider that the loans were sound, having regard to 
the position of the banks generally, their reserves and the whole picture. 

Mr. Spencer: In that case there should have been no reason for the gov- 
ernment guaranteeing the account? 

Mr. Tompxins: Well, I think there were larger considerations. I do not 
think I should enter into that. I do not think I should be asked that. 
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Mr. Coorm: May I ask Mr. Tompkins one or two questions arising out of 
his experience as bank inspector, and particularly with regard to the business 
of the banks that is carried on outside of Canada? I would like to ask whether 
he examines any of the branches outside? 

Mr. Tompxtns: I have not since I assumed this office visited any branches 
outside of Canada, but as I said a moment ago, the large loans and other assets 
outside of Canada undergo the same scrutiny as the loans and other assets in 
Canada. 

Mr. Coote: You are aware that there are large amounts loaned outside 
of Canada? 


Mr. Tompxins: I am. 


Mr. Coorr: Are you quite satisfied that you are performing your duty 
satisfactorily by simply examining the reports at head office in regard to these 
matters? 

Mr. Tompkins: I believe I am. I think I have a fairly good knowledge 
of conditions in the various countries involved. 


Mr. Coote: With regard to the securities that are held by the banks and 
on which there was some discussion the other day as to whether the banks 
should show a list of those securities, do you find in your examinations that 
the banks may hold a considerable amount of securities of, say, a foreign 
country—a South American government? 

Mr. Tompxins: To some extent. I think I pointed out, Mr. Coote, when 
I touched on this subject before, that, of course, the liabilities of banks in these 
particular countries are liabilities largely incurred in the same currency as their 
cash reserves or securities would be held. 


Mr. Coorr: You are quite satisfied. Without examining this foreign 
business, you are quite satisfied as far as we are concerned. 


Mr. Tompxins: I am, yes. 


Mr. Coote: We had some discussion here, Mr. Tompkins, about the banks 
inner reserves or contingent reserves—as to whether or not the public should 
know anything about them. Do you really think that the contingent reserve 
account of a bank is a very important matter from the standpoint of the finan- 
cial standing of that institution? 

Mr. Tompkins: I think it is highly important. 


Mr. Coote: That being so, should not the public, as depositors, know 
something of the position of the contingent account of the banks? 


The CHAIRMAN: That has been covered. 


Mr. TomPxKINSs: I think we have covered that quite fully, Mr. Coote. I 
certainly do not believe that would be advisable. 


Mr. Coote; You do not think that the financial standing of the banks 
should be known to the public so that they might choose which is the best bank 
to entrust their deposits to. 


Mr. Tompxins: I think if information of that description were given to 
the public it would not be understood; that it would convey a variety of im- 
pressions which would not be good, which would not always be justified by the 
inside picture of everything so to speak. I think it would be highly inadvisable 
that the public should be given every piece of information to which only the 
shareholders of the bank or the directors themselves are entitled. 


Mr. Coors: Of course, I am not asking for every piece of information. 
You said that this contingent reserve was an important thing, and I am asking 
you why? 
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Mr. Tompxins: These secret reserves, so called, or internal reserves are 
necessarily subject to very substantial fluctuations sometimes, particularly 
when business conditions are not good; and the mere fact of drawing on them 
in these times might create a wrong impression in the public mind. They are 
built up, as we have all heard, in years of prosperity or in years of normal 
business, by surplus profits for the very purpose of taking care of losses which 
inevitably occur when depression exists. 

Mr. Coors: It is a little hard to reconcile your statement with the state- 
ment made, that people can choose for themselves which is the best bank to 
put their money in. However, if that is your considered opinion, I suppose 
we will have to accept it. In connection with the banks’ foreign business, can 
you tell us whether some of the banks of Canada are loaning money to foreign 
governments, and are you quite satisfied, if that is the case, that those loans 
are quite proper? 

Mr. Tompxtins: I am quite satisfied with the position generally. 

Mr. Coors: The reason I ask is, that within the last year or so the govern- 
ment of Canada has seen fit to guarantee certain loans to the Dominion of 
Newfoundland? 

Mr. Tompkins: Yes. 

Mr. Coors: I wonder if that is because the banks have loans there and 
they did not feel that these loans were perhaps any too secure without a govern- 
ment guarantee? 

Mr. Tompxins: I think you are entirely wrong in assuming that. 

Mr. Coorr: I am not assuming anything, I am just asking the question. 

Mr. Tompxins: May I suggest, that the government did not guarantee 
those loans. The guarantees were given by the government of Canada for the 
purpose of assisting the government of Newfoundland to meet maturing obliga- 
tions. In other words, the banks merely acted as the intermediary to make 
the loans. 

Mr. Coorr: Unfortunately I was out for a minute or two while Mr. Spencer, 
perhaps, was asking you something with respect to the larger accounts. Is the 
bulk of those accounts in the head offices? 

Mr. Tompxins: Oh, by no means; they are spread all over the country. 

Mr. Coors: Is the majority of them in the head offices? 


Mr. Tomepxins: No, I would not say so. Are you referring there to the 
head office department of the bank, or the chief office of the bank? 

Mr. Coots: I am referring to head offices in Toronto or Montreal, large 
offices in the city? 

Mr. Tompxtins: No, my answer would be just the same—the large credits 
are extended fairly well over the country. 


Mr. Coors: That being so, if this is to be a real worth-while inspection 
so far as the government is concerned, do you not think, Mr. Tompkins, it 
would be much better if you made a periodical inspection, an occasional inspec- 
tion of some offices outside of Toronto and Montreal? 

Mr. Tompxrns: Well, I have not yet been able to see the usefulness of it. 
Of course, one difficulty would be to distinguish as to what branches one should 
visit, and really there is no further information available at those larger offices 
than there is in head office. 


Mr. Coore: Could you name on the fingers of at least two hands all the 
offices where large loans are made? 


Mr. Tompxins: I would not undertake to do that. Of course, in the bigger 
cities you naturally have a greater volume of business. 
[Mr. C. 8. Tompkins] 
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Mr. Coorr: You have never gone to examine one country branch, just as 
a type? 
Mr. Tomrxins: No. 


Mr. Coorr: I would like to suggest—although this is not in the form of a 
question—that you should do that. 

Mr. Tompkins: I will be glad to take it under consideration. 

Mr. Coors: I think it might be well worth while, so that you would be 
able to convey to the minister and your department the condition which you 
find existing in some of the smaller branches, and it might help to secure more 
uniformity in interest rates, and, if I am in order, I would like to make that 
suggestion to you and te the minister while you are both here. 

Mr. Tompxins: It is quite in order. 


Committee continued consideration of Bill 18 until one o’clock, when it 
took recess. 


AFTERNOON SESSION 
The Committee resumed at 4 o’clock, p.m. 


The CuHatrMAN: When we adjourned at 1 o’clock it was the intention to 
continue consideration of Bill 18 this afternoon and push it to a conclusion. 
Since that time, however, a meeting of the sub-committee has been held, and 
we have before us a gentleman from Vancouver who has travelled clear down 
here at his own expense, not as a private citizen but as a representative of some 
considerable body of thought in his community. The reason he has come here is 
this: He states that he applied to the Macmillan Commission at the time the 
commission was sitting in Vancouver; but I believe only the short space of 
two days were allowed for the hearings there. The names were listed in alpha- 
betical order, and his name, beginning with ‘“‘ W,” was near, if not at, the end 
of the list. The first day’s hearing was occupied with representations made by 
various groups; the second day, when he hoped to be heard, was entirely 
monopolized by the gentleman who has taken up a good deal of time here, Mr. 
McGeer, so that at six o’clock on the second day, it was perfectly hopeless for 
him to attempt to get a hearing. He appeared before the sub-committee this 
afternoon, and it was the unanimous opinion of the sub-committee that this 
gentleman who has come down here at his own expense, representing as he says, 
a substantial body of public opinion in his province, should be heard at the present 
time. Therefore I am asking Mr. Woodward of Vancouver to come forward. 


E. S. Woopwarb called. 


Mr. Braupry Leman: May I add that all gentlemen whom it was not our 
privilege to hear, were invited to file written representations setting forth their 
views. 

Mr. Hacxerr: Mr. Woodward even said he was invited to address your 
committee himself, but it was between six and seven o’clock, and he felt even 
commissioners had limits of endurance. 

Mr. Braupry Leman: We read a tremendous amount of documents that. 
were filed in writing. 


Mr. Jacoss: How long is the witness going to take? 


The CuHatrman: Forty minutes. Before we hear Mr. Woodward, Mr. 
Lawson has a motion to make. 
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Mr. Lawson: I was going to suggest that we have not provided in this 
committee for an exigency which may arise, and that is, no vice-chairman has 
been appointed, and as it may be necessary for you sir, on occasions to be 
absent, I take pleasure in moving that Mr. John Hackett, the honourable mem- 
ber for Stanstead, be appointed vice-chairman of this committee. 

Carried. 


Mr. Jacoss: That is the only vice I know you have, sir. 
The CuarrMaNn: I want to go home to-morrow, as a matter of fact. 


Mr. Geary: I think we adopted the principle in the case of some early 
witnesses, Mr. Douglas, I think, of paying their expenses. Now, that is going 
a long way. This gentleman is down here, and there will be a motion in that 
regard when he is through. I am not finding any fault— 


The CuairMAN: The question has not been raised by Mr. Woodward. 
Mr. Geary: I do not suppose it was raised by the other witness. 


The CHAIRMAN: It must have been raised somewhere. You have heard the 
motion carried this morning. 


Mr. Grary: I do not know how it will end, if people come forward and have 
their expenses paid. It having already been done for the other witness, I have 
no objection for this gentleman to have it. 


The Witness: Mr. Chairman and gentlemen, I have undertaken to try to 
compress my remarks to the period of 40 minutes. 


The CuairMan: Tell the committee who you are, sir? 


The Witness: I am the secretary of the Free Economy League of Canada. 
I was for 10 years consecutively an alderman of the city of Victoria, from the 
years 1921 to 1930. For 16 years I was either president or secretary of the 
Trades and Labour Council. Since I moved to Vancouver for university facilities 
for my family, I have been appointed national executive secretary of the Free 
Economy League. Amongst our members we have such well known citizens as 
Brig. General Odlum, Mr. J. T. Howard Falk—who I believe is very well known 
indeed in this section of the country—and a great many other business men. 
We also have representatives in practically every province in Canada. I feel, 
Mr, Chairman, that— 

Mr. Grary: Have you any branches in other cities? 


The Wirness: We are establishing branches. We have membership con- 
nected directly with Vancouver, but we are establishing branches in other cities. 

Now Mr. Chairman, you have had what seems to me a great and mighty 
wind rending the mountain, as the Scriptures say, within the last few days, but 
I do not know whether or not the rest of the Scripture is true, that the voice of 
the Lord was not in the strong wind. 

Mr. Howarp: That is your opinion. 


The Witness: No; I express no opinion, but I hope the rest of the Scripture 
will be true, that the voice of the Lord was in the still small voice which followed. 
I wish to skip the early portions of that which I would otherwise have said to 
you, concerning the new Central Bank. I wish to associate myself with those 
who believe that it should be a publicly owned and not a privately owned 
institution. I shall not dwell upon that, but I am quite convinced that public 
opinion throughout Canada is very strongly in favour of this new bank being 
publicly owned. I think members of this committee would be justified in taking 
cognizance of that very strong body of public opinion. 

We approve what is already proposed to be done that this new bank shall 
have exclusive right of issue. That is surely in the public interest, and as it is 
proposed to be done anyway, I need not dwell upon it. I think it is my own 
view of the history of the past 20 years that this new Central Bank should 
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have no international entanglements. Any agreements it makes should preserve 
to the people of Canada the right to construct their own monetary system. I 
believe there is a strong body of public opinion in favour of the demand. The 
ramifications of international finance are such that the Canadian people in their 
economic life will not be secure, so long as other places can determine their 
monetary arrangements. 

Now, I wish to pass on to the preamble of the new bill creating a Central 
bank. I notice that it is proposed that one of its duties, its most important 
duty, shall be the regularizing, the elimination of fluctuations of trade, com- 
merce, price levels, employment and other economic factors. Now, the very 
fact that it is embodied in the preamble, indicates that that is the view of the 
framers of the bill, and presumably it is the view of this committee, that this 
is something that is capable of being attained. One of the duties of the directors 
of the new bank will be to eliminate fluctuations in trade, commerce, prices, 
employment and so on. And the fact that you are delegating that duty to them 
indicates that those things are, in your opinion, capable of control. I therefore 
call your attention to the fact that hitherto those things have not been controlled. 
It must be logically inferred that some new policy, or some new instrumentality, 
will have to be devised and adopted if that important duty is to be faithfully 
discharged. It cannot be attained by adhesion to and reliance upon the monetary 
and banking policies of the past. 

I want to say, in view of the divergence of opinion which is naturally 
present in a committee of this kind, that I believe that all of us from 
the top to the bottom, those who are in charge of the monetary and banking 
system and those who are not, are absolutely governed by the conditions laid 
down. If for instance, a man, such as the witness who appeared before you 
this morning, were to change places with the bankers, and if the bankers 
changed places with him, and they had to take over each others duties and 
responsibilities, they could not, except within the very narrowest of bounds, 
alter their policies. In other words, while there is much obloquy being heaped 
at this time upon the bankers, I believe they are as much the victims as the 
creators of the system about which we all complain. 


Mr. Irvine: If we could only get them to admit it, but they won’t. 


The Wirness: That is my view; and while the league that I represent 
has some very pertinent criticisms to make of the present banking system, I 
think we all recognize that there are economic factors involved and only to a 
minor degree moral factors. ‘Could the one get inside the other man’s skin, 
there is very little he could do that is not being done by the other. 


That brings me to the, shall I say, the middle portion of the address that 
I would otherwise have given. What is it in our economic system that compels 
the bankers who operate the system, by which they are bound, whether they 
desire it or not, to contract credits in hard times. They cannot ignore the 
question of the safety of their loans, irrespective of what they would desire and 
like to do. In each individual case, they must be governed by hard business 
considerations. On the other hand, what is it that compels business men to 
lay off employees that they would very gladly retain if they could; but self- 
preservation dictates that they should be eliminated? I am asking you members 
of this committee to decide what it is in our economic system that is control- 
lable; for remember in your preamble you are asking these people to control 
it. What is it that is controllable that has hitherto been uncontrolled, which 
imposes upon all of us who seek to be Christian men the unpleasant duty of 
treating each other harshly in these hard times? That is what I am going to 
propose to answer. 

You are all familiar with the course of a trade cycle. I am going to 
give you the very minimum of theory. I am not proposing to trespass upon 
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your good nature by going to into elaborate theories, but just briefly to sketch 
it in order that my remarks may be intelligible. You know the course of a 
trade cycle—when money comes freely into circulation and circulates at high 
velocity, when prices are carried forward, when merchants buy heavily to-day 
because if they defer purchasing they will buy disavantageously in the future, 
when prices are carried forward, when building construction proceeds, when 
speculation goes forward; you are all familiar with that. That is the course, 
is it not? Why does it cease? What was it that in 1929 brought to a sudden 
halt the process which had been in continuation for some years, and in the 
view of those who had not given sufficient consideration to the fact that 
previous boom cycles had come to an end, would indefinitely continue. What 
was it that brought the machine to a stop; that made the bankers contract; 
that made you business men contract; that threw ordinary citizens into unem- 
ployment? I am going to suggest to you it was a factor arising out of a very 
simple defect in our ordinary instrument of exchange: that had we been 
equipped with a slightly different instrument, preserving the same policies, 
preserving the same banking policies, the same monetary policies, simply equip- 
ping ourselves with a slightly different instrument, the worse effects of the 
debacle could have been avoided. 

Now, you will observe that every farmer, every producer, and every 
merchant is handling depreciating products. The farmer with a harvest of 
wheat on his hands has something that is attacked by natural enemies. Unless 
he markets it quickly, he must protect it by storage from rats, from damp, 
and from a thousand and one other natural enemies. The merchant who has 
goods on his shelves is compelled to keep them moving. Dead stock means 
dead loss. The longer he holds that stock dead, the surer it is that he will go 
down into bankruptcy. Now I say every product of man, with the exception of 
that of bankers, is subject to that natural process of deterioration or decay; so 
that the holder of such products must lose on them if he cannot hurry them 
to market. We are equipped with a monetary instrument—and it does not 
matter to me whether you think in terms of metallic gold or whether you think 
in terms of pieces of paper—which is of undepreciating value, which is 
continuous, and not subject to deterioration—we are equipped with a 
monetary instrument, which is a good dollar bill to-day, which is a 
good dollar bill in six months’ time, and a good dollar bill in twelve 
months’ time, and a good dollar bill indefinitely. The result is that the 
industrialist, when he is negotiating with the financiers, is negotiating with people 
on unequal terms. The one has a product which he must get to market, the 
other one, when conditions do not look good, and they did not look good in 1929, 
which he can simply withdraw from the market. When that happens, the other 
man is stranded. I suggest that that is exactly what has happened at the 
climax of every trade cycle. Consider this: here is a man that is in the house 
contracting business. He is increasing the number of houses. So long as he 
can recover from the cost of his houses, the interest that he must pay for the use 
of his money he can continue the task of building construction. Here is a 
man producing products for sale. So long as he can recover from the price the 
interest that he must pay for the use of that non-depreciating money, he can 
continue that work of construction and production; but it 1s an inevitable law 
that the greater the increase of wealth, the lower the interest rate falls. If 
that is not good Marxian theory, at least it is good theory. 

The greater the number of houses, the more certain it is that the builder 
of houses cannot recover interest from the prices. If I duplicate in Ottawa 
to-morrow the number of houses I will not thereby double rents; as a matter 
of fact, I will precipitate a collapse of rents. If I increase the outflow of wealth 
of any other kind, I do not double the power of the capitalist, as we are some- 
times taught; I very much weaken it. And the result is that at the point interest 
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rates are threatened, when wealth is beginning to be produced in such profusion 
as to be available to mankind at large, at that point money withdraws from 
circulation, because it is able to withdraw. There is no penalty awaiting it when 
it withdraws from circulation, Therefore I am suggesting the remedy is that we 
shall equip ourselves with a type of monetary instrument—I am not dealing 
with banking policy; I am not dealing with monetary policy; I am dealing with 
the mechanical contrivance of money with which we seek to discharge the business 
of everyday life—I say, if we are equipped with a kind of money which par- 
takes of the same depreciating character as the commodities for which we use it, 
all parties will bargain on a level; that in the time of crisis money must stay in 
circulation, and so long as it does stay in circulation, there can be no collapse. 

Your preamble deals with the fluctuations in trade and in commerce, the 
change in situation between 1928, 1929, 1930, 1931 and 1932; and I say that 
if money could not have been withdrawn, if dollar for dollar had stayed on the 
market, if it had revolved at the same rate of velocity as it had in 1928, the 
conditions since 1928 would have been no worse, at least, than they were in 
1928. This system, while it perhaps sounds rather strange, and to some radical, 
has been well tested. It is not a new theory. I will prove that by giving you 
three illustrations that cannot be gain-said. In the first place, during the time 
of rising prices, we automatically have a time of depreciating currency. In 
any boom period when prices are rising, it is equivalent to saying that money 
is falling, is it not? So that the proof is there, that the depreciating currency 
would help to solve our problem. But I can go back to two centuries of 
history and show that Europe was equipped with practically nothing else. In 
what is still called the golden age of Europe, from 1150 to 1350, the people 
were equipped with a metallic coin or disc. It hardly merited the name “coin.” 
It was called the “Bracteat.” These “Bracteats” were thin metal discs issued 
by the church,—which was both the temporal and spiritual overlord at the time 
—upon which were dividing lines. For making small change you broke off 
a piece and thereby paid your bills. The result was that this coin became 
frayed, and they were called in and reminted several times a year. The church, 
with excellent economic foresight and acumen, determined to charge a very stiff 
reminting fee. The result was that those who had some coins on hand and 
wished to avoid the reminting fee, passed those coins along, while the passing 
was good. It added to the velocity of money circulation, and with the proceeds 
of the reminting fee, the Catholic church built those wonderful cathedrals, 
those works of art which to-day are the marvel of the world. We wonder in 
our 20th century civilization how it was that away back in 1150 to 1350 they 
were able to build cathedrals employing the finest architects, employing the 
finest artisans, skimping nothing, but doing everything as the work of the soul— 
we wonder how it was done. It was done under the influence of a monetary 
instrument that kept the banker and the trader on equal terms. Money circu- 
lation was guaranteed and the proceeds from the reminting fee were used 
for the public good. I say that we can well, in this Twentieth century, learn 
a lesson from history. The theory has been tried in the form which I am 
recommending, on the continent of Europe several times in the last few years. 
T can place as an exhibit the experience of a mining town named Schwanenkirchen 
in Bavaria. The facts are well known from the work of Irving Fisher who 
sent over to investigate the facts. Subsequent to that an experiment or a 
demonstration was given at an Austrian town called Woergl, and those of you 
who read the Manchester Guardian of England will remember that about 
Christmas morning they published an account of the shutting down of this 
experiment by reason of it being found in conflict with the money-issuing powers 
of the National Bank of Austria, but testifying to the overwhelming success 
that had attended that demonstration in the midst of a country suffering worse 
than we are from the evils of depression. Other Austrian mayors by the score 
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visited the town, and I have seen illustrated papers in the French language and 
in various cities in America giving an account of the success of the demonstration, 
proving that the kind of monetary instrument I am suggesting will eliminate the 
worst of these fluctuations of which your preamble speaks. I am not putting this 
forward as a cure-all, but I do say that if there is a defect in our monetary 
instrument which automatically, of necessity and mathematically, brings the 
processes of civilization to a standstill about every ten years, it is time that as 
hardheaded business men we should attend to that defect in our mechanical 
contrivance and put in one that is free from that defect. That is very briefly 
and sketchily what I would like to have given you a little more elaborately 
and have brought my proofs before you in a little more complete form, had I 
not given the undertaking to the Chairman that I would spare you, in view of 
the fact that hitherto you have not been spared. I am now available for your 
questioning. 

Mr. Lawson: Would the gentleman outline what he proposes? Is it the 
stamp dollar or what? 


The Witness: I am proposing a form of money in exactly the same form 
as the dollar bill you have to-day, with the exception that spaces shall be pro- 
vided for the monthly affixing of stamps. (See Appendix AE). A stamp of 1 
per cent shall be levied on the holder of a note, whoever he may be, on the 
first of each month. That is, if you have a one dollar bill you put on a one-cent 
stamp; if you have a ten dollar bill you put on a ten-cent stamp and if you have 
a hundred dollar bill you put on a one dollar stamp, and it is payable whether 
it is held by a member of the public or even if it is in the hands of a bank; it 
does not matter who it is. Therefore, they have on their hands an instrument 
which it pays them to get rid of, and so long as money is in circulation it is 
employing men, and so long as money is in circulation it is producing, distributing 
and enabling the consumption of goods. Now, then, I ask you not to treat this 
as if it were not worthy of consideration. Professor Irving Fisher has put his 
name and reputation behind it. It has the endorsement of leading economists 
on the continent of Europe. In my judgment, it is coming anyway by the force 
of economic circumstances. This thing must be done. 

Mr. Jacozss: How is this to be done? 


The Witness: This will be issued in exchange for the currency you now 
have. Assuming this were brought into effect on the 1st of June, everybody who 
had some currency would exchange it for this; everybody who had a current 
account would, through the banks, be subject to a 1 per cent monthly tax. 

Mr. Micuaup: Who would issue this? 

The Witness: The government, the central bank. I am proposing to issue 
this instead of the bills which are now issued. 

The CuHatrmMan: How would those who have not got anything get any? 
Those are the people who need it now? 

The Witness: They would soon get it if money were in circulation. 

Mr. Coors: The same way they get it now. 

Mr. Micuaup: How would it come into the hands of those who want to 
exchange it? 

The Wirness: Through circulation. The fact is that the people who have 
them must use them. Let us assume that what is generally said is true—that 
Pierpont Morgan has many millions that are not working. The moment you 
force those dollars out into industry then they are working—house construction 
must go forward, production and distribution must go forward. 

Mr. Micuaup: But will the money that is now being held by the banks be 
any good after you issue this? 
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_ The Wrrness: Any money the banks have will be changed for the new 
kind. If our witness of this morning went to a bank manager at a time when 
the bank manager had quite a few of these on his hands, he would meet with 
a kindly reception. 

Mr. Micuaup: Would he? That is the question. 

The Wrirness: He would, because the bank manager would be as anxious 
to get rid of them as the other man would be to get them. 

Mr. Geary: How would you handle your money in the bank? 

_The Wirness: The same way. If it was a current account it would be 
subject to a monthly charge of 1 per cent. 

Mr. Lawson: What about savings accounts? 

The Wirness: They would be exempt. When the bank takes money over 
the counter in its savings departrment—it is a misnomer to call it a savings 
account, JI think the banks, in fairness to themselves, should call it an invest- 
ment department. The term “savings deposit” suggests that the depositors 
have their money on call, whereas, as we all know, savings deposits are all in- 
vested either in bonds or in loans and so on. The fact that the public are in 
the habit of thinking of their money as lying in a bank as a savings deposit is 
harmful to the bank and misleading to the people.-—That is an aside, 


By Mr. Sanderson: 


Q. What about cheques?—A. They would be handled the same way as now; 
there would be no change whatever. 


Q. Would there be the same form of cheque?—A. The same form exactly. 
Mr. Irvine: Would the depreciation apply to cheques? 


The Witness: To the current account. The current account at the end of 
the month would be subject to a tax of 1 per cent. 


Mr. Coors: If I had a cheque for $100 and held it for two months would I 
have to provide the stamps? 


The Wirness: A very simple regulation would deal with that hangover of 
cheques from month to month. 
Mr. Jacoss: Who pays the penalty for anybody who retains them? 


The Wrrness: I want you to think of this exactly as you would think of a 
baggage check. When you put baggage down on the wharf they do not give you 
unlimited time to remove it; they charge you. This is simply a cheque on a 
commodity in the market; the demurrage stamp is an instruction to you to clear 
your goods out of the way and make room for some more. 


Mr. Gwary: If someone had a deposit of $101 and gave a cheque for $100 
and the payee of the cheque did not cash it before the end of the month the 
drawer of the cheque would lose his money. 


The Witness: No, I answered that previously; I said a very simple regula- 
tion would deal with the situation. 


Hon. Mr. Moranp: Professor Fisher did not exempt savings accounts; all 
accounts were treated the same way. 


The Wirness: I think not. 

Mr. DonneLLy: Would there be any interest on our money? 

The Witness: As the effect of this, interest would fall gradually. 

Mr. Donnetty: If I got money from the bank would I have interest to pay? 


The Wirness: Presumably, if it were introduced to-morrow, you might, but 
eventually the tendency would be to a natural fall in the interest rate. 


Mr. Irvine: They would save 1 per cent by giving it to you. 
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The Witness: As a matter of fact, in reference to this gentleman’s question, 
Irving Fisher suggested that the banks, to protect themselves against frivolous 
temporary savings, would actually call for the stamping of one month in 
advance on receipt of a savings deposit, in order to escape the frivolous depositor 
who slips in one day and takes his money out another day. He would make 
the time for them 60 days instead of 30. 


Mr. JAcoss: Where is this being carried out? 


The Witness: In Bavaria and in Woerg] in Austria. JI hope you will 
excuse my German. 


Mr. Jacozs: Ill excuse anything that is German. 


The Witness: If you wish I will now read to the committee a brief summary 
of that experiment and the report made on it by the mayor. I propose, in any 
case, to file it as an exhibit. Woerg] is an industrial community in the Austrian 
Tyrol. 


Hon. Mr. Lapotnre: Would there be any limitation to the issue of these 
papers? 

The Wirness: It is up to the central bank. They will follow the same 
banking policy in any case. I am only giving a different instrument. They 
would have their rules exactly as now. I am not proposing any change in banking 
practice or banking theory; I am only providing a different monetary 
mechanism. 

Mr. Irvine: When a dollar bill has circulated for twelve months, I suppose 
it will be renewed? 

The Wirness: When it has circulated for twelve months there will be a 
brand new issue of exactly the same kind. 

Mr. Irvine: It vanishes. 


The Wirness: Each year there will be a new issue. Woergl is an industrial 
community in the Austrian Tyrol of about 4,300 inhabitants. There were, up 
to July of last year, 1,500 unemployed, in the little place and delinquent taxes 
had reached the amount of 120,000 shillings. Last summer complete economic 
collapse seemed to be imminent, when the mayor, Michael Guggenberger, began 
his new experiment. On July 5, 1932, he submitted to the local relief committee 
an emergency plan, which, because of its singularity, called forth general interest: 

A slow flow of money is the cause of existing economic paralysis. 
Money, the medium of exchange, fails more and more to reach the hands 
of the productive needy masses. It seeps into the channels of interest, 
accumulates into the hands of the idle few, and is no longer available for 
goods and services. 

Thus the medium of exchange is turned into a medium of speculation. 
If this be allowed to continue, it will paralyze, disintegrate and kill the 
economic organism of the nation. 

Even if we are unable finally to liberate the world from this para- 
site, we can at least hoist a signal and give a lead. 

People depend for their economic existence on the exchange of their 
products and services. Slow circulation of money has almost com- 
pletely interrupted the exchange. Millions of people have thus lost 
all opportunity of satisfying their material needs. 

It is absolutely imperative to restore and safeguard exchange and, 
therefore, to substitute the national money within the community for a 
medium of exchange which, because of its nature, was bound to remain 
a medium of exchange. 

That was the remark of the mayor in his preamble. Service scrip in three 


denominations, 1 shilling, 5 shillings, and 10 shillings, was put into circulation. 
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The casual holder had to affix a 1 per cent stamp of the face value at the 
beginning of every month. The community and citizens bought this service 
scrip from the relief committee and made all payments within the community 
with it, with the exception of the post office and railroad company. 

Even before the service scrip was put into circulation, the Austrian 
National Bank, the guardian of the Austrian financial power, protested against 
the money-substitute, and declared the service scrip to be “money.” ‘The mayor 
contested this assertion and, without giving further consideration to the protest, 
proceeded on his clearly recognized way to rescue. 

The first payment of bills by the city by means of the service scrip, 
amounting to 1,500 shillings, resulted in all the service scrip being paid to the 
grocers, merchants, etc., of the town. They, in turn, returned the service scrip 
to the town treasurer in payment of taxes. Only two days after this first pay- 
ment had been made, the whole amount of 1,500 shillings was back in the 
treasury of the community. It was issued again in payment of bills and, within 
a month, accounts totalling more than twenty times the normal value of the 
issued service scrip had been balanced. Also, within the community the service 
scrip circulated without interruption in settlement of mutual obligations. After 
years of despair, hope, joy illuminated the faces of the people. 

The little community employed 50 workers for extra public work. All the 
streets were repaired or newly constructed. Workers were busy at the quarry 
the steam roller was in continuous use, tens of thousands of feet of sewer and 
concrete sidewalk stones were produced. A jumping hill for ski sports estab- 
lished. Business and trade revived. 

Within six months more than 50 per cent of the heavy accumulations of 
tax arrears were paid by the citizens. The value of public work alone amounted 
to 100,000 shillings without increasing communal taxes and debts by 1 cent. 
What never had been believed possible only six months ago, had become a 
reality; the little town, with its almost complete economic stagnation, unem- 
ployment and misery, had been transformed into a centre of work and activity. 

This almost miraculous result, with its irresistible inducement to imitation 
called forth again the opposition of the sinister Financial powers. The district 
authorities forbade on January, 1933, the continuation of the “ experiment.” 
Once again they were ignored by the courageous mayor who knew that as 
never before, he had the whole community behind him. Woerg] continues on 
the road to prosperity. It has since then been shut down. 


This is what the Manchester Guardian said: 

Emergency money issued by municipalities was declared illegal on 
Saturday by the Supreme Constitutional Court in Austria. 

The socialist municipality of Woergl, in Tyrol, had issued certificates 
to the value of 1 shilling, 5 shillings, and 10 shillings, to be used by 
employees and business people as emergency money. There was a one 
per cent tax placed on these certificates to insure a quick circulation. 
The municipality obtained amazing results. They soon collected the 
whole of the tax arrears of the previous year, and their receipts for the 
present year rose considerably. Moreover, with the help of this emer- 
gency money, they were able to carry out rather important emergency 
work which gave employment to many people. The success of the 
scheme created interest everywhere, and other municipalities began to 
consider the introduction of such emergency money. 

At this juncture, however, the Austrian National Bank intervened and 
asserted that the issue of the money conflicted with the bank’s monopoly 
of note issues. The Supreme Constitutional Court, to which the muni- 
cipality appealed against the objections of the bank, found yesterday 
that the issue of such emergency money did conflict with the bank’s 
patent. 
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_ Now, I am not proposing that this be issued as emergency money. I am 
asking that the trade, industrial and monetary policy of the nation be seriously 
considered, permanently removing this defect from our monetary instrument, 
and do it as a national matter by the new central bank. 


Mr, Cascrain: What other countries besides this country mentioned tried 
the system? 


The Wirness: There have been notable experiments in the United States 
that have been variations of it. In his book “Stamp Scrip”—I see there is a 
copy of it on that desk—Professor Fisher says that most of them took the form 
of the affixing of a stamp on the turnover. That was not successful. But in 
those places where they put it as a time charge that fell inevitably on a fixed 
date, it was successful. 


_ Mr. Caserain: What is the population of these townships, districts or coun- 
tries where this experiment was tried? 


The Wirness: This community had a population of about 5,000 people. 
Mr. Hacxerr: Who issued the stamps? 
The Witness: The city. In our case, I am proposing the nation, 


Mr. Caserain: Do you know of a nation as large as this country where it 
has been in operation? 

The Wirness: I have given you the whole of Europe from the years 1150 
to 1350. Professor Thorold Rogers records in his “Six Centuries of Work and 
Wages” that the working men at that time actually got unbelievably high wages 
and as the result of a few weeks work were able to maintain themselves for a 
year; that they invariably had four course meals, and wages and conditions of 
labour rose as never before or since. 

Mr. Jacogs: Do you suggest that we should go back to the middle ages? 

The Witness: No, I am suggesting that you go forward to the golden 
age. 

Hon. Mr. Larorinte; What is the amount which the government or the 
central bank would get as the result of the receipt of those stamps? 


The Witness: Assuming that you substitute your present monetary issue, 
approximately $250,000,000 of currency and approximately $750,000,000 of 
current accounts, making a total of one billion. Assuming you preserve present 
ratios and present volume, you would obviously be getting into the Federal 
Exchequer practically without cost an additional $120,000,000 a year. 


Mr. Jacoss: In due time it would take the place of all taxation? 


The Wrrness: I am not putting it forward as that. If you wish to raise 
revenue by this means you could make it a weekly charge. I am not suggesting 
primarily that this should be a money raising device; it should be a device to 
eliminate fluctuations in trade and commerce; which is to be one of the respon- 
sibilities of the directors of the new bank. 


Mr. Donnetty: Do I understand you to say that this has been tried in 
Germany and it was stopped? 


The Witness: Yes, it was shut down there by the authorities. 


Mr. Donnetuy: And then put in operation again and finally declared 
illegal? : 

The Wirness: In Bavaria at Schwanenkirchen it was held to be legal. 
The courts tested it and it was held to be legal, but at the instance of the 
Reichbank the government shut down on the experiment although courts 
decided it was legal. But at Woergl it was held to be illegal and shut down as 
the result of the court’s decision. 
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By Mr. Donnelly: 

Q. With money of this kind, how would you insure it being of any inter- 
national value whatever?—A. We do not require a Canadian currency that 
shall have an international value. If we buy American goods to-day we buy 
American currency, but, in the end, international trade is an exchange of goods. 

Q. But our money has a certain relative value outside, and if you put a tax 
on it it will be relatively much lower?—A. Americans wishing to buy Canadian 
products will have the same condition to face, because what they want to do is 
buy Canadian goods. 

Q. What will you use for American goods?—A. All trade is done simply by 
bills of exchange ultimately. 

Mr. Irvine: Would you spend a moment explaining how the introduction of 
this instrument, if you like, would affect debt? 

The Wrrness: On debt? I personally think it will put the whole thing 
on a spot cash basis. 


The CuatrMan: That would be the millenium. 


The Wirness: In all seriousness, I say that if I gave you $1,000 and to- 
morrow is stamping day, for any bills you may happen to owe, you are going 
to settle to-day. 


By Mr. Coote: 


Q. I have one or two questions to ask. Would this, in your opinion, abso- 
lutely prevent the hoarding of money?—A. Absolutely. 

Q. It would insure a certain velocity of circulation and would enable those 
who are in control of monetary policy to maintain a stable price level?—A. 
Absolutely. 

I want to say in reply to something said by the witness, who gave you 
so much of his time, when he questioned the validity of the quantity theory 
of money. He was right insofar as present experience goes; but with the use of 
demurrage currency the quantity theory of money is as absolute as the law of 
gravity. This brings the circulation of money and its velocity under the 
eontrol of the monetary managers. 

Q. It may be necessary perhaps to change the per cent of taxes levied 
periodically?—A. I did not get your question. 

Q. I mean, you might get too great a velocity of money or not enough. 
You would not state that one per cent a month is necessarily the depreciation 
that must be continued?—A. I do not think it would be necessary to vary the 
rate. There would be established one per cent monthly on a $1 bill, but 
if you had a $100 bill, you could make it a weekly charge, or something of 
that kind. That is generally advocated. But in my opinion the variations in 
velocity would be practically eliminated by reason of the fact that you cannot 
hold it long, and you get in the habit of passing it along. 

Q. We can say this, there is a possibility that it might be changed?—A. 
The directors of the Central bank would have absolute charge of the monetary 
policy. I am not now suggesting the policy that they shall establish. I am 
suggesting to them an instrument which will aid them in the carrying out of the 
preamble in the bill, the fluctuations in Trade and Commerce that we all so 
much deplore. 


By Mr. Irvine: 

Q. It does not seem to me to be a very easy thing to carry on a private 
banking institution under this system?—A. I personally think the banks will 
be as useful then as they are to-day. 

Q. I do not mean that. I mean to say it does not seem to be an easy 
thing to have a bank carry on a profit gaining business on this basis?—A. 
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Well, I think myself that banks will cease to depend on interest for their 
revenue. They will make a specific charge for their services. They will be 
merchants in the strictest sense of the term. If I desire them to carry my 
account and do service for me, it will be on agreed terms. The business of 
banking will adjust itself to that instrument as surely as it has adjusted itself 
to the instrument that we all know. 


By Mr. Spencer: 


Q. Do you suggest charging on the minimum balance per month on the 
current account?—A. No, the balance on stamping day. 


By Mr. Geary: 


Q. How does this work out? It is practically a matter of handling, and it 
seems to me it will be a little difficult in making change, if you want to get 
rid of your maturing note——A. They do the same,— 

Q. I am not questioning your remarks. It is not a serious question?—A. It 
is a serious question. The question affecting the handling of it every day is a 
very serious question, and we have considered all those things. We issue a new 
coinage every year, and charge a small reminting fee, exactly as they did from 
1150 to 1350. That gets over your difficulty about small change. 

Q. I understand, Mr. Woodward, that your currency is nominally put in 
circulation for one year?—A. That is right, and then a new issue. 

Q. You will have to handle it for just one year in the meantime?—A. It 
will be passing around, 

Q. And stamps falling off?—A. No, no. As a matter of fact, most of the 
stamping will be mechanically done. It will be done in the banks, the post 
offices, and other places where there will be mechanical contrivances for doing the 
stamping. I do not think this question will affect it once you see the desirability 
of the suggestion. 

Q. That is what I mean; it was not a serious objection. 

Mr. Lawson: I should like to ask a half dozen questions to see if I can 
get something clear in my mind, but I shall be very brief. If I understand, Mr. 
Woodward, your idea is this monetary unit we use will ultimately result in a 
period of time in all transactions beimg made in cash?—A. When I say cash, 
I mean spot payment. They may be done by cheque. 


Q. Spot payment, and therefore you would eliminate credit, short-term 
credit, within a very short time, if I understand your scheme?—A. No, I think 
it will be the other way. I think a good deal of borrowing that is done for short 
term services by merchants to-day will be unnecessary, because they will have 
the money in, but I think for long term loans it will be even more than now. 
The people that now have their money lying up in stockings will put them into 
savings banks, and savings banks will lend them out. 

Q. Mr. Woodward, do you seriously consider there is any amount of hoard- 
ing in this country?—A. Yes. The question is do I seriously contend there is 
such a thing as hoarding to-day? It is a matter of history that in January, 
1931, or 1932, President Hoover inflated to the extent of $2,000,000,000 and the 
official reports of the United States now say one half of one per cent entered 
circulation. 

Q. In the United States you have another situation. You have a vast 
foreign population there and Europeans particularly. Certain nations are known 
as hoarders, but in Canada, where you have a comparatively small European 
population, I think it has been pretty generally conceded there is very little 
hoarding. 


Mr. Irvine: The banks hoard it. 
[Mr. E. 8. Woodward] 
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The Witness: What is meant by “hoarding”? Anything that affects the 
velocity of money is a form of hoarding. The banks to-day, and I am not 
complaining about the banks, by force of circumstances, have had to contract 
loans, hold great cash reserves against expected claims, and so that money is 
idle because it is not out in loans. 


By Mr. Lawson: 


Q. I accept your statement once I see what you mean. Now, let me take 
another thing. Do you agree with me that in order to have what is commonly 
called prosperity or normal times, whatever you desire, you must have at least 
two conditions: one is the use of accumulated wealth plus the velocity of circu- 
lation of money; that is correct, is it not?—A. Yes. 

Q. Well, I understand in your scheme you would increase the velocity of 
the circulation of money of this kind but you do nothing to compel the use of 
already accumulated wealth in order to make more production?—A. I am not 
interfering with the question of credit. That is what you mean? The way that 
we liquefy accumulated wealth is through the credit facilities of the banks; but 
I am not proposing to disturb that. 

Q. No. You have not got my point. What I am trying to get at is this: 
If you are going to have normal conditions then you must have accumulated 
wealth constantly used in new ventures or for new production?—A. Correct. 

Q. And along with using that you must have velocity of circulation of cur- 
rency or credit or currency and credit; your scheme, if I understand it correctly, 
is to increase the velocity of the circulation of credit currency, but it does not 
attempt in any way to compel the use of accumulated wealth for further produc- 
tion?—A. Frankly, I do not get the question, whether it is that I am slow or 
not, I do not know. ; 

Q. Possibly I am?—A. It seems to me exactly the contrary. 

Mr. Irvine: Ask what he means by “ wealth”? 


The Wirness: It seems to me if the processes of industry are continuous 
and uninterrupted, and there is no shut down of that process, these two forms 
of wealth must of necessity be in use. 


By Mr. Lawson: 


Q. Let me take a simple illustration. I will not take gold; I will keep away 
from gold, but let me assume I have a ton of copper. To the extent that that 
copper has a market value I have wealth in the form of copper, have I not?— 
A. Yes. 

Q. Now, so long as I hold the copper myself, I am not using that wealth 
to create any more wealth, am 1?—A. Correct. 

Q. Well, multiply my situation by 100,000 people and you have 100,000 
people who are not using their accumulated wealth for the purpose of pro- 
ducing more wealth, and all I say is, in your scheme, as I understand it——and I 
am trying to understand it-—you do not endeavour to compel the use of accumu- 
lated wealth, you merely deal with the velocity of circulation?—A. As a matter 
of fact, there are two replies to your question. It seems to me absolute. In 
the first place, your copper will be inflicting a loss on you, if you store it. I do 
not think you will suggest that copper is imperishable. Therefore, the longer 
you hold the copper, the longer you will inflict the loss on yourself; but the 
answer I would prefer to give is this: If you have money that you must find 
ause for, and you will agree that, if you have some of this money you 
must find a use for it. You have some copper on your hands that you are not 
turning to account. The most natural use you will apply your money to, will 
be to turn your copper into electrical appliances and equipment and thereby get 
the use of both. You are making no gain by holding your copper idle, even if 
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you do not sustain a loss. I suggest you do sustain a loss; but if in order to 
avoid a loss on your money you are forced to bring your copper into use, then 
you get use from both. 

Q. Let us deal with it from the practical standpoint. If I had a ton of 
_ copper for the last year I could have held that copper for a profit, not a loss 
because the price of copper has been going up. Now then, all I say is there is 
nothing in your scheme is there, to induce me to use my accumulated wealth, 
which I have in the form of a ton of copper?—A. Yes. 

Mr. Irvine: How could the price of copper go up if nobody was using it? 

The Witness: It seems to me that the question is— 

Mr. Lawson: The price of gold went up, and nobody was using it. 

Mr. Irvine: Nobody ever used that. 

The Witness: It seems to me a change in the monetary instrument that 
forces the putting of money into use and forces industrial processes to their 
maximum activity, must embrace within its scope the stores of copper which 
may be here now. How you can expect to hold copper within that process, I do 
not know. 


Witness discharged. 


Mr. Coors: I move that the witness’ travel expenses and expenses in 
Ottawa be paid. 


(Adopted unanimously.) 


(The Committee resumed consideration of Bill 18.) 


[Mr. E. 8S. Woodward] 
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Houser of Commons, 


Turspay, May 8, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 a.m. 
Mr. Hackett, Acting Chairman, presided. 


The Actina CHArrMAN: We are meeting this morning, for the first time, in 
the absence of our very dear friend and fellow member, the Minister of Finance. 
You all know of the tragedy that has come into his home. It will probably be 
impossible for him to attend the meetings of the Committee for a few days. 

The Prime Minister has come to represent the Government in the delibera- 
tions of the Committee this morning. We will endeavour to go as far as we 
can, without getting too deeply into any controversies which must remain to be 
settled, after notice of motion. 


Mr. Dopps, President, Canadian Bankers’ Association, recalled: Mr. Chair- 
man, may I submit this return as to bank employees—salaries, pensions, and 
other advantages incidental to their employment, which was called for in the 
proceedings of April 24th, 1934. 

The Cuatrman: The return will be published in the proceedings. 


RETURN AS TO BANK EMPLOYEES 
SALARIES, PENSIONS AND OTHER ADVANTAGES INCIDENTAL TO THEIR EMPLOYMENT 


From the Proceedings and Evidence, Banking and Commerce Committee, 
April 24, 1934: “ On motion of Mr. Morand— 


Ordered that the chartered banks file with this Committee a return show- 


(a) the classification of bank employees; 

(b) the salaries, maximum and minimum of each classification; 

(c) the average age of employees in each classification; 

(d) the pensions and other remuneration of employees; 

(e) the restrictions upon marriage of employees; 

(f) the proportion of employees’ contributions to pension fund re- 
turned when a bank employee is dismissed; 

(g) the age at which superannuation becomes effective; 

(h) the proportion of employees’ contribution to pension fund payable on 
superannuation.” 


(a) Classification of bank employees. 
(b) Salaries, maximum and minimum, of each classification. 
(c) Average age of employees in each classification. 

Averiage Age Salary 


Age Range Minimum Maximum 
Group 
DAMIOLS seas We ee erean ae 20 18-23 300 1,000 
Medgerkeepers’ 052 6a ee) ae 23 19-46 400 2.580 
Tellers... ooo he cero 25 21-55 500 2,620 
‘Accoumbantees. 6.25 5) se) eis 33 21-49 700 4,000 
Managers, 32200. eee 44 27-64 1,200 13,500 
Women clerks and stenographers 28 17-50 300 2,000 


(d) Pensions and other remuneration of employees. 


(Norr.—As to (d), (e), (f), (g) and (h), the information following is the 
return of four representative banks). 
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Every male employee of the Bank, provided his medical examination is 
satisfactory to the Bank’s adviser, is a member of the pension fund society and 
pays to the society a yearly contribution equal to 4 per cent of his annual bank 
salary. The amount is deducted by the Bank each month from salary. All 
entrants must be re-examined upon reaching the age of twenty-one years and 
those who at that time do not pass the medical examination have refunded to 
them the payments made by them to the society. The Bank pays dollar for 
dollar to the pension fund society an amount equal to the annual contributions 
of the staff. Since 1909 the Bank has contributed $50,000 annually in addition 
to these dollar for dollar contributions and on receipt of the Actuary’s report 
of the Pension Fund Society recently it was decided to increase this amount to 
$200,000, commencing 31st October, 1934. Also, there was turned over to the 
Society a reserve fund amounting to $602,000, which had been accumulating 
for some years. 

In addition to the contributions made by the Bank to the pension fund 
society, the following points should be noted when the question of the welfare of 
our staff is under consideration:— 


1. The variation in living costs between one locality and another does not 
entail a hardship on the officers stationed at the more expensive point as terri- 
torial allowances are granted to equalize the costs. For instance, a boy living 
away from home stationed in Montreal, on a salary of $900, receives an allow- 
ance of $250, whereas a boy on the same salary stationed at Galt receives $50, 
or at a country branch in the West $200. 

2. In addition to salary increases, which in the cases of junior clerks are 
granted semi-annually and senior clerks annually, the Bank has until recently 
granted bonuses in varying amounts to offset fluctuating living costs. In 1918 
married officers on salaries up to and including $2,000 received a bonus of 124 
per cent in May and a further 124 per cent in November. In 1919 the bonuses 
granted to officers in this category amounted to 35 per cent. Of recent years the 
bonus was 5 per cent and 6 per cent and was discontinued in 1931. 

3. The Bank contributes $15,000 annually to the staff group insurance 
scheme. 

4. We encourage our officers to avail themselves of the opportunity for study 
under the courses offered by Shaw Schools Limited and Queen’s University and 
in the event of their passing, their tuition fees are returned to them, plus a 
gratuity. 

5. Our staff are transferred to branches within and without Canada without 
expense to the employees. By this means they obtain a wider outlook and more 
varied experience and increased remuneration often follows a transfer with pro- 
motion. For the year 1933 travelling expenses amounted to $81,470, involving 
1,390 officers, an average of $58 for each transfer. 

6. In addition to their salaries and allowances, our tellers receive a risk 
allowance of $100/200 annually. 

The Bank also defrays income tax payments for its staff, computed on the 
1930 tax basis, the staff absorbing the increase in taxation. 

Our staff have at least two weeks’ holidays in the summer, or three weeks 
in the winter, with full pay, each year, and in cases of illness they are granted 
leave of absence with full salary for a period dependent on length of service; in 
some cases the period of sick leave, on full pay, has exceeded one year. 

At several branches in the larger centres the staff are supplied with a free 


lunch. 
The postage on the personal mail of members of the staff is paid by the 


Bank. 
The Bank defrays in certain cases the major portion of the membership 
fees in the Y.M.C.A. and the Y.W.C.A. 
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All male members of the staff are admitted to the pension fund society at 
the age of 21 on passing satisfactory medical examination. 


Each member of the staff contributes to the Fund 4 per cent of his salary, 
payable in equal monthly instalments, and a lump sum is contributed by the 
Bank each year equal to 64 per cent of the salaries of the officers admitted to 
participation in the fund. In the case of an officer having a salary exceeding 
$7,200 per annum, no contributions are payable in respect of the portion exceed- 
ing that amount. 

1. Living Allowances.—(Made to equalize varying costs of living in different 
localities.) 


Ontario.) 40. 008 0. eee) to 502$400 persannuml 
Quebeoiic. bail Hay OU aloe OF Oe S1O0=5300) per amnanind 
Prairie Provinces.: .. ,. .. .. .#-. $100-$500 per annum 
British Columbia! .92. 22 80°0! 820%: $100=$300) per annum 


2. Bonuses—In normal times it is the practice of the Bank to grant bonuses 
in addition to the annual revision of salaries, the minimum being $25 in the case 
of female clerks and junior officers, other branch officers receiving from $50 up 
to $500, according to position. 


3. Group Insurance——All male members of the staff over twenty-one years 
of age and all female members of the staff after two years’ service are eligible 
for participation in the Bank’s group insurance plan. 


The staff contributes 2 and the Bank 2 of the annual premium. 


If an officer is granted leave of absence on account of ill-health or for any 
other reason, with or without salary, he will be considered as continuing in the 
service in order that his group insurance may be continued during his unavoid- 
able absence. 


In the case of total and permanent disability before the insured attains the 
age of sixty years, the insurance will be paid in one lump sum to the insured 
instead of to the beneficiary upon the insured’s death, or the insured may elect 
payment by monthly instalments with interest, in which case, should death occur 
pete the full amount of insurance has been paid, the beneficiary will receive the 

alance. 


4. Banking Study Courses——The Bank advances to members of its staff, who 
enroll for the banking study courses conducted by Shaw Schools and Queen’s 
University under the auspices of The Canadian Bankers’ Association, up to $40 
of the $50 fee, accepting repayment in small monthly instalments. This enables 
students to save $5 on each course, as the cost is $5 extra if Shaw Schools and 
Queen’s University are required to accept payment in instalments. 


The fees are refunded in full by the Bank to all students who successfully 
complete the courses and, in addition, a bonus of $25 is granted to those who 
obtain honour standing. 


5. Cost of transfers to various branches without expense to employees:— 


Total Cost Average Cost 
19310. ee er eee lng $41.41 
LOB Pn ae eee ere 5,895 25.52 
NOB 3 ne os yee ce eee 5,134 24.56 


Average expenditure per capita per annum on behalf of branch managers 
and other officers transferred, for the years 1931, 1932 and 1933, $32. 
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6. Iliness.—If an officer, who has served less than five years, becomes ill 
and is unable to attend to his duties, the general practice is to pay full salary 
for three months and, if he is unable to return at the end of that time, half 
salary for a further period of three months. 

If an officer, who has served five years or more, becomes ill and is unable 
to attend to his duties, the general practice is to pay full salary for six months 


and, if he is unable to return at the end of that time, half salary for a further 
period of six months. 


7. Holidays—Members of the staff are paid full salary during their absence 
on vacation, the following periods being granted: 

Officers having twenty years’ service and over—One month if taken during 
the first four months of the year, or three weeks at any other time of the year; 

All other members of the staff, male and female, except very junior clerks 
who have only been in the service a short time—Three weeks if taken during 
the first four months of the year, or two weeks at any other time of the year. 


_ 8. Lunches.—Free lunches are provided for the staff at several of the larger 
points. 


9. Recreation—The Bank makes an annual contribution at a number of 
the larger points for recreational purposes, enabling the staff at these points 
to arrange social functions and to obtain recreation at greatly reduced cost. 


10. Income Taxes—All salaries are paid free of income taxes. 


lene ACH 


The pension fund covers insurance, disability pension, superannuation pen- 
sion, widows’ and orphans’ pension. 


Contribution: Staff 2% of salary from age 21 
5% of salary from age 25 to date of superannuation. 
Bank 5% of salary from age 25 plus special contributions. 


Total Contributions, from inception of fund to 31 May, 1933: 


SB VASU Me re ge te $3,900,000 
ug amie OU RGN Ate 0) IPO Ik Gaon be eatin 5,800,000 
Balance transferred from absorbed banks (contributed by 

PusiimGe amie AOU i9e HES) OR BLO £0, GO 620991 12,150,000 


$11,850,000 


Living Allowances —Living allowances of $100 to every single officer and 
$150 to every married officer in receipt of a salary of less than $2,000 plus allow- 
ance are paid in Halifax, Saint John, Quebec, Montreal, Toronto, Winnipeg, 
Regina, Saskatoon, Edmonton, Calgary, Vancouver and Victoria. Special liv- 
ing allowances are also granted to the staff at branches in pioneer mining dis- 
tricts and the like. 


Staff Rooms—At many of the branches, particularly in the West, staff 
rooms are provided without charge, preference in their occupation being given 
to the junior members of the staff. 


Luncheon.—Luncheons are provided free of charge at Toronto, Hamilton, 
Montreal, Winnipeg and Vancouver. 


Group Insurance—This scheme was commenced in 1925 with maximum 
age about 60, the tank paying the premiums according to age each year, the 
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staff paying a fixed amount each year regardless of age. $6 per thousand at 
age 21, $7.20 per thousand from age 35. Insurance runs from '$1,000 to $10,000, 
according to age, and may be continued by members if they so decide when they 
go on pension. Until the oldest members reach normal expectancy of life it is 
impossible to say what proportion the Bank will be called on to pay, but in 
1934 the premiums paid by the Bank amounted to $175,892, towards which the 
contributions made by the staff provided $131,253, the difference, $44,639, about 
25 per cent, being absorbed by the Bank. 


Group Accident and Sickness Insurance-—For the protection of the inspect- 
ing officers and other officers travelling for the Bank in the performance of their 
duties, accident and sickness insurance is carried, paid for by the Bank, ranging 
from $7,500 for single men to $15,000 for married men. 


Bonuses.—As a general rule bonuses are paid in June to officers whose 
salaries have reached a maximum for the time being but these have not been 
paid since 1930. Usually a percentage bonus is paid in December of about 
5 per cent of salaries. The last bonus of this kind was paid in December 1929. 


Driving Expense-—Where a manager or any other officer uses his motor 
ear for bank duty, he is fully reimbursed on a mileage basis. 


Banking Studies—These are carried on through arangements made by 
the Canadian Bankers’ Association for regular courses with Shaw Schools 
Limited and Queen’s University, also for a special course with professors of 
Toronto University. The Bank assists students by loans and refunds all fees 
to those who successfully pass the examinations, granting them as well a bonus 
of $25/100 in each case. 


Travelling Hxpense—All cost of transfers to various branches, either in 
or out of Canada, is paid by the Bank and allowances are made for losses due 
to discarded furniture, etc. 


The average expenditure per capita of officers transferred during the past 
five years was ‘$67. 


Retiring Allowances.—These are paid to girls retiring from the service to 
marry and to all officers, including women, retiring on account of ill-health. 
Allowances in recognition of long and faithful services are also given on retire- 
ment, according to the circumstances of each case. The total of these allow- 
ances paid during the last fiscal year was $50,480. For 1929, $94,437. 


Sickness.—-Full salary is paid during illness as a normal procedure and in 
some cases has been continued for as long as two years. Where illness is pro- 
tracted and service relatively short, full pay is given for a while and then 
half pay. No definite rule has been made but one month’s sick leave for each 
year of service is regarded as sufficiently generous. 


Furloughs—Two to three weeks holidays annually on full salary, accord- 
ing to length of service and season of the year. Three months’ leave of absence 
on full salary granted for special purposes such as travel abroad, after not less 
than ten years’ service. This is not an absolute right, but depends largely on 
the staff situation from time to time. These leaves, however, have been granted 
very freely in the past and even in the last year or so have been allowed for 
family reunions and the like. 


Income Tax—All income taxes on their salaries are paid by the bank 
for all members of the staff. 


_ 
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BANK acy De? 


The pension fund society was organized for the protection of the members 
of our staff who, on account of age or state of health, are forced to discontinue 
working after a period of years of attendance with the Bank, or their immedi- 
ate dependents in case of death. 

The pension fund is so organized that employees do not contribute to it. 
Its revenues consist of annual contributions made by the Bank and the income 
from the investment of its capital funds accumulated over a period of years. 

There is no age limit at which an employee shall retire on pension. 

There is no fixed manner of calculating the amount of a pension. It has 
been customary, however, to establish it at one-fiftieth of the yearly salary at 
time of retirement of the employee, multiplied by the number of years of ser- 
vice, but the directors of the fund are at liberty to grant more or less than the 
amount thus established, according to the circumstances in each case. 

Apart from the protection above referred to, the pension fund society also 
maintains on the life of its members a certain amount of life insurance under 
a group insurance system. The amount carried for each member is determined 
according to his salary and years of service with the Bank. The minimum is 
$1,000, and the maximum $10,000. The premium paid to the insurance com- 
panies is partly paid by the employees and partly by the society; the proportion 
contributed by the members is about fifty per cent. 


Other Remuneration.—The Bank reimburses the entire fees to the employees 
who successfully complete special banking courses. 

All expenses incurred by an employee on account of his transfer to another 
branch are reimbursed by the Bank. The cost of such transfers represents an 
outlay of about $20,000 per annum to the Bank, or approximately $15 per 
employee. 

It is customary for the Bank to reimburse its managers and other officers 
for the expenses of all trips made in the interests of the Bank. 

A few years ago, the Bank discontinued granting living allowances, but 
this does not prevent a readjustment of salary when an employee is transferred 
to a locality where the cost of living is distinctly higher than in the place from 
which he comes. 


(e) Restrictions Upon Marriage of Employees 


Bank “A” 


Officers on salaries below $1,500 per annum must obtain the Bank’s consent 
before marriage. When marrying upon a salary below $1,500, the contracting 
parties must be able to show that they are possessed of private means, either 
owned or guaranteed, sufficient to return an annual income, including salary, 
of $1,500. 

iByAnsace 1B)? 

The rule is that officers are not permitted to marry on a salary of less 
than $1,500 per annum, exclusive of allowances, but requests prior to marriage 
for some modification of the rule are given careful consideration and permission 
granted where special circumstances exist which appear to justify exceptions 
being made. 


Bann CX 


Officers are not permitted to marry on a salary of less than $1,200 per 
annum and are enjoined to consult the Bank respecting their prospects when 
salary has not reached $1,500. This rule has not been changed for many years 
but has been relaxed in practice during the last few years owing to changed 
conditions. 
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BANK “Di 


No restriction. The Bank, as a matter of policy, does not encourage a 


young employee to get married before he has a salary deemed sufficient to meet 
matrimonial obligations. 


(f) Proportion of Employees’ Contributions to Pension Fund Returned When a 
Bank Employee is Dismissed 


ANIC! AU 

When an officer resigns or is dismissed from the service, he receives one- 
third of his contributions to the pension fund. 
Bank 4B,” 


When an officer resigns or is dismissed from the service, no refund is made 
in respect of his contributions if such officer has contributed for less than five 
years, but if he has contributed for 


5 full years, 50 per cent of his contributions are returned without interest 


6 ” 55 ” ” ” 
vi ” 60 ” ” ” 
8 ” 65 ” ” “ 
9 ” 70 ” ” ” 
10 ” 75 ” ” ” 
11 ” 80 ” ” ” 2 
12 ” 85 ” ” ” 
13 ” 90 ” ” ” 
14. ” 95 ” ” ” 


and if he has contributed 15 or more years, his contributions are returned in 
full without interest. 
Banx “C” 


Since July, 1926, one-half of an officer’s contributions have been returned 
to those voluntarily leaving the service, but the rule has been broadly interpreted 
and actually refunds have been made even when an officer is dismissed. We 
can recall no exceptions. In the case of senior officers retiring whose contribu- 
tions have not been made throughout their service on the basis now required 
the refund is made by the Bank as part of a retiring allowance. 


BANK “.D.” 


None, as employees do not contribute to the pension fund (see page 741, 
under. Banke 1). 4)e 


(g) Age at which superannuation becomes effective 
BANK Se 


Officers retire on pension at the age of sixty-four. In cases of ill-health, 
however, officers may retire at an earlier age, but no officer with less than ten 
years’ service is eligible for pension. 


BANK, 44D), 
The period when an officer may receive an annuity or pension is decided 
in all cases by the Board of Directors. As a general rule, however, no pension 
shall be granted unless the officer shall have completed not less than ten years 
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of continuous service in the Bank subsequent to his admission to participation 
in the Fund, and no pension shall be granted to an officer unless he has attained 
the age of sixty years or is incapacitated for further service by ill-health or 
affliction. 

Subject to the rules and regulations, an officer who has been in the con- 
tinuous service of the Bank for ten years and upwards, exclusive of any service 
prior to his admission to participation in the Fund, and who has completed 
the sixtieth year of his age (or is incapacitated for further duty by ill-health 
or affliction) shall be eligible for and entitled to a pension on retirement. 

An officer on attaining the age of sixty-five shall retire, unless for special 
reasons the Board of Directors may wish him to continue and he consents 
thereto. 

Bann ee”? 


Superannuation becomes effective on disability for further bank work or 
at age 60. Some officers are carried beyond that age but only at their own 
request. 

IB\Ausjre ID) 


No fixed age (see page 741, under ‘Bank “D”’), 


(h) Proportion of employees’ contribution to pension fund payable on 
superannuation 


Bani UA? 


A pensioner is entitled to an annual pension of one-fiftieth of his salary, 
at the date of superannuation, for every year of his service in the Bank while 
a member of the pension fund society, up to but not exceeding thirty-five 
fiftieths. Maximum pension, $5,000. 

On the decease of an officer or pensioner his widow is entitled to half her 
husband’s pension, to be paid until her death or until re-marriage, when, if 
there are any minor children, the amount of her pension is paid for their use 
until coming of age. 


Tease “8 1B} 


The pension allowed to each officer is on the basis of one-fiftieth of his 
salary at date of his becoming entitled to a pension for each year of his service, 
exclusive of any service prior to his admission to participation in the fund, the 
maximum pension not to exceed thirty-five fiftieths of an officer’s salary or 
thirty-five fiftieths of $7,200 in the case of an officer whose salary is in excess 
of that amount, and no pension shall exceed $5,000 per annum. 

The widow of a deceased officer receives half the pension to which her 
husband would have been entitled, which ceases on remarriage, in which case, 
or upon her death, her pension is payable to the children, if any, of the deceased 
officer in equal shares until the age of eighteen is reached in the case of a boy 
and twenty-one in the case of a girl or if she marries under that age. 

The widow of a pensioner, who shall have been married to him after he 
became a pensioner, shall not be entitled to any pension. The widow of an 
officer shall not be entitled to a pension if she shall have been at the time of 
her marriage to him more than fifteen years younger, but the Board may, in 
such cases, grant a pension to such widow if they see fit. 


ASN Ke ae ©) 2 


There is a definite relationship between a member’s contribution to the 
pension fund and the amount he receives as pension on superannuation inas- 
much as both are based on salary and years of service. There is not an 


744 SELECT STANDING COMMITTEE 


absolute relationship of the individual’s total contribution and his total pension 
payments as the amount of the latter will depend on the date of the death of 
himself and wife and the ages of their children if any. Taking members as a 
whole, however, they have contributed and are contributing materially less than 
50 per cent of the amount required to produce the benefits provided by the 
fund as indicated by the figures given under (d) (see page 7). 

Pensions on superannuation are one fiftieth of the average salary for past 
ten years for each year up to 85 years’ service over the age of 21, maximum 
pension $5,000 per annum. If disabled before 60 the average salary is that 
between 50 and the age of disablement. If 50 or earlier then pension is fixed 
on salary at time of disability. Those without widows or children are covered 
by the insurance feature of the fund. 

During the first year of retirement on pension an allowance is paid by 
the Bank which, together with the pension makes up the full amount of his 
former salary for that year and longer in the occasional case. Widows’ pen- 
sions are usually augmented by annuities paid by the Bank according to in- 
dividual needs. 


Retiring Annuities—In the case of temporary clerks, women and others 
of long service, retiring annuities are granted by the Bank. Total amount of 
these annuities to pensioners and others for the last fiscal year $270,986. 


IBVAifie (SY 1D) 
Employees do not contribute to pension fund (see page 741). 


(The Committee then resumed consideration of Bill 18, An Act respecting 
Banks and Banking.) 
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House or Commons, 


May 15, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 o’clock 
a.m. Mr. Hackett, Vice-Chairman, presided. 


Mr. Warp C. PITFIELD, called. 


The Actine CHarrMan: 1] will read the amendment proposed to section 166 
(1) i 
Every person using the word “ bank,” “banker,” or “banking,” or 
the words “investment banker,” “savings bank,” “banking company,” 
“ banking house,” “ banking association,” or ‘“ banking institution,” either 
alone or in combination with other words, or any word or words of 
import equivalent to any of the foregoing in any foreign language, in 
a sign or in an advertisement or to describe his business or any part 
of his business, without being authorized so to do by this Act, or by 
some other Act of the parliament of Canada, is guilty of an offence 
against this Act. 


Mr. Ward Pitfield, of Montreal, is the president of the Investment Bankers’ 
Association of Canada. After a meeting of the committee a week ago the 
chairman, in deference to the express wish of the committee, requested Mr. 
Pitfield to come before the committee to-day to express his views and those 
of his associates on the suggested amendment. 

Mr. Irvine: Is he a manager or director or owner of a banking institution? 

The AcTING CHAIRMAN: You can ask him that. 

The Witness: As president of the Investment Bankers’ Association of 
Canada, I should like to communicate for consideration by the committee the 
following observations with reference to the proposal that the Bank Act should 
prohibit the use of the term “ Investment Bankers” by dealers in investment 
securities. 

A brief history of the Canadian bond business is contained on page 27 of 
the Report of the Royal Commission on Banking and Currency in Canada, 1933, 
in chapter 2, The Historical Sketch of the Financial Institutions of Canada, 
section 9, under the heading “ Investment Bankers.” 

As there noted, when the Great War cut Canada off from London as the 
source of supply for capital funds, Canadian borrowings and issues of securities 
had to be made chiefly in the United States. 

In the early days of the business, issuing houses, that is to say under- 
writers or purchasers of securities, government, municipal and corporation, 
were generally known in Canada as bond dealers. They were the houses which 
generally found capital for those who wanted it. They were called bond dealers 
to distinguish them from brokers, which was the name given to members of 
the stock exchanges who bought and sold as agents for members of the public, 
shares and in some cases bonds already on the market but who took little 
if any part in the process of providing capital in the first instance. 


Therefore the function of the bond dealer in Canada was similar to the 
function performed by private bankers and institutions of that kind in Great 


(Mr. Ward C. Pitfield] 
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Britain, who though not banks of deposit or of issue were bankers in the sense 
of being persons who provided capital by loan or through the purchase of 
bonds or shares when it was needed by public bodies or by private corporations. 

The term “Investment Banker” was not in common use in this country 
as descriptive of an issuing house or private banker dealing in securities until 
it became a general practice to go to the American market for money for 
Canadian requirements. As business in securities increased between Canada 
and the United States, it became evident that the term “bond dealer,” which 
was not used in the United States, was sometimes understood there as referring 
to a dealer or issuer of indemnity or guarantee bonds rather than a person 
dealing in investments, and the term “investment banker,’ which was in 
general use in the United States to designate an issuing house or dealer in 
investment securities as distinct from a stock broker, gradually came into use 
in Canada with the same significance. 

The association known as the Investment Bankers’ Association of Canada 
is a voluntary association which was formed in 1916 and was originally known 
as the “Bond Dealers’ Association of Canada.” Its membership of 32 at 
formation included the majority of the larger firms engaged in the purchase 
and distribution of securities in Canada. 

As the term “investment banker” had gradually replaced the term “bond 
dealer” as descriptive of the members of the association, it was decided in 
1925 that the name of the association should be changed, and since that time 
it has been known as the Investment Bankers’ Association of Canada. 

I should perhaps add that one reason for giying up the use of the term 
“bond dealer” was that it was not descriptive of the actual business carried on, 
for investment securities of all kinds, shares and stocks as well as bonds, were 
commonly underwritten or bought by financial houses. 

Investment Bankers Association of Canada now has a membership of 101, 
with 18 branch memberships. Through its executive committee and 8 sub- 
committees the association performs a useful public function in protecting the 
interests of investors as well as investment houses, and also it is providing a 
convenient channel of communication between investment dealers, members of 
the Association and others, and the Federal government in connection with its 
financing as well as with provincial governments in relation to their efforts to 
regulate and improve conditions in the business of the distribution and sale of 
capital issues. 

The term “Investment Banker” has acquired a definite meaning in the 
United States. It has also acquired a definite meaning in this country in con- 
nection with the same business, that of the distribution and sale of investment 
securities. Commercial banking in Canada is carried on by the chartered 
banks alone under the Bank Act and they are known as ‘“‘Banks.” 

It is difficult to see how there can be any real danger of confusion between 
the term “bank” and the term “investment banker.” I have really nothing 
to add, gentlemen, except to say that the term is a general term. It is rarely 
used in the advertising of any of the members of the association. We notice 
it sometimes on the windows and signs of not individual members of the associa- 
tion but other dealers engaged in the investment bond business and securities 
business who are not members of our association. 

I have been engaged in the bond business for twenty-five years, and I 
honestly do not know of any case in which the business in which we are engaged 
has been confused with the business in which the banks are engaged. We have 
spent—it works out at about ten years—in the formation and organization and 
carrying on of our association, and I really think it would be really a nasty 
thing to have the name changed at the present time. That is really all I have 
to say. 

[Mr. Ward C. Pitfield] 
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Mr. Irvine: Mr. Chairman, the witness said that the term “bond dealers” 
was not sufficiently descriptive because they, the bond dealers, provided capital 
for loans. Where do they get the capital for loans if they do not take deposits 
of any sort? Is that just the personal property of the company, or what is 
the source of their capital? 

The Witness: The source of capital, of course, of a dealer in investment 
securities is primarily his own which he uses in his business; secondly, the 
capital that he may borrow from the commercial banks on the inventory of 
securities which he may be carrying in the same way as any other merchant 
would do; and, thirdly, his capital is augmented in one way by the rapidity 
of his turn over of the securities which he is buying and selling. 

A bond dealer or investment banker, I should say, gentlemen, is an under- 
writer of securities, in that he guarantees the subscription sometimes of a given 
issue by the public. He is a purchaser of securities because he makes a definite 
bid for an issue of securities and pays for them; in other words, he is a broker. 


By Mr. Baker: 


Q. He is in no sense a banker?—A. I took the trouble to look up the 
definition of a banker in the Encyclopedia Britannica. 
Mr. Irvine: That is no authority here. 
The Wirness: If it is of any interest I will read it. 
Mr. Coote: Let us have it on the record anyway. 
The Wirness: This is the definition as found in the Encyclopedia Britan- 
nica: 
Banker, a dealer in credit; one who operates a bank or a banking 
house through the use of the credit and funds of both himself and others. 
The term is often used in a very broad and loose sense to apply to 
capitalists, financiers, investment bankers, commercial paper bankers, 
stockbrokers, etc. Strictly, however, it should apply only to the credit 
merchant when he uses the credit and funds of others. If he uses only 
his own credit and funds he is a capitalist; if he engages in the organiza- 
tion and financing of business and the handling of their securities he may 
be a financier promoter or broker— 


An investment banker uses not only his own funds, his own capital, but uses 
the credit which may be available to him for borrowing from commercial banks 
or from private sources, and he also uses his ability and his rapidity to make 
his turnover. 

Mr. Wiis: Might it be permissible, Mr. Chairman, to indicate to Mr. 
Pitfield why this amendment is being brought in so that he may make a reply 
if he cares to. 

The ActING CHAIRMAN: Quite. 


Mr. Wiis: Those sponsoring the amendment feel, that because in the old 
Act we forbid the use of the word “bank”, we forbid the use of the word 
“savings bank” in a foreign language; we forbid the use of the word “banker”; 
we forbid the use of the word “private bank”, therefore, it seems that in order 
to be consistent we should also include the word “banking” itself. The present 
limitations have been indicated, but for consistency we feel that the word 
“banker” should also be added. 

Secondly, in order to be fair to those who operate in this country what are 
known as banks, we forbid, for instance, the Province of Ontario to use the word 
“banks” in connection with its savings offices. If the Province of Ontario desired 
to use the word “banker” in another language it would be forbidden. We give 
to the banks a charter, and because we exercise a distinct control over them we 

[Mr. Ward C. Pitfield] 
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allow them to use the word “bank”. It is assumed, I should say, by the 
ordinary person on the street, that the word “banker” assumes the business of a 
bank, the existence of a bank controlled by that person who calls himself a 
banker. We do that in order that people may not be misled. That is to say, 
by using the word “banking” it gives them a sense of security which is not 
present. 

Mr. Pitfield has intimated that the Investment Bankers’ Association cannot 
control the use of the words “investment banker”; that Al Capone can come to 
this country and use the words “investment banker” if he so desires. 


Mr. Jacoss: No, he cannot, he is in jail. 


Mr. Wiis: Mr. Jacobs is entirely incorrect, because he could do so after 
eleven and a half years. 


Mr. JAcoss: Let us deal with that when we come to it. 


Mr. Wituis: Well, Mr. Jacobs himself might call himself an investment 
banker. In any event, my point is that the Investment Bankers’ Association 
does not control] the use of the words “investment banker” and, therefore, any- 
body could use it. 

The amendment is sponsored because we want to carry out the spirit of 
that which was intended when the Bank Act was previously amended. I do not 
think the investment bankers do it wittingly, but any man knows they evade 
the spirit of Section 166 of the Act when they use the word “banking”, having 
been forbidden to use the word “bank” or “savings bank”’. 

Perhaps more than anything else we desire that they should not use the 
word “bank”, because we have no control over people handling investment 
securities; we have no control over brokers. And, therefore, as we do control, 
to a degree at least, those who use the words “bank” and “banking” and “savings 
bank”, and as we do not control those who use the words “investment banker” 
we think it advisable that we should include there the word “banker”. 

There is no prejudice at all, of course, against the investment bankers or 
the Investment Bankers’ Association, but there is that feeling that in order to 
be consistent, to be fair, in order not to mislead nor to carry out the spirit of the 
Act we should do this because we do it in other cases where we exercise a con- 
trol, as we do over the banks themselves. 

I suggest also that the Investment Bankers’ Association might very well 
be called “Investment Securities Association” because the witness has indicated 
that they deal in investment securities. 


By Mr. Irvine: 

Q. Mr. Chairman, I would like to ask the witness one question. The 
reputation of the banks is not very good in Canada. Do you think it would 
hurt your business to retain that name in the future?—A. Mr. Irvine, I did not 
come here really to discuss peoples’ reputation. 

Q. Not peoples’ reputation, it is the banks I am talking about?—A. Well, 
the bank as a corporation under the law. I have no observations to make on 
the Canadian chartered banks except to say that the proof of the pudding is 
the eating of it and they are still doing business. 


By Mr. Spencer: 

Q. I would like to ask a question of Mr. Pitfield. He has outlined to us 
the work of an investment banker. Is there any of the work he has outlined 
not been done by the present commercial banks to a certain extent? Are they 
not covering a similar field more or less?—A. My impression is, the difference 
between a commercial banker and a dealer in bonds or stocks—in England there 
is no prohibition against the use of the word “ banker,” there is none in France. 
You see different displays in France and England on the windows and signs 


(Mr. Ward C. Pitfield] 


BANKING AND COMMERCE 749 


of various banking houses; they call themselves bankers yet they are not 
subjected to regulations for using or not using the word. I may be mistaken, 
but I do not think there is any prohibition of the word in the United States. 
It seems to me, that in Canada we single the banking fraternity out as needing 
regulations more than it does in other countries. But the difference between 
commercial banking and the business of a dealer in investments, or a banking 
house, a private banking house, in my opinion is that the commercial banks 
are banks of deposit; they are banks that make short term loans that cannot 
be called capital. They make loans, let us say, on inventories of raw material, 
manufactured goods, and on accounts receivable that turn over rapidly and, 
let us say, on short terms, 30, 60 and 90 days. A dealer in bonds, on the other 
hand, or an underwriter of a bond issue makes a loan for a long period of years, 
on the basis of 5, 10, up to 20 years, and he really provides capital whereas 
the commercial banker provides working capital. Is that a fair definition, 
Mr. Spencer? 

Q. But the bankers do, I understand, handle bonds to a certain extent, to 
the extent at least that I believe the Investment Bankers’ Association to which 
you belong rather objected, is that not so?—A. The Investment Bankers’ 
Association and the banks themselves put briefs before the Macmillan Com- 
mission setting forth their views. If you like, I can refer back to that brief; 
it is here in my file. Would you like me to do that? 

The Acting CuarRMAN: That is all available to the committee. 


_ The Wrrness: And the Macmillan Commission made certain recommenda- 
tions which, I presume, will be considered by this select committee, and again 
by the house when the Bank Act is finally approved. 


sel AcTING CHAIRMAN: Are there any further questions from Mr. Pit- 
eld? 


Mr. Coore: I would like to ask two or three questions, Mr. Chairman. 
I want particularly to ask Mr. Pitfield whether he can say anything further in 
support of the idea that the business he represents is really a banking business. 
Of course, that is the question we are chiefly concerned with here. 

The Wirness: I should think it is a banking business, Mr. Coote, because 
there are different kinds of banking business. There is the commercial banking 
business. In France, for instance, I think they have what they call exchange 
banks, and so on. And you have savings banks, and in some countries you 
have mortgage banks. And, as the Chairman has just remarked, land banks. 
I should say our business decidedly is a banking business, and if we were 
in business in Great Britain we would call ourselves private bankers or mer- 
chant bankers without hindrance of law of any kind. 


By Mr. Baker: 


Q. Do you discount commercial paper?—A. No. 

Q. Is not that one of the prime functions in banking business?—A. My 
impression is it is the principal business of a commercial banking house but, 
as I understand it, there are various kinds of banks. 


By Mr. Willis: 
Q. Do you take deposits? —A. No, that is prohibited by the Bank Act. 


By Mr. Jacobs: 

Q. You take deposits and you turn over a bond, I suppose?—A. In cases 
we are paid in advance for securities, yes, but securities are earmarked against 
payments that are made. 

_ Q. Is this association under supervision or licence by any board or author- 
ity?_A. The provinces, through their Security Frauds Prevention Act, regulate 
brokers and regulate dealers in investment securities. 

[Mr. Ward C. Pitfield] 
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By Mr. Coote: 


Q. You said in your evidence, Mr. Pitfield, that you had protected the 
investing public, or your association had. Would you tell the committee in 
what way you have protected it? 


The Actinc CHarirmAn: Mr. Jacobs has the floor. 


By Mr. Jacobs: 


Q. You say you are governed by the Security Frauds Prevention Act?— 
A. That is correct. 

Q. But not under Dominion authority?—A. That is correct. 

Q. Well, as you know, the Dominion authority has jurisdiction over banks? 
—A. Yes. 

@. And you consider that you are sufficiently licensed by being under 
provincial authority?—A. Well, I can only put up a comparison to you Mr. 
Jacobs. There are no particular Security Frauds Prevention Acts in Great 
Britain, yet the ordinary statute law and the common law of the country is 
administered and when people do wrong they are put in jail. 

Q. Not always, Mr. Pitfield; sometimes it happens by accident.—A. But 
the private banking firms in England are regulated by the ordinary statute 
law and the common law, and any offence which we commit makes us subject 
to that law. And, in turn, we are subject to the law here, because the law is 
passed by the Dominion parliament; but we are also subject to regulation by 
the security commission in the various provinces, for instance, Colonel Drew 
in Toronto; I forget the name of the commissioner in Quebec, and the regula- 
tions, I can assure you, are extremely strict. 

Q. To strip it of all its frills, your business is simply of selling bonds to 
the public—A. On occasion it is buying bonds from the public. It is really 
the business of dealing in bonds, preferred shares, debentures, investment 
securities, and underwriting. 

Q. That applies to the selling, but you have agents throughout the country 
who solicit a certain range of clients or customers, and you buy in large quan- 
tities and sell them in small quantities?—A. That is correct. 

Q. Well now, in no respect is your business really a banking business in 
the sense in which the Bank Act interprets banking?—A. That is rather a 
difficult question for me to answer because, frankly, I have not read the Bank 
Act in years until I read the new Act this morning. It is frankly my opinion— 
and I have stated before and I repeat it again—that we do a banking business 
in long term securities. 

Q. The British North America Act declares that banking shall be under the 
jurisdiction of a Federal authority. You know that, do you not, Mr. Pitfield? 
—A. I know that, yes. We are not disputing any authority which may govern. 
I am merely advising you, sir, that we are subject to all sorts of authority and 
regulations. 

Q. And this fanciful name came to us through Canada, not the United 
States or England—A. When 30 per cent of your funded debt is held in a 
given market— 

Q. I am referring to the name only.—A. The Canadian Investment Bankers 
are an agent or part of the distribution of Canadian securities in the United 
States. The United States holds roughly 30 per cent of our funded debt to-day. 
It is obvious, in dealing in that market that the terms used in that market are 
creeping into this market, and the Canadian dealers work in that market— 


Mr. Jacozs: That means, they take the snuff in hae York to-day and we 
sneeze in Canada to-morrow. 
[‘t:. Ward C. Pitfield] 
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By Mr. Coote: 


Biel Qs Tui Chairman, might I now ask Mr. Pitfield a question? In what way 
1S your association protecting the investing public in Canada? 


Mr. Ernst: Mr. Chairman, we are enquiring only into the propriety of 
the use of this name. 


The Wirness: I have no objection, Mr. Chairman, so long as the patience 
of the committee stands it, to sit here all day. This association comprises, Mr. 
Coote, practically every, or the majority—and the very substantial majority— 
of dealers in investment bonds and securities in Canada, and it is subject to 
the regulations of an executive committee which has members from coast to 
coast. It has eight special committees which deal with different functions of 
the business, and these committees and the members of the fraternity are work- 
ing together very closely all the time. We also work very closely with the 
Provincial authorities who regulate our business, and when matters of public 
interest come up, and when our advice, or our work or utility can be of any 
assistance, the association offers its services, and performs services which are 
useful to the community and to itself. 


Q. Have you with you a list of the members of your association which 
you could give to the committee?—A. I regret I have not one here, Mr. Coote. 
I have one in my room, and I would be glad to file it with the secretary of 
the committee. 


Q. The reason that I ask you that question is, that I am sure the com- 
mittee is very anxious to protect the investing public. We have spent a lot 
of our time in this committee, I think, on that very point, and I have been 
handed a letter put out by an investment banking company or house in Toronto 
sometime last year, and I would just like to read one paragraph from it. He 
is quoting the words of a president of a well known Life Insurance Company, 
and this is what he says:— 

In general, the financial and industrial leadership in Canada has 
differed only in degree from the depredations of the Robber Barons of 
Medieval Europe, the Brigands of Tartary or other ungodly country, 
the Corsairs of Algeria or the Pirates of Penzance. 


Now, we know that the Canadian banks are very well regulated; they are, no 
doubt, the leaders in finance in the financial world, and you are telling us that 
the Investment Bankers’ Association have protected the Canadian public; but 
we are continually receiving complaints from the public that they have been 
mulcted of their savings, that their money has been taken from them by invest- 
ment—I heard them say bankers—by somebody who is dealing in investments 
in Canada; their savings have simply disappeared. I would like to ask you 
something about the securities which investment bankers, take your house or 
any other house, have underwritten; you say that is one of the chief duties. Have 
you any pulp and paper securities— 

Mr. Ernst: I do suggest, Mr. Chairman, that it may well be what Mr. 
Coote is inquiring about is proper matter for an inquiry in the proper place, 
but I say that it is not before this committee. We are dealing only with the 
question of this name, whether they have the right to use the name or not, 
not whether they have underwritten worthless securities. 

Mr. Irvine: Whether or not they have the right depends upon what they 
are doing, and we want to find out what they are doing. 

Mr. Ernst: I submit that this committee is not the place for that, and 
I will press my point of order. 

The Acting CuatrMAN: Mr. Coote, have you anything to say to the point 
of order. 
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Mr. Coote: I certainly have, Mr. Chairman. We are here discussing a 
very important question, whether anyone outside of the banks named in this 
bill should have the right to use the term ‘“ bank” or “ bankers,” or words to 
that effect. Surely the operations of those who have been using the term 
“bankers” should be the determining factor in this committee, that is, if we 
consider that the word “ bank” or “ bankers” is something that is to be pro- 
tected by legislation. If that is not a proper thing for us to investigate I 
cannot see why we have a committee sitting here at all. JI really think that 
the point of order raised by the honourable gentlemen is the most far-fetched 
point of order that has yet been brought before this committee. This com- 
mittee, as a matter of fact, I think has agreed to go a lot farther than I am 
doing at the moment, to enter into the investigation suggested by Mr. Power 
as to the relation between the banks and the pulp and paper companies, the 
extent to which uncontrolled expansion of credit brought about over capitaliza- 
tion and so on. The witness is one of the bankers engaged; he is an old invest- 
ment banker; he is president of the Canadian Investment Bankers’ Association, 
and I think he is one of the best witnesses that we could get to give us infor- 
mation on that point. I certainly think, Mr. Chairman, that I am in order in 
asking Mr. Pitfield any questions that I have asked up to this time. 

Mr. Ernst: Just one observation in reply. The general modus operandi 
of the investing business, of course, is a proper question for inquiry, but the 
particular method of operating, whether they have underwritten worthless 
securities or valuable securities, I submit, is not now pertinent to this committee. 
We at the moment are inquiring into only one question: Shall section 166 be 
amended or shall it not? We are not dealing with the general terms of refer- 
ence to which Mr. Coote has referred, and I do suggest to the committee that 
if we are ever to get out of here we must stick to the terms of our inquiry, 
and I would ask you, Mr. Chairman, for a ruling. 

Mr. Sanperson: I would like to ask Mr. Pitfield a question. 

The Acting CHAIRMAN: We are disposing of the question. 

Mr. Sanperson: J think it has something to do with this. 

The Acting CHatrRMAN: If you wish to address the chair on the question 
of order we will be glad to hear you. 

Mr. Sanperson: Well then I will address the chair on the point of order, 
but I would like to ask Mr. Pitfield if he considers— 

The Acting CHarRMAN: That is not the point. 

Mr, SANDERSON: What I am trying to get at is this, Mr. Chairman: Let 
us be very frank about this. I take it from the remarks of Mr. Pitfield, that 
he considers he is a banker and a broker, and a promoter, and the companies 
that he is connected with, and the companies that he is representing here, 
according to him, are bankers and brokers— 

Mr. Ernst: Investment bankers. 

Mr. SANDERSON: No, he said bankers, promoters and brokers. 

The Acting CHatrMAN: I do not think that is pertinent to the question. 

Mr. Power: He has not come to his argument yet, let him speak. 

The Acting CHAIRMAN: The question as put forward by Mr. Coote may 
be a proper subject for investigation under one of Mr. Power’s resolutions, but 
the question which is before us this morning is whether or not the term 
“investment banker” may be confused with the term “ bank” as used in the 
statute, and I shall maintain the objection of Mr. Ernst. 


Mr. Spencer: Mr. Chairman, might I ask, when we are discussing Mr. 
Power’s resolution will we have the power to call Mr. Pitfield as one of the 
investment bankers? 
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The Acting CHarrMan: I would think so. 

Mr. Coorr: Mr. Chairman, I wish to appeal from your ruling. 

The Acting CHarrMaAN: Gentlemen, we normally meet at four o’clock— 
Mr. Coore: Do you formally rule that I was out of order? 

The Acting CHAIRMAN: Yes. 

Mr. Coore: Then I appeal from your ruling. 

Hon. Mr. Moranp: I move we adjourn. 

Mr. Coote: Let us dispose of this question first. 

Hon. Mr. Moranp: I move that we adjourn. That takes precedence over 
- anything else. 

The Acting CuatrMANn: A motion to adjourn is in order, but I think we had 


better settle this question. The question is on the appeal from the chair. Those 
who are in favour of sustaining the chair will please stand. 


(Appeal from ruling of chair sustained by vote of nine to six.) 


The ActiING CHAIRMAN: We normally meet at four o’clock, and it will be 
necessary to find another Chairman, at least for a few minutes this afternoon, 
because I have to be at the Supreme Court, or if you care to meet at half past 
four, it will be equally satisfactory. 


The Committee adjourned at 1 p.m. to resume at 4.30 p.m. 


AFTERNOON SITTING 
The Committee resumed at 4.30 p.m. 


The AcTING CHAIRMAN: Will the Committee come to order? We will con- 
tinue with the examination of Mr. Pitfield. Are you ready, Mr. Coote. 


W. C. PirFreLD, examination continued. 


By Mr. Coote: 

Q. I have not very much further examination to make, Mr. Chairman, but 
I can go on with what I have. I would like to have a look over the list of 
members of the association which Mr. Pitfield represents, but I would like to 
ask Mr. Pitfield if he could tell us, approximately, how many flotations of 
new issues his firm has put out say in the last five years; I would like to ascer- 
tain the amount of business of that nature which is transacted by some of the 
prominent houses?—A. I think in the last few years, Mr. Coote, there have been 
comparatively few new capital issues except those for the account of govern- 
ments or municipalities. With declining earnings in the bigger corporations the 
market has not been at all favourable. 

Q. There were quite a number put out in the years from 1925 to 1929?—A. 
Yes, a great many. 

Q. Or from 1923 to 1929?—A. Yes. 

Q. Could you say off hand, Mr. Pitfield, how many flotations were put out 
by your company which were necessary to make some rearrangement between 
the company and the bondholders or the security holders?—A. I think there are 
two, perhaps three out of a total of twenty-five. 

Q. Did your firm underwrite any of the pulp and paper securities or cor- 
porations connected with the Dominion Power and Paper?—A. No. You mean 
the Canada Power and Paper. 
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Q. Yes?—A. No. 

se May I ask, is the Dominion Securities a member of your association? 
—A. Yes. 

Q. And Wood, Gundy & Company?—A. Yes. 

Q. Do you think, Mr. Pitfield, that a great part of the public are more apt 
to trust to your judgment as to the value of securities because you use the word 
“banker”?—A. No, I frankly do not. I think perhaps at one time the word 
“bank” or “banker” may have conveyed a feeling of a great deal of trust, Mr. 
Coote, but I gather, after listening to or reading the testimony arising out of 
the investigations in the United States that the use of the word “bank” or 
“banker ” perhaps has not now the same standing that it had. 

Q. Well, might I ask do you consider that it is of value to the members 
of your association to be allowed to use the word?—A. I do not think the word 
“banker” would help us in the least, because not only would it be misleading 
but it would be inaccurate. I think the words “investment banker” have been 
in such constant use for such a length of time and in so many markets in 
which Canada must deal—because we cannot deal solely within our own small 
market itself—that the use of the words is worth something to us. 

Q. What I meant to ask was, do you consider the present phrase which you 
are allcwed to use “investment banker” as being worth something to the mem- 
bers of your association?—A. I think frankly it is, yes. 

@. And would you consider it was in the nature of a loss if any amendment 
to the Act prevented you from using that term?—A. I should not be here at 
the request of my associates if I did not. 

Q. I think that is all I have to ask, Mr. Pitfield—A. Might I just make 
one further answer to Mr. Coote. We have had this association in Canada 
for some nine or ten years, to be exact, and its predecessor association for 
some years prior to that, and I think it has acquired a very substantial amount 
of good will in that time. The association seems to be weleomed in co-operating 
with the provincial governments and Dominion government, and other public 
bodies. 

Q. If I might ask another question, has your association any power to 
discipline, in any way, the members of the association, or to in any way super- 
vise or regulate the business they do, or to set any standard as to the securities 
which they offer?—A. We have no legal power, and frankly we have discussed 
incorporating to acquire such power, but the more we consider it the more we 
feel that our Business Conduct Committee, acting privately and quietly, can 
accomplish just as much good as a committee or a company that had legal power 
to discipline its members. I presume you know, Mr. Coote, how the bank 
interests of England are dealt with and so on, that the Bank of England 
intimate that so and so should be done or so and so should not be done, they 
have no law to govern that. 

Q. I know very little about that——A. I mean that is a fact in the British 
market, which seems to be the best regulated of any; its customs govern it in 
the words of the Bank of England and authorities of that kind. 

Q. There is a general opinion, Mr. Pitfield, that some of the companies that 
belong to your association. have floated securities which should never have 
been floated, and the last two or three questions I have directed to you have 
been with regard to that very matter. I am not raising a question as to any 
securities that have been floated by your own firm, I do not happen to know, 
but may I ask you this: Do you sell the bulk of the securities which you 
handle to the financial houses including insurance companies, or do you sel! 
them direct to the general public?—A. Our markets go all the way from insur- 
ance companies to the general public and they cover Canada from coast to 
coast, the West Indies, the United Kingdom, and even France, Switzerland, 
Holland, and so on. 
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Q. Would you care to pass an opinion as to whether insurance companies 
and financial houses provide the bulk of the business or does the genera] public? 
—A. It is rather difficult to answer without statistics. 

Q. I was only asking if you had general information?—A. For gilt edge 
securities I should think decidedly financial institutions and insurance com- 
panies, and particularly recently when institutions have been purchasing mostly 
government securities during a period of depression; I should think in normal 
times or in these times the public take much more interest in yields, I mean 
a generous yield rather than a low yield with more interest, with the idea of 
profiting by an investment in corporation securities, I should think decidedly 
the public buys more corporation securities to-day. 

Q. Well, I had that idea myself, and it seems to me the public have taken 
the bulk of the loss in the drop in value of securities in the last few years, and 
I was going to ask you whether, because of that, you thought it was time that 
some attempt was made to regulate investment banking, if you like to use 
that term in a manner that up to this time has not been attempted?—A. Well, 
talking about attempting to regulate investment banking, as a matter of fact it 
is regulated and supervised to-day by your various Blue Sky laws, we call them 
that; I presume you call them that; it is governed by your statutory law and 
your common law, and, in so far as I would think, is regulated sufficiently, Mr. 
Coote. You cannot legislate a person into Heaven, and you cannot legislate 
against people taking a loss in securities, in purchasing with declining values 
and declining earnings and so on, can you, any more than you can prevent a 
bank making bad loans during that period. 

Q. Well, the banks have a way of recouping themselves which the general 
public do not seem to have; and I have in mind one particular issue, and I 
will only take a minute or so on this, Mr. Chairman,—the case of the refinancing 
of P. Burns & Company in which, I think, something like $7,000,000 in securities 
were sold to the general public. I have had many complaints about it, and 
many people have written to me asking that I should endeavour to have that 
issue investigated by this committee. I understand the securities were floated 
by a member of your organization, and the public are being mulcted out of their 
savings, and I am just asking you whether with your experience you thought 
that perhaps we could do something in the way of regulating an issue of those 
securities? —A. I do not see how you could regulate those things, Mr. Coote, 
and I am being perfectly honest and frank with you just as I would be doing 
anywhere. Securities are issued at a time when people are making money, 
when conditions generally are very good, and they are distributed amongst 
hundreds of people, based on their judgment confirmed by others at the time 
of purchase. The Burns Securities, I am satisfied, were issued in perfectly good 
faith. The Burns business has been one of the finest businesses we ever had in 
Canada, you know that. But the Burns business, like almost any other business 
in the same line, found it extremely difficult to stand the tremendous heavy drop 
in commodity values and the disappearance of profits, a loss in inventories which 
was colossal I believe. The packers work on an extremely small margin of 
profit per dollar, and I gather they must carry very heavy inventories, and if 
there is a drop in commodity values then they must take substantial losses. 

Q. The attempt, I think to make the earnings of the Burns Company pay 
dividends on another $7,000,000 of water is responsible for, shall I say, the 
rearrangement that seems to be necessary in Burns securities to-day, I only 
bring that up incidental to this question of whether the business of the invest- 
ment banker should not be regulated, and unless you have some further infor- 
mation to express I think that is as far as I can go?—A. I have honestly given 
of my best or worst. 

Q. You see, a lot of people are entrusting their savings, are putting their 
savings in securities which are issued by these companies which belong to your 

82684484 (Mr. Ward C. Pitfield] 


756 SELECT STANDING COMMITTEE 


association, and a lot of them have had their faith very badly shaken in certain 
companies at any rate. Whether that is going to extend to all people engaged 
in that business is a matter of concern, I should think, to every member of your 
association?—A. It is a matter of great concern, Mr. Coote. I would like to 
put this question to you, if I may: Supposing this committee in its wisdom 
decided to recommend to the House that a committee be appointed of your most 
eminent merchants and bankers, say nine of them, who will pass on and review 
every issue of securities brought out in this country, and they will say the issue 
can be made or cannot be made; supposing they say it can be made and it is 
passed on to the public, and in spite of their wisdom and judgment conditions 
change radically five years after the flotation is made difficulties arise, the 
company becomes insolvent and needs reorganization. What responsibility 
has that committee to the public? Is not the government taking the position 
almost of giving a quasi guarantee to that security. 

Q. Well, that might depend upon the set up of the board which you are 
suggesting?—A. All right, won’t the people in their ignorance say that that is 
approved by the government? 

Q. Well, of course, that is very difficult to say in advance what the public 
would say, but I think a board even such as you suggest would not have 
allowed the flotation of, for instance, the Burns Company under the conditions 
under which it was floated?—-A. The Burns Company, Mr. Coote, for years after 
it was floated, the securities were substantially good and marketable. I am not 
upholding the Burns business, I know very little about it, but I am defending the 
theory, and I am satisfied that the Burns securities were put out in all good 
faith, and I am satisfied that the best judgment of the people putting them out 
was based on that fact. 

Q. All I can say is that the judgment of some of these men has been very 
poor, and perhaps their ability has been overestimated, and in some cases there 
was no justification whatever for putting the securities out. 

The Right Hon. the Prime Minister: An opinion shared by a great many 
people, Mr. Coote. 


Mr. Coore: Yes a great many. I do not know whether it is the majority 
or not. And my questions along this line are for this purpose; there are a great 
many companies engaged in the same business in Canada, and bad practice 
engaged in by a few of the leading companies may discredit the organization or 
the members of the organization in general. I think it is a very important 
question. 

Mr. Baker: Mr. Chairman, may I ask with the object of getting back to 
Clause 166, which we are supposed to be dealing with on this bill, a question or 
two of the witness? 


The ActTING CHAIRMAN: Yes. 


By Mr. Baker: 


Q. Mr. Pitfield, may I ask, does your organization in the transaction of 
business provide convenient credits and assistance to those in trade and com- 
merce, or individuals in the way of loans when they need them, and so on?—A. 
It provides rather long term loans to corporations and companies in business 
rather than to individuals, although in some cases— 

Q. Your company does not directly supply the requirements of trade 
people, people engaged in trade and commerce, or individuals for the purpose 
of continuing in trade and commerce, or their requirements?—A. No. 

Q. Well then, do you think that you in that way, in view of the fact that 
you are not giving that kind of service in the viewpoint of the Canadian public, 
when you do not give that necessary service, do you think that your class of 
business does qualify under the name, or should qualify under the name of 
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“bank” or “banker,” as it is known to the people of Canada? That is, I think, 
the point that is before us under this Clause 166?—A. I think it is the most 
descriptive term that you can apply to the functions that a dealer in securities 
and long term loans fulfills. 

Q. But, Mr. Pitfield, the interpretation of the word “bank” is an accepted 
term and understood in a certain way by the business people of Canada, and 
I am trying to find out if you really think that your business really does apply 
under the heading of bank, bankers or banking in even a sense in which the 
people of this country understand it, if it does not supply financial credit to 
those engaged in trade and commerce; if not, surely it does not apply under 
i bain of “bank’’ or anything pertaining to that; surely another name can 

e found. 


By Mr. Ernst: 


Q. Mr. Pitfield, you stated that you supplied long term credit. Is it not 
correct to say that you loan money against a bond issue and sell that bond 
issue to the public?—A. That is correct, less such portion of it as may be 
retained. 

Q. Well, that is one portion of the business of what you call investment 
banker.—A. That is correct. 

Q. And that is what you mean by long term credit?—A. That is correct. 

Q. And the bonds in the main are secured by a mortgage of the assets of 
the company which issues them?—A. Correct. 

Q. So that really each bond is a little piece of the mortgage?—A. Correct. 

Q. So you really are dealers in mortgages or pieces of mortgages, which 
is not banking, you will agree with me?—A. It is banking. 

Q. Well, if that is banking, Mr. Pitfield, is not this banking: If Colonel 
Robinson lends money to me on a mortgage and then sells the mortgage to 
Mr. Spencer, is not he just as much a banker as you are?—A. We deal also 
in short term paper and notes. 

Q. Such as?—A. In preferred shares. 

Q. In other words, you buy preferred shares and sell them?—A. And under- 
write them. 

Q. And sell them?—A. Yes, and sell them. 

Q. Well there again, a preferred share is not a short term security?—A. 
Mr. Ernst, could I read a definition from— 

Q. You may read a definition, but I am saying to you that a preferred share 
is not a short term obligation—A. No, but it is the provision of capital, and 
the provision of capital for working capital or fixed capital I assume comes 
under the journal term of banks and bankers. 

Q. Is not that just such a proposition as this: You buy a mortgage 
‘which Colonel Robinson has given to Mr. Spencer who, in turn, sells it to Mr. 
Jacobs who turns it over to Mr. White?—A. That is mortgage banking and 
comes under the general heading of banking. 

Q. I cannot agree with you on that—A. Mr. Ernst, in some of the older 
European countries in which financing has been going on long before we ever 
thought of it, or in which banking has been going on, you have there land 
banks, mortgage banks, and things of that sort which are definitely called 
banking. 

Q. In England, for instance, they call a drug store a chemist shop; they 
use different terms in different countries to describe particular operations. a 
will tell you frankly my objection to your use of the term; it is not because of 
the fact that reputable firms use it but due to the fact that other persons and 
houses would have an equal right to use it if you have, would they not?— 
A. Quite. 
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Q. For instance, some little fellow who evades these Blue Sky laws and 
sells oil shares worth nothing, advertising himself as an investment banker. 
However, you have my objection, Mr. Pitfield. 


The Acting CHAIRMAN: Are there any further questions, gentlemen? 


By Mr. Willis: 

Q. Is there any service which your association now performs which cannot 
be performed if you changed the name to Investment Securities Association?— 
A. With the exception of dealing with that portion of the public here who, 
in the last ten years, have become accustomed to the phrase and accustomed 
to the term. 

Q. People have become accustomed to seeing the words “investment 
banker” on many brokers offices which existed only for a short time——A. I think 
they used the name “broker.” 

Q. But you have no control, have you, over the use of the name “invest- 
ment banker’”?—A. None whatever. 

Mr. Geary: This section was in the Act of 1923. 

The Actinac CHarrMAN: It has always been in. Are you ready for the 
question, gentlemen? 


By Mr. Spencer: 

Q. Just one or two questions, Mr. Chairman. In your remarks this morning, 
Mr. Pitfield, you said that investment bankers were not stockbrokers and that 
you preferred to have nothing at all to do with stockbrokers. Did you make 
that statement?—A. I did not say that we preferred not to have anything to 
do with stockbrokers. I think you must have misunderstood me, Mr. Spencer. 

Q. I would like to get your meaning.—A. I said there, that we think the 
investment banking field was the field of dealing in securities, underwriting 
securities and then reselling them, which is totally different from the definition 
of a stockbroker who are simply paid as agents. 

Q. Paid as agents only?—A. A man gives an order to buy 100 shares of 
stock and he goes on to the stock exchange and he takes a commission for 
so doing. 

Q. But you deal virtually with the same type of investments, do you not? 
—A. On occasion, yes. 

Q. What is the difference between an investment banker and an investment 
trust?—A. An investment trust is really primarily an investing company which 
purchases securities and holds them for either income or improving in value. 

Q. And do they do somewhat the same type of business as investment 
bankers?—-A. No, they are really primarily an investing company which holds 
securities, as I have just said, for income or for improving in value. 

Q. As to your membership, do you remember the name of F. J. Fairhall 
and Associates?—A. I cannot say that I do. 

Q. They advertise themselves as investment trust bankers. I wonder 
whether they considered themselves investment bankers, or whether you would 
consider yourselves as investment trust bankers?—A. They are really not mem- 
bers of our association and I cannot say. 

Q. Well, I think that is a very good reason why this suggested amendment 
should be brought before this committee. You and your association may be 
perfectly in order and carrying on a perfectly good business, but here is a 
company that is not a member of your association and who, I am perfectly 
well aware, invested very largely in various stocks, led the people to invest 
very large amounts of money in good faith. That company has had to 
reorganize, they have run on to the rocks, and the people who invested their 
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money with them have lost a good deal, yet they advertise themselves under 
the title of investment trust bankers. This amendment we have brought for- 
ward, if it is not necessary to stop such firms or association of which you are the 
head, certainly should be passed to stop firms such as the one I have just 
mentioned. Now, have you had any knowledge of that association particularly 
as to the use of “banker,” and the word “investment” in the advertising there? 
—A. Frankly, I have never seen that term used before. I am rather interested 
in what you say, Mr. Spencer. 


Mr. Srencer: It is on this envelope, but if you know nothing about that, 
and they are not members of the association there is no use catechizing you 
with regard to it. 

Mr. Sranuey: Mr. Chairman, I was going to urge that the committee resume 
the consideration of the amendment before us when Mr. Baker did so, and now 
that I am on my feet I might express a few ideas which I have gathered from 
what I have heard during the last two or three hours. The name investment 
banker is a name that is now well established and accepted by the public, Mr. 
Pitfield, is it? 

The Wrrness: I should think so, sir. 


By Mr. Stanley: 


Q. Would there be a real handicap to you or to your organization or to 
the members of your organization to withdraw that name now from the public? 
—A. Only within the limitations I gave in answer to Mr. Spencer. In other 
words, I think I said it would handicap to some extent our dealings with the 
United States market until they become used to any new term that is to be used. 

Q. Do you consider that the public is in any way misled by the use of the 
word “ banker” in connection with your organizations? Questions have been 
asked you which would lead us to infer that the savings of the public have been 
mulcted by members of that organization. Would those firms being called 
bond brokers be any less likely to carry on their business or wrong lines than 
if they were called investment bankers?—A. If you want my honest answer, no. 

Q. Have the banks made any complaint about the use of this word?—A. 
Not to my knowledge. 

Q. Have others complained?—A. Not to my knowledge. 

Q. When the name was accepted and when its use began to be made, 
and particularly when your central organization assumed the name, was any 
objection offered to your organization?—A. Frankly, I do not recall any objec- 
tion having been made. JI think if any objection had been made the name 
would not have been used. You see the name was adopted by the association 
in 1925, and since I have been an officer of the association I know of no 
objection having been received. 

Q. Then, in your opinion, I am right in assuming that this is a name which 
has become established particularly during the last ten years and accepted by 
the public; that you have 101 members of your organization throughout the 
country; that the investing public in general understand definitely what business 
is carried on by your concern; that the general public are not deceived into 
thinking that you are in any way related to the bank or in any way have more 
security than the ordinary bond dealer; that the banks are not offering any 
complaint in the use of the word; and that the name has become an established 
conception in the public mind?—A. That is my impression. 

Q. I am trying to help you out, to tell the truth?—A. Thank you very 
much. 


By Hon. Mr. Ralston: 
Q. The association is not incorporated, is it?7—-A. No, Colonel Ralston. 
{[Mr. Ward C. Pitfield} 
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Q. Has there been an application for incorporation at all?—A. Not to my 
knowledge. The association itself considered incorporating—in fact, thought of 
coming this session to ask for incorporation—but finally decided we would hold 
the matter over for further discussion because, as you may know, the Invest- 
ment Bankers Association in the United States have recently, with the approval 
of the United States government promulgated what they call a code of fair 
practice to govern investment banking business, which makes rather interesting 
reading, and is rather a step ahead. I would not attempt to express an opinion 
as to whether it is a sound step ahead or not without further study. 

Q. You have not attempted to incorporate under the Companies Act of any 
of the provinces?—A. Not to my knowledge. 

Q. This is my difficulty: It seems to me if you did attempt to incorporate 
and incorporated as investment bankers or with the word “bankers” in your 
objective powers, the incorporation would be refused?—A. Well, we discussed 
the matter of incorporattion and it was quite obvious we would have to apply 
for a special Act, and particularly obvious because if we did incorporate we 
should have to ask for, perhaps, exclusive use of that name, or some other 
et and in that event I gathered it would have to be a special Act of legis- 
ation. 

Q. And your idea was that if there were a special Act it should be a special 
Act of the Federal parliament?—A. Yes, sir. 

Q. Because of the use of the word “ banker.” That was my difficulty. It 
did not seem to me you could get incorporated using the word “ banker ” either 
in name or in your objective without a special Act, and if that was the case 
then it seemed as if the only thing you could fall back on for the use of the 
word “banker” at all conventionally was its usage that you speak of from 
1925 on, and that, in effect, you were using the name “banker” to intimate 
doing business which you would not be permitted to carry on as an incorporated 
association. As I understand it, under section 166 you claim, I suppose, some 
implied permission at least to use the word “ banker” because of the fact it 
is not prohibited?—-A. Not only that, but looking back to the Macmillan Com- 
mission testimony there is a definition of banking business given in 1918 by the 
British Treasury which was called to my attention this morning and which 
gives a very comprehensive definition of a banker. It includes among the 
functions of a banker the “issuing for subscription, or purchase or underwriting 
the issue of loans, shares or securities.” We in Canada seem to attach sort ot 
a midway meaning to the name, midway between the usage in Great Britain 
and the United States; we are neither fish or fowl the way we are going. 

Q. It does seem to me that being a banker and banking are pretty well 
defined in Canada by a sort of definition which is provided for as being under 
federal jurisdiction and, therefore, you could not get very far in connection 
with any incorporation unless you had a special Act under the federal parlia- 
ment?—A. I agree with that. 

Q. If that were so, then the use of the word “ banker” was implying you 
were doing a business which you could not in reality without federal authority? 
—A. I do not think there is any wish to do so. 

Hon. Mr. Rauston: I understand, Mr. Tompkins, that the word “ banker ” 
was especially left out of sec. 161 because some people were using the word, 
and they did not want it cut out. I do not think you are to be blamed for 
taking advantage of it. 

Mr. Tompxins: I have sent for my authority on it, but I am positive that 
is the position. 

Mr. Geary: That definition is rather against you. 

Mr. Wiuuts: I want to say one thing in conclusion—to point out to the 
committee that formerly the Act did not permit the use of the word “ Banking 

[Mi. Ward C. Pitfield] 
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Association.” That is to say, “ Banking Association” could not be used, but 
instead they have now “ Bankers’ Association,” and it seems to me that there 
is an inconsistency there. If we debar the use of the words ‘“‘ Banking Asso- 
ciation”? as we did in the past we should also now, to be consistent, bar 
‘Bankers’ Association.” I do not want to repeat what I said before, but it 
appears now from the evidence that there is no control over the use of the words 
“Tnvestment Banker.” My personal opinion is that the ordinary man on the 
street believes that banker implies a bank, a commercial bank, and that it 
gives an impression to the man on the street of security which is not present. 
It also appears that the Bankers’ Association itself would not rest under any 
handicap because they could use the words “ Investment Securities’ Association.” 
The witness has indicated that there might be handicaps in regard to the 
United States, but surely in regard to the United States situation it does not 
give the United States banker any sense of security to be dealing with someone 
in Canada known as an investment banker over whom there is no control; and 
surely the American banker who does deal with Canada would soon know 
that in this country there is no control over the use of the words “ Investment 
Banker” and, therefore, that in itself would not be a handicap to the Invest- 
ment Bankers’ Association of this country. 


Discussion followed. 


The Committee adjourned to meet Tuesday, May 22, at 10 a.m. 


(Mr. Ward C. Pitfield] 
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Hovusr or Commons, 
Turspay, May 22, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 o’clock 
a.m., Mr. R. B. Hanson in the Chair. 


The Cuarrman: Gentlemen, will you come to order, please. This session 
of the committee is to take up item number 6 of the so-called Power resolution, 
viz:— 

The relationship between the banks or any of them and the pulp 
and paper industry, and the extent to which uncontrolled extension of 
credit brought about over-capitalization and over-expansion, and the 
subsequent disorganization and near bankruptcy of an industry dealing 
in some of the most valuable of our natural resources. 

And for the purposes of obtaining information on the matters and 
things hereinabove numerated, witnesses shall be called, including Sir 
Herbert Holt, President of the Royal Bank of Canada, Sir Charles B. 
Gordon, President of the Bank of Montreal, and such other bank presi- 
dents and directors as the committee may deem it advisable to summon. 


And subsequently Mr. Power wanted to take up, under this heading, the Canada 
Power and Paper Corporation and indicated the names of certain witnesses 
whom he desired to have called. 

I have communicated with all those witnesses by registered letter and have 
received replies from all of them with the exception of Mr. John Stadler, Sr., 
whose son, I think it is, writes under date May 21st, that John Stadler, Senior, 
is abroad and is not expected to return to Montreal for some time and, conse- 
quently, is unable to attend, not having received the notice. 

Some weeks ago I communicated with Sir Herbert Holt to the effect that he 
would probably be called in connection with this matter, and I have a reply from 
oe under date of April 18th in which he acknowledges receipt of the summons. 

e says:— 

Unfortunately, my three medical advisers will not permit me to go 
to Ottawa, but I shall be delighted if you will be good enough to arrange 
that a small committee, headed by yourself, will come to Montreal 
to take my evidence. I will be available at any time that is convenient 
to you and your committee if you will be good enough to advise me one 
or two days in advance of the date that you decide to come to Montreal. 


T have also received a letter from Dr. C. F. Martin, Dean of the McGill 
Faculty of Medicine in regard to the matter:— 


Understanding from the Daily Press that there was to be an inquiry 
before the Banking Committee of Ottawa, at which Sir Herbert Holt was 
liable to be called, I took it upon myself, as one of his physicians, to 
visit him for the sole purpose of urging him under no conditions to under- 
take such a visit. He insisted at the time, however, that if he were called 
he felt it his duty to attend such an enquiry, and it was only after a 
ae conference that I was able to persuade him against such a pro- 
cedure. 

Sir Herbert Holt’s physical condition for the past year has been one 
which requires avoidance of every strain, both physical and mental, and 
I really believe that a visit of that nature would be a serious and 
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immediate peril to his health. As a physician, I am absolutely and irre- 
vocably opposed to his going up to Ottawa, and I sincerely hope that 
such a demand will not be made upon him for fear that he might accept 
the invitation despite my protests. 

It is a very different matter for Sir Herbert to sit in his office, 
or at the bank, here in Montreal, and discuss matters of ordinary routine 
with individuals, and it is for that reason that I am allowing him to 
undertake the ordinary duties incident to his business engagements. Even 
that he is doing under supervision, and hitherto he has been wise enough 
to follow the suggestions of his medical advisers. 


I read those letters to the committee in order that the committee and the 
public may understand that Sir Herbert Holt is quite willing to accept the 
invitation, but for the reasons stated it is considered inadvisable to call him to 
Ottawa. Mr. Irvine is not here this morning, but I would like to direct his 
attention to this correspondence which is, of course, open to the members of the 
committee. 

Mr. Power: It will go into the minutes? 

The CHatrMAN: Oh, yes, it will go into the record. 

Mr. Power: Before we leave this Sir Herbert Holt matter, Mr. Chairman, 
I think it has been pretty well understood that a sub-committee would go to 
Montreal. 


The CuairMan: Yes, that is the consensus of opinion, I think. 
Mr. Spencer: May I ask, Mr. Chairman, if a questionnaire was sent down? 


The CuatrMan: Yes, a questionnaire was sent down. That will develop in 
the course of the inquiry. 

Mr. Power: I think perhaps I could take responsibility for that. I felt 
that if Sir Herbert was in such a poor condition of health, it would be proper 
for me, in so far as I was concerned personally, as a member of the committee 
only, to send down to Sir Herbert some kind of questionnaire indicating the line 
of questions which I intended to ask him. That, of course, does not in any way 
engage anybody else. Ever since the beginning of this inquiry, so far as I was 
concerned, I have made no effort to attack any of the witnesses but simply to 
ask them quite frankly and plainly what was the condition of affairs in any 
one of these items on my motion, and IJ thought that perhaps by carrying out 
the same method of procedure with Sir Herbert, only warning him a day or so 
in advance of the nature of the questions, we could obtain the information, 


Mr. Coorr: Has the date been decided on when the sub-committee will go 
to Montreal? 

The CuHatrman: No. I think the committee will have to decide that to-day 
before we close. I would prefer to go to-morrow myself. 

Mr. Power: To-morrow, or Thursday. 

Mr. Stanuey: Thursday is a holiday. 

Mr. Power: The best kind of day to get some work done. 


The CuarrMAN: However, we can decide that before the session is closed 
to-day. 

We have with us to-day Mr. J. H. Gundy, Mr. Geo. M. McKee, Mr. C. R. 
Whitehead, and Mr. George Chahoon, Jr. In what order, gentlemen, would you 
like to hear these witnesses? Mr. Gundy, would you be good enough to come 
forward. 
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J. H. Gunpy, called. 


The CuatrMan: Mr. Gundy, in inquiries of this character it is not usual— 
and has not been practised in this committee—to swear witnesses; it is only in 
the case of judicial inquiries, or inquiries of a special character, that witnesses 
are sworn. I just want to make that explanation to you. Witnesses in this 
hearing are put strictly on their honour. 


By Mr. Power: 
Q. You are Mr. J. H. Gundy?—A. Yes. 


Q. Of Toronto?—A. Yes. 

Q. You are connected with a number of investment banking concerns, 
amongst others Wood, Gundy & Co., are you not?—A. Yes, sir. 

Q. Is Wood, Gundy & Co., still in existence?—A. Yes, sir. 

Q. Also Holt, Gundy & Co.?—A. Holt, Gundy & Co. is not in business. 

Q. No longer in existence?—A. Well, I think the charter is there, but they 
have not done any business for years. 


By the Chairman: 
Q. They have not been wound up?—A, They have not been wound up, no. 


By Mr. Power: 

Q. Is there an office of Holt, Gundy & Co.?—A. There never was. 

Q. There never was?—A. No. The books of Holt, Gundy & Co. were kept 
always in my office. 

Q. In your office?—A. Yes. 

Q. How long is it since it has operated?—A. I would say two or three 
years. 

Mr. Power: May I say, Mr. Chairman and members of the committee, 
that I propose, if possible, to stick as closely as I can to the issue, namely: — 


The relationship between the banks or any of them and the pulp and 
paper industry, and the extent to which uncontrolled extension of eredit 
brought about over-capitalization and over-expansion, and the subsequent 
disorganization and near bankruptey of an industry dealing in some of 
the most valuable of our natural resources. 


But I must, in order to connect up the banks, in some way, lay a background 
and endeavour to show that there has been that over-expansion. If you, Mr. 
Chairman, think I am wandering too far afield I have no objection whatsoever 
to your checking me up. 


By Mr. Power: 

Q. Mr. Gundy, one of your associates in the firm of Holt, Gundy & Co. 
was Sir Herbert Holt of the Royal Bank?—A. Yes, sir. 

Q. Now, during the years from 1925 to 1930—these years could be called 
an era of consolidation in the pulp and paper industry, could they not?— 
A. I would say, attempted consolidation but not successful. 

Q. Attempted consolidation but not suecessful?—A. Yes. You see, the 
trouble at that time was, you could get two or three companies together, and 
while you were doing that there would be a new mill start and then you would 
be as bad off as ever. J think there were as many mills at the end as there 
were at the beginning, perhaps more. 

Q. We will go into that later, but I would like you, perhaps, to elaborate 
on it a little bit at the present time. I take it that the object of those who 
were prominent in this consolidation was rather to restrict the output of paper 
in the districts in which they proposed to operate, was it not?—A. No. 

Q. That was not the object?—A. No. 

[Mr. J. H. Gundy] 
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Q. You said the consolidation was not successful, and you also said that 
more mills were built?—A. What I mean to say is, you had as many possibly 
at the end as there were at the beginning. 

Q. As many companies?—A. Yes. 

Q. Oh, I gathered that there were as many mills?—A. I think that is 
true too. 

Q. Now, broadly speaking, the pulp and paper industry formed itself, or 
was formed into what might be called three groups. The Abitibi group con- 
trolling mills in Ontario and Quebec; the International paper group controlling 
mills in Quebec and New Brunswick; and the group known as the Holt, Gundy 
group, which eventually became Canada Power and Paper, is that so?— 
A. I never heard the latter name, the Holt, Gundy group, because Holt, Gundy 
had nothing to do with it. Holt, Gundy were not active in the paper business. 

Q. Well, possibly it was called the Holt, Gundy group.—A. If it had been 
called the Wood, Gundy group I think it would have been more proper. 

Q. Because Sir Herbert Holt happened to be the chairman or president of 
a large number of constituent companies, and you happened to be a director 
of a number of these companies?—A. Let me see, he was president of St. 
Maurice Valley Corporation. 

Q. Yes?—A. And was he chairman of Port Alfred? 

Q. Yes.—A. That is right. 

Q. He was also president of the Belgo-Canadian, and you were one of 
the vice-presidents?—A. Belgo being a subsidiary of the St. Maurice Valley. 

Q. He was also president of Canada Pulp and Paper, and you were a 
director?—A. Canada Paper? 

Q. Yes?—A. For a short time I was the president of that company. 

Q. And a number of the other companies, and afterwards you were both 
on the board of Canada Power and Paper?—A. Yes, sir. 

Q. Now, as I understand it, the firm of Holt, Gundy & Co. and the firm 
of Wood, Gundy & Co. took a fairly active part in the organization or con- 
solidation, and may I ask you this, would you call the firm of Holt, Gundy & Co. 
a wholesale dealer in securities?—A. Yes, sir. 

Q. As compared to Wood, Gundy & Co. and which, perhaps, was a retail 
dealer?—A. Yes, sir. 

Q. Holt, Gundy & Co. underwrote securities to perhaps a greater extent 
than Wood, Gundy & Co. but Wood, Gundy & Co. was a distributor?—A. Oh no, 
Holt, Gundy & Co. was not nearly in as big a way as Wood, Gundy & Co. 

Q. Not nearly in as big a way?—A. No. Wood, Gundy & Co. was the 
active firm. Holt, Gundy & Co., as you say, would take underwriting and buy 
and sell their retailers. They never had any organization for selling securities. 

Q. If I seem to interrupt you do not pay any attention to me, Mr. Gundy. 


. By the Chairman: 
Q. In a general way Mr. Power’s statement is more or less correct?—A. Yes. 
Q. Wood, Gundy & Co. were distributors and Holt, Gundy & Co. were 
underwriters and wholesalers?—A. And retailers. 


By Mr. Power: 


Q. And you were, of course, prominent and had a large interest in both 
concerns?—A. Yes, sir. 

Q. Is it not a fact, that Holt, Gundy & Co. did itself distribute to a 
large extent through Wood, Gundy & Co?—A. Yes, sir. 

Q. That is true?—A. Yes, sir. 

Q. Now may I ask you about what period you decided to go into the 
paper game?—A. Yes, sir. What brought us into the paper business was the 
failure of the Bay Sulphite Company of which we had sold the bonds. The 
Becker firm in England, who owned an equity— 

[Mr. J. H. Gundy] 
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Q. Which afterwards became Port Alfred?—A. Yes. We tried to get Price 
Bros. and the Abitibi crowd to take it and they would not, so we looked after 
it ourselves. 

Q. I thought you said you tried to get Price Bros.?—A. We tried to get 
them to take it. 

Q. Well, about what year was that?—A. J think that was in 1923. 

Q. In 1923?—A. Yes. 

Q. When was Holt, Gundy formed, about that time?—A. Oh, later than that 
I think. 

Q. Later than that?—A. I think so. Holt, Gundy & Co. had no interest 
in Bay Sulphite, and they had no interest in Port Alfred, certainly in the early 
stages. The account of Port Alfred was never in the Royal Bank, for instance. 

Q. I want to proceed in chronological order, if possible. The formation of 
Canada Power and Paper, that I know was complete; the Port Alfred trans- 
action was an isolated transaction and did not come into Canada Power and 
Paper until the nucleus had been formed by that consolidation. Am I right 
in that?—A. That is correct, yes sir. 

Q. Am I correct in saying that the beginning of Canada Power and Paper, 
as it existed in 1931, was the consolidation of the St. Maurice Paper Co. with 
the Belgo-Canadian?—A. Yes, sir. 

Q. Were you interested in that?—A. Yes, sir. 

Q. You were?—A. Yes, sir. 

Q. The St. Maurice Paper Company was owned by what concern prior to 
the time that you became interested in it?—-A. Pardon? 

Q. Who owned the St. Maurice Paper Co. prior to the time you became 
interested in it?—A. The Union Bag & Paper Co. controlled it. 

Q. Was that the Baptiste family of Three Rivers?—A. No, it was an 
American firm of bag manufacturers, the Union Bag & Paper Co. of New York 
City. 

Q. The Baptiste limits and holdings eventually went into St. Maurice 
Paper, did they not?—A. Well, if they did it was before I knew anything of 
it. 

Q. Now, how did you obtain control or obtain a footing in St. Maurice 
paper, by purchase of stock?—-A. Purchase of the shares, yes, sir. 

Q. By purchase of the shares from the Union Bag & Paper Co.?—A. Yes, 
sir. 

Q. Then there was a merger with the Belgo-Canadian?—A. Yes, sir. 

Q. The Belgo-Canadian was a company in which there was a large amount 
of Belgian capital, was there not?—A. Yes, sir. 

Q. Originally?—A. Yes, sir. 

Q. Did the St. Maurice paper buy the Belgo?—A. No. A new company 
was taken over—or formed rather—called The St. Maurice Valley Corpora- 
tion, which owned both. 

Q. Which owned both?—A. Yes, sir. 

Q. In what way was it acquired?—A. By purchase for cash. 

Q. By purchase for cash?—A. Yes, sir. 

Q. Of the share of St. Maurice and of the shares of Belgo?—A. Yes, sir. 

Q. The St. Maurice Valley Corporation then became owner of all proper- 
ties of St. Maurice paper and 85 per cent of the common stock, I think, of 
Belgo, is that right?—A. Yes. 

Q. Now, you were prominent in that organization because you afterwards 
became a director?—A. Yes. 

The CHarrMan: Just by way of suggestion, could you give the commit- 
tee some dates on this; and, if it is available, may I suggest that the balance 
sheets of these companies be put in the record if we want to get a true picture. 
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Mr. Power: Yes. I did endeavour to obtain the prospectuses but I have 
not obtained them yet. 

The Cuamrman: I have asked Mr. Gundy to bring with him all his figures 
in relation to those matters, and I think he will probably be able to supply 
us with all that. 

Mr. Power: Well I am, perhaps, not proficient enough in reading a balance 
sheet to know what it is talking about. 

The CHatrMan: Well, you can make a hit at it. I think we will get a 
very good picture of the situation, so far as the capitalization and so forth is 
concerned, if you put in the balance sheets. 

Mr. Coore: I wonder whether we could not now have—or some time 
soon—in the evidence the capitalization of the companies as they were merged? 

The CuairmMan: That is why I asked for the balance sheets. 


By Mr. Power: 

Q. I can ask Mr. Gundy, T think, in a pretty general way. This St. 
Maurice Valley Corporation was effected in 1925, was it not?—A. I think so. 

Q. It was incorporated in 1925 by a Quebec charter?—A. Yes. 

Q. And it was incorporated to take over all the assets of St. Maurice Paper, 
and as many of the shares as could be acquired of Belgo-Canadian?—A. Yes. 
sir. 

The CuHarrmMAN: And that was 85 per cent? 


By Mr. Power: 

Q. Eighty-five per cent of Belgo common?—A. Yes, sir. 

Q. Some of the directors were, the president Sir Herbert Holt and director 
Mr. J. H. Gundy of Toronto?—A. Yes, sir. 

Q. That is, the St. Maurice Valley Corporation?—A. Yes, sir. 

Q. What was the authorized issue of stock of the St. Maurice Valley 
Corporation at the time?—A. The amount issued was 150,000 shares. 

Q. What was authorized?—A. I cannot give you that without looking it up. 

Q. 500,000?—A. It might be. 

Q. And in fact 160,000 issued?—A. Well, it was originally 150,000 and 
shortly after increased to 160,000. 

Q. There was a bond issue also authorized at $15,000,000 was there not?— 
A. Yes, the issued amount was $8,699,000. 

Q. I have here nine ninety nine something—A. There was a subsequent 
issue which brought it up to that, Mr. Power. 

Q. Then assets in 1927 were $54,000,000, is that about right?—A. Yes. 

Q. Now, will you tell me what price you paid for the Union Bag & Paper 
shares?—A. Well, I think we paid par for them. I am not quite sure, but I 
think we paid par. 

Q. What was the capitalization?—A. Oh, $10,000,000. I have forgotten, 
some such figure. 

The Carman: If they would hand you a balance sheet it would give 
you the exact picture. That is why I made the suggestion, Mr. Power, and 
I believe they have them with them. 

Mr. Power: Well, while we are getting them I will pass on to the story of 
the transaction. 


By Mr. Power: 
Q. Anyway, at this time, in 1925, the St. Maurice Valley Corporation 
controlled the St. Maurice Paper and the Belgo-Canadian through stock owner- 
ship?—A. In the case of Belgo, stock ownership, and in the case of St. Maurice 


Valley Paper, the physical assets. 
[Mr. J. H. Gundy] 


768 SELECT STANDING COMMITTEE 


Q. The physical assets. Your arrangement with Belgo was a lease, was it 
TON NOESY, aur, 

Q. And afterwards the physical assets were taken over, were they not?— 
A. No, never. 

Q. Were they not?—A. No, never by Canada Power. 

Q. In 1927 control of Belgo passed from Belgo shareholders to the group 
with whom you were connected?—A. In 1925. 

Q. In 1925?—A. Yes, sir. : 

Q. And Sir Herbert Holt became president, Mr. McKee became vice-presi- 
dent and manager, and you were one of the directors?—A. Yes, sir. 

Q. Then your next step was the acquisition of Canada Paper Company 


was it not?—A. Yes, sir. 
Q. That was acquired in 1926?7—A. Yes. 


By the Chairman: 

Q. That is the Windsor Mills property?—A. Yes, the Windsor Mills 
property. 

Mr. Powrr: Canada Power Company, I might point out to the committee, 
is a distinct entity from the Canada Power & Paper. Canada Power & Paper 
came afterwards, but Canada Power Company was a company which had been 
in existence for some time. 

The Witness: A very old company. 


By Mr. Power: 
Q. With mills at Windsor Mills and one in Quebec?—A. No. 
Q. Just the mill at Windsor Mills?—A. Just the one. 
Q. And the next step was the acquisition by St. Maurice Valley Corpora- 
tion of a one-third interest in Anticosti, is that correct?—A. Yes, sir. 


By the Chairman: 
Q. That is The Anticosti Corporation?—A. Yes. 


By Mr. Power: 

Q. I am not sure whether it was a third interest in the corporation or in 
the purchase of the island itself before it was incorporated. Who purchased 
Anticosti from Senator Meunier?—A. The transaction was negotiated by Mr. 
Whitehead, of Wayagamack. The actual purchase was by the three companies, 
Port Alfred, St. Maurice, and Wayagamack. 

Q. The transaction was negotiated by Mr. Whitehead on his own behalf?— 
A. On behalf of Wayagamack I assume. 


The CuHarirman: At what time? 


sa in eonvens 

Q. At what date in 1926?—A. Let me see, that was August, 1926. 

Q. August, 1926, I think, was when the Anticosti corporation was formed; 
I have not the facts—A. That was done all at one time. 

Q. Well, may I ask at this point just how this transaction was brought 
eye Mr. ee as I understand it, obtained an option from Senator 

eunier, is that right?—A. I think he made a contract to purchase. Did 

not, Mr. Whitehead? Vide Oe 

Mr. C. R. Wuireneap: No, I obtained an option. 


By Mr. Power: 

Q. There have been rumors to the effect that there were large commissions, 
and my opinion is that there were no commissions. Perhaps that ought to be 
cleaned up. 

[Mr. J. H. Gundy] 
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The Cuarrman: Can this witness tell us what the purchase price to Senator 
Meunier was?—A. My recollection is $6,000,000. 

Mr. Smoke: For a one-third interest? 

The CuHarrMan: No. 

Mr. Power: No, for the whole island, all the mineral rights, fishing 
rights, and everything else, including the right to prevent anybody else from 
landing at the island. 

The CHatrmMan: That was in August, 1926. 

Mr. Power: In August, 1925. 

The Witness: 1926, Mr. Power. 


By Mr. Power: 


Q. Then the next step was the merger of St. Maurice Valley which con- 
trolled all these corporations to which I have referred?—A. Yes. 

The Cuarrman: The next step would be the setting up of the Anticosti 
Corporation. 

Mr. Power: He just said there were three companies interested in the 
Anticosti Corporation. Were the St. Maurice Valley interested to the extent of 
one-third, Wayagamack to the extent of one-third, and Port Alfred to the 
extent of one-third? 


The Witness: Yes. 


By Mr. Power: 


Q. And the next step after the purchase of Anticosti was the merger of St. 
Maurice Valley and the Laurentide Company?—A. Yes, sir. 

Q. That took place in 1928?—A. Yes, sir. 

Q. And they began business in 1928?—A, Yes, sir. 

Q. It was at that time that the Canada Power & Paper Corporation was 
formed?—A. Yes, sir. 

Q. The Canada Power Corporation was incorporated in 1928 in the province 
of Quebec?—A. Yes. 

Q. For the purpose of taking over the St. Maurice Valley and the Laurentide 
which had been merged?—A. Yes, sir. 

The CuHarrMan: 16th January, 1928, my information is, the date of the 
Letters Patent. 


The Wirness: In January, 1928. 


By Mr. Power: 

Q. It began business in 1928 at any rate?—A. The beginning of 1928. 

Q. Yes. In the Canada Power & Paper, the first chairman of the board of 
directors was Sir Herbert Holt?—A. Yes. 

Q. And Mr. Chahoon, who had formerly been president of Laurentide, 
became president of Canada Power & Paper?—A. Yes, sir. 

Q. Is that right?—-A. Yes, sir. 

Q. And you were a director of the company?—A. Yes, sir. 

The CuarrmMan: Will you give us the set-up of the company, that is, the 
Canada Power & Paper. 


By Mr. Power: 
Q. The capital of the new company, that is, Canada Power & Paper, was 
750,000 shares, was it not, authorized?—A. Yes. 
@) No par value?—A. Yes. 
Q. You issued 688,000?—A. Yes. 
Q. Of which 288,000 were issued to shareholders of Laurentide?—A. Yes. 
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Q. Plus each of the shareholders of Laurentide received how many shares? 
—A. One share, share for share. 

Q. Share for share plus?—A. Plus one debenture of $100. 54 per cent. 

Q. 54 per cent debenture of $100?—A. Yes. 

Q. There were also issued to St. Maurice Valley Corporation 400,000 shares? 
—A. Yes. 

Q. Which were divided amongst the shareholders of that corporation on a 
ratio of 24 for one share of St. Maurice Valley?—A. Yes, sir. 

Q. There were no preferred?—A. No preferred. 

&. You were authorized to issue $100,000,000 of bonds and debenture stock, 
were you not?—A. Yes, sir. 

Q. And you actually at that time issued $28,800,000?—A. Yes, sir. 

Q. Of debentures?—A. Yes. 

Q. A portion of which went to pay the shareholders of Laurentide? 
Osi ite. 

Q. All of it went to pay the shareholders of Laurentide?—A. Yes. 

Q. You issued no debentures to the public at that time?—A. No, sir, none 
whatever. No shares or debentures or anything else were sold to the public. 

The CuarrMan: You might put on record the amount of capital with 
which Canada Power & Paper began business because that might be of some 
importance; the shares were no par value, $3,750,000. The amount of capital 
with which the company should begin business was $3,750,000 according to the 
record, and that was later increased to $10,000,000. 


A. All 


By Mr. Power: 

Q. Is that so, Mr. Gundy?—A. That is a matter of record, Mr. Power. I 
think it is so. 

Q. Now I come to the Laurentide Company. In all probability, you were 
not familiar with the earlier consolidation of Laurentide but perhaps it should 
be on the record and I will give it as I have taken it from the financial state- 
ments. It was incorporated in 1887 in Canada with a capitalization of $200,000. 
It was called at that time the Laurentide Pulp Company. Its capitalization 
was increased as follows:— 

In 1887 it was increased to $300,000. 
In 1897 it was increased to $900,000. 
In 1898 it was increased to $1,200,000. 
In 1899 it was increased to $1,600,000. 


Then there were various stock bonuses issued to the shareholders, but in 
1911 the Laurentide Company was incorporated by Dominion Charter with a 
capitalization of $10,000,000 in March, 1911. In August, 1911 the Laurentide 
Pulp Company sold to the Laurentide Company Limited on a basis of two 
shares for one, that is, for $7,200,000, In 1913 the remainder of the issue of 
$10,000,900, or a portion of the remainder, namely, $2,400,000 worth of shares 
were sold to the shareholders at par. Then in January, 1920, a new Laurentide 
Company was formed with the same name and they took over the old and paid 
three for one of the old stock. The price range of its shares was from about 
70 in 1920 to 139 in 1928, and it continuously paid a 6 per cent dividend. Now, 
that was before you came into the picture at all, Mr. Gundy?—A. Yes. 

Q. Then sometime in 1929 you must have approached the Laurentide in 
connection with the merger of the company, is that so?—A. We were more or 
less in touch all the time, and I think the discussions began in the autumn of 
1927. 

Q. In 1927?—A. Yes. 

Q. And you effected the merger on the lines we had in evidence, that is to 
say, for one share— —A. Of course I had no power to effect the merger; I had 
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no shares in Laurentide and did not control St. Maurice. The merger was con- 
summated by the action of the boards of directors of the two companies and 
the shareholders of the two companies, No outside banking house, or financial 
house was in any position to influence that transaction one way or the other. 


By the Chairman: 


Q. Do you suggest it was a perfectly regular transaction between the two 
corporations?—A, Yes sir, I do. I was a director of the St. Maurice Valley 
Corporation and interested in it, and I also thought it would be a good thing 
for the industry for these two companies to come together. 


By Mr. Power: 


Q. But you personally said that you had no particular part in bringing 
about this merger?—A. Oh yes I had. I did have a part, but so far as my 
influence was concerned it was all for the merger. I had many discussions 
with Mr. Chahoon about it, and we had many long arguments before the two 
companies came together. But when the transaction was done it was done by 
the directors first of the two companies ratifying the understanding, and then 
by the shareholders of the two companies giving effect to it by exchanging their 
shares. 

Q. You were, of course, a director of St. Maurice Valley?—A. Yes, sir. 

Q. You were not a director of Laurentide?—A. No. 

Q. Was Sir Herbert Holt?—A. No. : 

Q. He was not a director of Laurentide?—A. No, sir. 

Q. But he was of St. Maurice Valley?—A. Yes. 

. The CuatrMaAN: May I suggest that the witness be asked at this point 
what was the underlying reason for bringing about these mergers because that 
is a matter of public interest. 

Mr. Power: I quite agree, Mr. Chairman. Would you answer that ques- 
tion, please. 

The Witness: The underlying reason for promoting these mergers was to 
eliminate causes of friction in the industry which were destructive. 


By Mr. Hackett: 


Q. Was not there a question of profit im it for someone?—A. No banking 
house or brokerage house or financial house made five cents in fees or com- 
mission or remuneration of any kind, 


By Hon. Mr. Euler: 


Q. No, but there would be some profit if you could get rid of these causes 
of friction?—A. If it had been successful. 


By the Chairman: 


Q. May I ask this question: As another underlying reason, was there not 
an increased influence in the newsprint field on the part of International Paper; 
was not that an underlying reason? 


Mr. Power: I was going to ask that question sometime later, Mr. Chairman. 


By Mr. Power: 
Q. Is it not a fact that you were afraid of the influence of International 
Paper. 
By the Chairman: 
Q. Its control of the market?—A. I would think that that may possibly 
_ have had some influence. It did not occur to me that it did but you are prob- 
ably right. I mean International Paper was a very active, progressive concern, 
and their activities would, no doubt, have been in the minds of their competitors. 
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By Mr. Power: 


Q. In another committee now sitting these have been questions based on 
conversations or rumours, which we have not hitherto indulged in here, at least 
not very much, and perhaps it might be all right for me to ask you if there was 
not some question between Sir Herbert Holt and Mr. Graustein of the Inter- 
national Paper Company as to the growing interest in the power development 
field of the International Paper, and that when they would not come together 
on this Sir Herbert Holt and you decided that you would go into the pulp and 
paper to a considerably greater extent in order to fight off the International? 
—A. Well, that is something you had better ask Sir Herbert when you see him, 
I have no knowledge of it. 

Q. I thought perhaps being intimately associated with Sir Herbert you 
might know something of his motives?—A. So far as I am concerned there is 
nothing to that. 

Q. Now, this Laurentide Company also controlled a company called 
Laurentide Power?—A. Yes. 

Q. Laurentide Power was an off-shoot of the Laurentide Company. It was 
formed to take over all the power rights of the Laurentide Company, is that so? 
—A. Yes. 

Q. Its capitalization was a capital stock of $10,500,000 and issued $10,- 
500,000, of which 72,000 shares were issued to the Laurentide Company. There 
were bonds somewhat as follows:—$7,500,000 worth of first mortage 5 per cent 
bonds and $2.000,000 worth of sinking fund 54 per cent bonds. The stock range 
of that Laurentide Power stock ran from 70 in 1922 to 275 in 1928, is that right? 
—A. I would think so. 

Q. Now, in 1928 after Canada Power & Paper had obtained control of 
Laurentide, and therefore of its subsidiaries, was this company sold, that is, the 
Laurentide Power to Shawinigan?—A. Yes, sir. 

Q. What was the price?—A. My recollection of the price was $10,500,000 
cash and share for share in Shawinigan stock and the assumption of the bonds. 

Q. I have it this way, $150 cash for each share?—A. Yes. 

: a Plus one share of Shawinigan?—A. That is it, and the assumption of the 
onds. 

Q. I have not got what Shawinigan was worth at that time but I assume it 
was worth in the 80’s?—A. Yes. 

Q. Selling in the 80’s not what it was worth. There was also a subsidiary 
of the Laurentide Company called the Ottawa-Laurentide, was there not?—A. 
Laurentide-Ottawa. 

Q. Was that formed after you came into the company?—A. No, sir. 

@: Prior to that?=—A™ "Yes" sir: 

Q. Can you tell me about what became of Laurentide-Ottawa?—A. It was 
absorbed into the Consolidated Paper Company. 

Q. Into the Consolidated Paper Company?—A. Yes, sir. 


By the Chairman: 


_ _Q. Did it come into the Canada Power Corporation?—A. It remained 
just where it was as a subsidiary of the Laurentide Company. 


By Mr. Power: 


Q. I was under the impression that some at least of the properties were 
given back to their owners?—A. If that happened it was after the reorgani- 
zation or during the reorganization of Canada Power. 

Q. You would not know a thing about that?—A. No. 

Q. By this time, in 1928, Canada Power controlled the St. Maurice Valley | 
and Laurentide and its subsidiaries?—A. Yes, sir. 
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Q. Now we will come to Wayagamack. Wayagamack Pulp & Paper Com- 
pany was incorporated in 1910 by Dominion charter. I do not know what the 
original capital was, but I assume it is that which I have as being 250,000 no 
par value shares, as of 1929, of which 133,333 were issued, and there were 
bonds authorized of $5,000,000 and issued $5,000,000. Wayagamack also con- 
trolled a company called Wayagamack News Limited. Now, at what time did 
Canada Power & paper take over Wayagamack?—A. October, 1929, Mr. Power. 

Q. Wayagamack was taken over in 1929?—A. Yes. They got half a deben- 
ture, $50, and a share and a half of common for each of their common shares. 

Q. The price range of Wayagamack stock from 1922 to 1929 was approx1- 
mately 65 in 1922, and in 1929 I think 1274. Was that just about the date 
when news of the merger was made known?—A. I think it was a little earlier, 
but you may be right. 


By the Chairman: 
Q. Were you interested in Wayagamack?—A. No, sir. 


By Mr. Power: 


Q. Now, we will go back to Port Alfred Pulp & Paper Corporation, which 
was your first venture in the newsprint field. You said that some time around 
1923 you became interested in the Bay Sulphite?—A. Yes, sir. We sold some 
bonds for Bay Sulphite. We had no interest in the company except that we 
bought and sold an issue of bonds. 

Q. Bay Sulphite was a combination of Chicoutimi Pulp and Saguenay 
Companies?—A. No, sir; it had nothing to do with Chicoutimi; it was simply 
the Ha Ha Bay Sulphite Company. 

Q. Well, when you became interested in it you purchased it from the 
liquidator, did you not?—A. We purchased it from the liquidator, yes sir. 

Q. Did you become interested in Chicoutimi Pulp Company at that time?— 
A. No, sin: 

Q. Was it later that you became interested in the Chicoutimi Pulp Com- 
pany?—A. Yes. We were not interested in Chicoutimi Pulp Company. 

Q. I will ask you this then: You purchased Bay Sulphite and Chicoutimi 
Pulp Company about the same time and that you afterwards segregated them? 
—A. No, we never owned Chicoutimi Pulp Company. 

Q. Never had anything to do with it?—A. No, never had anything to do 
with it. 

Q. Well, what became of Bay Sulphite?—A. Bay Sulphite was wound up 
and the properties were sold to a new company called the Port Alfred Pulp & 
Paper Corporation, the bondholders receiving bonds in the new company par 
for par, at the same time there were issued a million and a half of income bonds. 

Q. That was in 1927?—A. That was in 1924. 

Q. 1924?—A. Yes, and we used those to secure capital, working capital for 
the new company; we borrowed $750,000 on that from the Molsons Bank and 
I personally guaranteed the loan. That is the way that company started. 

i ei Well, was it called Port Alfred Pulp & Paper Corporation in 1924?— 
» Yestssir 

Q. I have it here that the Port Alfred Pulp & Paper Corporation was in- 
corporated in 1927?—-A. Oh no. 

Q. You built a newsprint mill at Port Alfred, did you not?—A. Yes, sir. 

Q. When?—A. We began in 1925 and finished in 1926. 

Q. How was that financed?—A. It was financed by the issue of preferred 
shares and additional bonds. The first issue of preferred shares was in March 
1925, taking the place of $750,000 of preferred shares which took the place of 
$750,000 of these income bonds. 
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Q. That is to say, you first issued income bonds?—A. Yes, that were never 
sold. 

Q. Then you issued preferred shares to pay for the income bonds?—A. The 
income bonds were never sold. 

Q. They were in the hands of the promoters?—A. The bank. 

Q. You borrowed money on them from the Molsons Bank?—A. Yes, sir. 

Q. And then in order to retire the preferred shares you sold what?— 
A. We never retired those preferred shares. 

@. You did not retire those preferred shares?—A. No; they remained out. 
The first issue of 750,000 was in March, 1925. In June, 1925, we sold 2,250,000 
of them. Then, in February— 

Q. 2,250,000 preferred?—A. Yes. In February, 1926, we sold a million. 
In August, 1926, we sold 2,000,000. 

Q. That makes in all how much?—A. 6,000,000. 

Q. 6,000,000 of bonds of Port Alfred?—A. Yes. 

Q. That is to say, just before it was taken over by Canada Power, 6,000,000’: 
of bonds of Port Alfred——A. It was more than that when it was taken over. 
I was talking of the preferred shares. The bonds outstanding when it went 
into Canada Power were 15,000,000. 

Q. 15,000,000?—A. Yes. 

Q. What were the preferred shares?—A. 6,000,000. 

Q. What were the common?—A. Common? 

@. Yes——A. The common were 120,000,000 shares. 

Q. The common was sold for about $100 low during that period of 1928, 
1929; is that right?—A. The company sold common stock to provide capital in 
December, 1926, sold 60,000 shares at $25 a share. 

Q. Then it went up?—A. Went up as high—in 1929 it went as high as $140. 

Q. It went as high as $140?—A. Yes; in May, 1928, that was. 

Q. Can you tell us what were the assets of Port Alfred at that time?— 
A. Assets were their mills. 

Q. What mills?—A. One mill. 

Q. Newsprint?—A. A sulphite mill and a newsprint mill. 

The CHatrMAN: How many machines? 

The Witness: Four machines for newsprint. 


Mr. Coote: To clear the record, perhaps Major Power would let Mr. 
Gundy give us the total value of the mill, and how that mill was financed. 


The CuairMAN: He has been telling you that. 
Mr. Coors: I do not think it was made complete. 


The CuatrMan: The statement is not very compact. This financing was 
done to complete the mill? 


The Witness: Yes. 
Mr. Coore: We can get that later. 


Mr. Powrr: Have you any idea how much money went into the construc- 
tion of the mill? Does that meet your question, Mr. Coote? 


Mr. Coote: Yes. 


By Mr. Power: 


Q. How much money went into the construction of the mills; how much 
was spent?—A. I cannot give you that offhand. You see, it was spent over a 
period of two years. I cannot tell you exactly; the books will indicate it. 

Q. What mills would you have?—A. We had limits quite close to the 
mill, comparatively small limits, and then we acquired a very large important 
limit on the Peribonka river by lease from the Quebec government. 
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Q. The Port Alfred also—the mill and the limits composed all the assets 
of the company?—A. Yes. 

The CHairMAN: Working capital? 

The Witness: Working capital, some small water powers. 


By Mr. Power: 

Q. In other words, you acquired a share in what was formerly the Chicou- 
timi Pulp Company and what was then known as the Quebec Pulp and Paper 
Corporation. Is that right?—A. Yes. 

Q. Was it in liquidation at the time?—A. I do not think so. 

Q. What did you pay for it?—-A. My recollection is that we each put up 
a million and a quarter dollars. 

Q. I have a million and a half, but it is subject to correction?7—A. Maybe. 

Q. You, in order to purchase a 50 per cent interest, put up a million and 
a half and Price Brothers, to purchase the other interest, put up the other 
million, so that Port Alfred then had a half interest in this Quebec Pulp and 
Paper Company?—A. Yes. 

Q. Has the Quebec Pulp and Paper Mills operated to any extent?—A. 
No; they have operated, but it has never been a very profitable concern. 

Q. It has not been profitable?—A. No. 


Mr. Gacnon: Why? 
The Witness: Because groundwood mills never are. 


By Mr. Power: 

Q. To what extent has Port Alfred operated, or to what extent had it 
operated before it was put in— —A. It had always maintained independent 
management. We had one or two directors and Price Brothers had one or 
two directors. 

Q. You are now speaking of Quebec Paper Mills?—A. Yes. 

Q. I am back again to Port Alfred. To what extent was it operated?— 
A. It operated very actively from the beginning. 

Q. From the time you took it over from Bay Sulphite?—A. Yes. 

Q. Sir Herbert Holt was chairman of the Board of Directors?—A. Yes. 

Q. You were a director?—A. Yes. 

Q. Mr. George McKee was president?—A. Yes. 

Q. At the time the Quebec Paper Mills organization was composed of 
directors of Price Brothers and directors of your concern?—A. And— 

Q. And Mr. Nichols?—A. And Mr. Nichols, yes, that is right. 

Q. You think now the Quebec Paper Mills was worth $3,000,000?—A. I 
would not be surprised, Mr. Power, I do not know what it is worth. I would 
not be surprised if some day it would prove to be rather useful. 

Q. Is it not a fact in Price Brothers’ accounts it is marked down as being 
worth $1; their investment is marked down as being worth $1?—A. It is an 
advantage, having lots of assets, to write them down. 


Mr. Coote: What is it worth? 
Mr. Power: Nothing. 
Mr. Irvine: $1 is too high. 


By Mr. Power: 

Q. It was said at the time Port Alfred was booming that the assets were 
valued far in excess of their cost. Was there anything in that?—A. I do not 
believe so. 

Q. You do not know. You were not a practical pulp and paper man?— 
A. No. 

Q. You never have been?—A. No. 
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By the Chairman: 


Q. Did you have an appraisal made of their assets before going into the 
merger?—A. In the Canada Power and Paper? I do not think so. We cer- 
tainly did not write them up at that time. 


By Mr. Power: 


Q. Port Alfred eventually went into the Canada Power and Paper on what 
terms?—A. They received 23 shares of Canada Power company stock for their 
shares and no debentures. 

Q. 23 shares of Canada Power and Paper?—A. Yes. 


By Mr, Coote: 
Q. Was there only one class of shares?—A. Of Canada Power, yes, sir. 


By Mr. Power: 


Q. What did you yourself or through one of your companies put into Port 
Alfred in money?—A. Oh, I suppose—of that 60,000 shares that were sold for 
$25, I put in quite a substantial amount of money, but I do not remember the 
amount. They were offered to the existing shareholders pro rata, and I took 
my full shares of course. 

Q. You took your full shares?—A. Yes. 

Q. You did?—A. Everybody did; all shareholders took up the stock. 


Mr. Hackett: At $25 a share? 
The WITNESS: Yes. 


Bay Wine ower: 


Q. You had substantial holdings in the company already, because you had 
practically financed the purchase of Bay Sulphite?—A. Yes. 

Q. You had financed it out of your own money?—A. Yes, out of my own 
credit. 

Q. Out of your own credit?—A. Yes. 

Q. Credit with the bank?—A. Yes. 

Q. Which bank?—A. Molsons Bank. 

Q. And after that you received a substantial amount of stock?—A. Yes. 

Q. Which in due course was worth $100 a share, and afterwards was worth 
23 shares for 1 of Canada Power and Paper? 


The CuamrMan: Which was exchanged. 


By Mr, Power: 


Q. Which was exchanged for 23 shares of Canada Power and Paper?— 
ree 2S 

Q. Can you tell me how many shares of Port Alfred you had at the time 
it went into Canada Power and Paper?—A. No; I can easily get that for you, 
but I cannot tell you offhand. 

Q. You have not got it?—A. No. 

Q. But all of those shares came to you from the use of your credit in 
organizing this company?—A. No; for half of them I paid $25 cash. 

Q. You paid $25 cash for half of them?—A. Yes. 

Q. Perhaps I should not ask you about the sale of any of them, but did 
you sell them?—A. Not a share. I was too stupid. As I say, I did not know 
the pulp and paper industry. 

Q. It is a source of extreme gratification to know we were not the only 
fools in the market.—A. I was in England. I will tell you I was in England 
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at the time, and I was talking to a man and he said to me, “I have some Port 
Alfred shares; I have a big profit in them, had I better Sell them.” [I said, 
“Why don’t you sell half of them,’ which he did. I never sold one of mine— 
didn’t have sense enough. 


By Mr. Coote: 
Q. What price were they at that time?—A. $140. The trouble about being 
closely interested in those companies, is as you know, Mr. Power, you always 
think they are wonderful, and you never sell. 


By Mr, Power: 

Q. This is also by way of digression. We were informed by some of the 
bankers who were here before you that during this boom period they endeav- 
oured to urge their clients to sell some of their securities. Did the banks tell 
you you had better sell?—-A. Probably they did. Probably in justice I should 
say they did. 

Q. You did not pay much attention?—A. Did not pay much attention. 


By Mr, Geary: 


Q. At the time the Canada Power took over the Port Alfred company stock 
at 23 for one, what was outstanding against Port Alfred in the way of capital 
structure?—A. 15,000,000 of bonds, 6,000,000 preferred. 

Q. That remained as overhead?—A. Yes. 

Mr. Hacxert: And 60,000 shares of common? 

The Witness: 120,000 shares. 

The CHarrMAN: The common were exchanged. 

The Wirness: The common disappeared in the Canada Power. 

The CHarrMAN: 120,000. 

The Witness: Yes. 

The CuHarrman: If we had the balance sheet it would complete the picture. 

Mr. Gagnon: I have one balance sheet here published by the MacLean’s 
Publishing Company in 1929. 

The Witness: That is correct, is it? 

Mr. Gaenon: I have the balance sheets of all those companies, and they 
are at your disposal, Mr. Power, if you want them. 

Mr. Power: I have tried to understand them and I could not, so I will 
let you work it out. 

Mr. Geary: I should like to know on what basis it was worth that amount 
of money? 

Mr. Power: What was worth that? 

Mr. Geary: Port Alfred. 

The CHatrMAN: The balance sheet may show you. 


By Mr. Power: 


Q. Here is the balance sheet. You will find it in “Pulp and Paper 
Securities.” You will also find that the newsprint industry was flourishing. 
So that in 1929 you had in addition to the other consolidations in Canada 
Power and Paper, Port Alfred Pulp and Paper. What was the next step? 
What other concerns were brought within the organization of Canada Power?— 
A. I think that was the final step, Mr. Power, so far as I recall. 

Q. Anglo Canadian?—A. Yes. 
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The CHAIRMAN: 1930? 
The Wirness: They were only visitors, though. 
len) Whip, ounces 

Q. Mr. Gundy says the Anglo Canadian were only visitors. Tell us some- 
thing about that. This was the corporation formed by Lord Rothermere?— 
AurYes: 

Q. It owned limits in the province of Quebee and owned lands, and had a 
large mill in the city of Quebec. 

The CHatrMAN: Did they have a mill? 

Mr. Power: They had a large mill in the city of Quebec. 


By Mr. Power: 
@. How many machines did the Anglo Canadian company have?—A. Four 
machines. 
@. When did it come in the Canada Pulp and Paper?—A. I am sorry; I 
have not got that here. 
The CHatrMAN: May, 1930. 


By Mr. Power: 


Q. And it walked out when?—A. Walked out 14 years later. 

Q. A year and a half later?—A. Yes, possibly. I should say about two 
years. 

Q. Can you tell us how it came about it was in and out?—A. There was 
a collateral clause. When the newsprint got in difficulties, we had the obliga- 
tion of paying the preferred dividends of that company. They had a high 
capitalization and those in charge of the company at the time—that was after 
my connection had ceased—thought it would be better for them to relinquish 
the company than pay the preferred shares, so they did it, and got back their 
own shares. The transaction was just cancelled, as I understand it. 

The CuatrMan: They took their own shares back? 


The Witness: Yes. 


By Mr. Power: 

Q. Now, looking back on all this, would it not have been better if Canada 
Power and Paper had never been formed? 

The CuarrMan: Well, Mr. Power, before you come to draw conclusions, 
and having regard to the character of the inquiry, I would like to have on the 
record, if you will allow the suggestion, who the bankers were of those con- 
stituent companies, taking them from the beginning. For instance, who were 
the bankers of the St. Maurice Valley corporation? 

Mr. Irvine: May I also ask, Mr. Power, that you put on the record the 
name of the present corporation or merger, and also a list of all the companies 
included in the merger, giving the chronological order of their being consolidated, 
because there are so many Chicoutimis, and Wayagamacks and Port Alfreds 
and so on, that I do not know where I am. 

Mr. Power: Perhaps I had better try to summarize the constituent com- 
panies of Canada Power and Paper as they stood in 1930 when the merger 
was completed. 

The CuatrMAN: I think that a good idea. Just get the layout, if you can, 
of Canada Power and Paper. 

Mr. Power: I will try to get the capitalization of them. I am afraid I 
won’t be able to give the capitalization, but if there is someone here who 


can give it to me, IJ shall be pleased. 
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The Cuatrman: They have it here, or they should have it here. 


Mr. Power: I shall try to get the capitalization as I go along. Canada 
Power and Paper in 1930 was composed of what? What was its capitalization; 
just let us see that? 

The Wrrness: I will have to get the secretary to give us those details, 
because the balance sheet— 

The CuHairman: I had a total of 750,000—$10,000,000 capital no par value 
stock. 


Mr. Power: I want to get the capitalization of Canada Power and Paper 
in 1930 when the merger was completed. 


The CHarrman: The memoranda I have from the Companies Branch 
show that the company was incorporated by letters patent on the 10th 
January, 1928, under the Quebec Act, with an authorized capital of 750,000 
shares, no par value, and the amount of capital with which the company was to 
begin, business was $3,750,000. On the 25th October, 1929, supplementary 
letters patent were issued under the same act increasing the capital stock by 
the amount of $6,250,000, making a total of $10,000,000 common, no par value. 

Mr. Hacxerr: That is only the authorized capital. 

The CHarrman: Yes. 

Mr. Hacxerr: Why don’t we ask the secretary? 

The Cuarrman: We should get that picture. If they put in the balance 
sheet at the time of the merger, it would give us the whole picture. 


Mr. Powmr: I have here a balance sheet dated February 27, 1931, balance 
sheet of Canada Power and Paper Corporation—that probably was the last 
year in which it was in existence, was it not? 


The Wirness: I think so. 

Mr. Power: Am I right, Mr. Secretary? 

The CHarrMAN: Yes. 

Mr. Power: And [ think we can put it in the record? I do not want to 
show it all, but may I say that the assets at the time amounted to $212,974,611. 
It was a paper company. 

The CHAIRMAN: Yes. 

Mr. Coors: The millions must have been made with the printing press. 

The Cuartrman: I should like to ask when the final set-up of the company 
was made, had there been any “water” put in the stock of Canada Power and 
Paper Company? 

The Wirness: No. 


The Cuairman: As we ordinarily understand the term. I ask you if in 
the set-up there was any ‘water’? 


The Witness: No, none at all. 

Mr. Irvine: No, all steam. 

The CuarrMan: Let us be serious about this. 
Mr. Irvine: That is serious. 


The Cuatrman: The suggestion has been made that this company was 
watered up when it issued securities to the public. 


By Mr. Power: 


Q. May I go back and ask Mr. Gundy for a statement of the constituent 
corporation before we come to draw our inferences? The companies in the 
Canada Power and Paper Corporation as given in the annual statement of 1931 
which has just been filed, were— 
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Mr. Hacxett: May I interrupt there? Would it not be well to ask Mf. 
Power to put in the liabilities, since he has given us the assets? 

The CuatrMan: The whole thing is going on the record. It will be spread 
out if you want it. 


By Mr. Power: 


Q. The companies in chronological order were, first, St. Maurice Paper 
Company, which in 1925 was merged with Belgo-Canadian?—A. Yes. 

Q. And it became the St. Maurice Valley Corporation? This corporation 
controlled the Belgo-Canadian Paper Company, but having merged with them 
in 1925, it also controlled the Canada Paper Company, acquired in 1926?— 
Aw Wes. 

Q. Then, in 1927 was formed the Canada Power and Paper Corporation to 
take over the St. Maurice Valley Corporation, and Laurentide Company Limited. 


Mr. Gagnon: 1928, you should say. 


By Mr. Power: 
Q. Pardon me. This new company, the Canada Power and Paper Corpora- 
tion therefore controlled the Laurentide Company? 
The CHatrman: And subsidiaries. 


By Mr. Power: 

Q. And its subsidiaries, among which was the Laurentide-Ottawa Company 
and some small subsidiaries?—A. Yes. 

Q. The next step was the taking over of one-third interest of the Anticosti 
Corporation by St. Maurice Valley. That was an intermediate step in 1925. 
A one-third interest in the Anticosti company was purchased by the St. Maurice 
valley, but I can say here, and Mr. Gundy will bear me out, that all the shares 
of Anticosti Corporation eventually fell into Canada Power and Paper?—A. 
Yes. 

Q. Owing to the fact that the three interested companies, namely Port 
Alfred Pulp and Paper Corporation, Wayagamack Pulp and Paper Company 
and the St. Maurice Valley Corporation became constituent parts of Canada 
Power and. Paper Corporation. 


The CHamrMAN: Through stock ownership. 


By Mr. Power: 


Q. Through stock ownership, so that Anticosti also joined up with the 
merger?—A. Yes. 

Q. The next step was Port Alfred; or did Port Alfred come before Wayaga- 
mack?—A. Some time. 


The CHatrRMAN: September, 1929. 


By Mr. Power: 

Q. In September, 1929, Port Alfred became a part of Canada Power and 
Paper through exchange of shares. In 1929 also Wayagamack Pulp and Paper 
Company became a part of Canada Power and Paper, and then in 1930 Anglo- 
Canadian became, for the time being, a part of Canada Power and Paper. 
That is the lot, is it?—A. Yes. 

The CuarrMan: Just there, Mr. Power, could we put on the record the 
stock issue of Canada Power to those five constituent companies? I have it 
here, if you like. St. Maurice Valley Corporation, 400,000 shares; Laurentide 
Company Limited, 288,000 shares; Port Alfred Pulp and Paper corporation, 
330,000 shares; Wayagamack Pulp and Paper company limited, 200,000 shares; 
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ene Pulp and Paper Mills, 303,750 shares, which makes 1,521,750 
shares. 


Mr. Power: I suggest the capitalization of Canada Power and Paper 
company had increased some time, because eventually it was 750,000— 


The CHatrman: I told you on the 25th October, 1929, supplementary 
letters patent were issued increasing the amount by $6,250,000, no par value, 
and the total issue would be 10,000,000, and on the same ratio the number of 
shares would be—I will have to work that out. 


By Mr. Power: 


Q. What was the price range on the market of the shares of Canada Power 
and Paper?—A. I cannot— 

Q. It ran up to about 60?—A. I would not be surprised. 

The Secretary: 54. 

Q. Now, Canada Power and Paper was reorganized in 1931, or was it 1932? 
—A. No, 1931. 

Q. And became consolidated?—A. Yes. 

Q. What is the name now?—A. Consolidated Paper— 

The CuatrmMANn: Before you leave that, would you revert to the question 
of bank arrangements. I think it ought to be spread on the record just who 
the bankers were of those constituent companies? 

Mr. Power: All right. Are you working out the total issue of shares? 

The CHarrMan: Yes. 

Mr. Geary: Is that 750,000 a supplementary— 

The CHamrMaANn: The bylaw reads the stock was increased by the amount 
of $6,250,000. 

Mr. Geary: 7,000,000 shares. 

The CHatrrman: No. May I say that on the 31st December, 1930, the 
number of shares was 1,521,750, out of an authorized 2,000,000. 


By Mr. Coote: 


Q. Would it be right to ask this: was there an issue of $35,000,000 collateral 
trust debentures?—A. These debentures were exchanged, 28,000,000 with the 
Laurentide shareholders who received 28,000,000 of them, and the other 7,000,- 
000 went to the shareholders of Wayagamack. There was no sale to the public 
by the company; there was no sale of any security by that company to the 
public at any time. 

Q. Was there in any way a duplication of the common stock?—A. No. 


The CHatRMAN: It was a liability; securities issued to pay for shares of 
constituent companies. 


By Mr. Power: 


Q. You said the company was reorganized and formed into Consolidated 
Pulp and Paper corporation?—A. Yes. 

Q. Who were the bankers of the St. Maurice Valley Corporation?—A. 
Royal Bank of Canada. 

Q. Who were the bankers of the Laurentide company?—A. Bank of Mont- 
real. 

Q. Who were the bankers of the Port Alfred company?—A. Bank of 
Montreal. 

Q. First the Molsons, and later taken over by the Bank of Montreal?—A. 
"Yes. 
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Q. Who were the bankers of the Wayagamack?—A. Banque Canadienne 
Nationale. 

Q. Who were the bankers of Belgo?—-A. When they became part of the St. 
Maurice Valley company, which was when we became interested, it was the 
Royal Bank. 

Q. It became the Royal Bank as soon as it went into the merger? 

Mr. Gaenon: The president of the Belgo-Canadian was Sir Herbert Holt. 

Mr. Spencer: They changed their bankers after the merger? 

The Wrrness: I do not remember whether the Royal Bank was the banker 
before the merger or not, I was not interested. 


The CuHatrman: They.were not. 
Mr. Witson (General Manager, Royal Bank of Canada): We were not. 


By Mr. Power: 
Q. Mr. Wilson says they were not. Who were the bankers of the St. 


Maurice Paper Company before the amalgamation?—A. I think it was the Bank 
of Toronto. 


Mr. Gacnon: I see that the president was Sir Herbert Holt. 
The Cuatrman: Yes. And the Anglo-Canadian? 


By Mr. Power: 


Q. Who were the bankers of the Anticosti Corporation?—A. The three 
banks. 

Q. The three banks interested in the companies which purchased?—A. Yes. 

@. Who were the bankers of the Canada Power and Paper?—-A. The bank 
of Montreal and the Royal Bank?—A. I suppose so. 

Q. I suggest to you they were, 50-50; is that right?—-A. I would think so. 
I do not know how the banks worked that, I am sure. 

Mr. Wiuson: Yes. 

The CuHatrman: And the Anglo-Canadian? 

Mr. Power: Who were the bankers of the Anglo-Canadian? 


Mr. Witson: The Royal Bank. 


By Mr. Power: 

Q. In all these dealings, Sir Herbert Holt was associated with you owing to 
the fact that Holt-Gundy were interested in it; is that a fact?—-A. No; my re- 
lations with Sir Herbert Holt far antedated the formation of Holt-Gundy and 
company. It did not follow at all, because he and I were interested in the deal, 
that Holt-Gundy and Company were interested in it. Holt-Gundy and Com- 
pany would take an interest in a deal if they saw a chance to make a reasonable 
profit, and that is the basis on which they operate. 

Q. In any event, you and Sir Herbert were associated in a great many of 
those transactions?—A. Yes. 

Q. Let us say all of them in which your name and that of Sir Herbert appear 
on the board together?—A. I think likely. 

Q. You think it is likely. You said some time ago; up to a certain point— 
I do not remember for the moment,—you had made nothing, either for your- 
self or the companies, the investment banking company with which you were 
connected in those transactions?—A. Well I think I have a heavy financial loss 
to credit on those transactions at the present time yes. 


The CuarrMan: What Mr. Power is asking is this: was there any profit in 
the process of amalgamation of any of those companies? That is a pretty 
definite question. 
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The Wrrness: I think so. We made profits from time to time out of the 
sale of securities. For instance, when we sold preferred stock of Port Alfred, 
on the balance of Port Alfred we made a profit. If we made a loss it was bad 
judgment, that is all. 

The CHarrman: Mr. Gundy, Mr. Power wants to know, and I think the 
public would like to know, if in the process of the amalgamation and the pur- 
chase of the shares of one company and the sale to Canada Power, there was 
any profit made by any investment bankers or anybody else? 

The Witness: No. There were no investment bankers or financial houses 
which had any interest in the amalgamation in Canada Power and Paper. 


By Mr. Power: 


Q. You mean profits in money?—A. Profits in money or shares or anything 
else. 

Q. Did you transfer money profits in the way of shares?—A. No. 

Q. Which at that time could have been sold at a profit in money?—A. No. 
You want to ask me if I speculated in Laurentide at the time? I did not. 

Q. I am glad you suggested it?—-A. I was just wondering if that was in 
the back of your mind; because I did not deal in the shares at all; nobody 
associated with me did. 

Q. When Canada Power and Paper was completed, how many shares of it 
did you have?—A. Canada Power and Paper? I don’t know; I have no idea. 

Q. You have pretty heavy holdings?—A. Yes; quite substantial holdings, 
largely through Port Alfred. 

_ Largely through receiving 23 shares for your Port Alfred?—A. Yes. 
But a little bit from the—A. St. Maurice. 

Not from Wayagamack?—A. No. 

Not from any of the other companies?—A. No. 

The two companies in which you profited in shares were Port Alfred 
and St. Maurice?—A. I received shares; I did not profit in them. 

Q. You received shares?—A. Yes; no profit in them. 

But had you sold. them at the ‘time they would have given you a very 
nice profit?—A. Oh, I suppose so, yes. 


LOOLL 


By the Chairman: 


Q. Did you receive any different terms from any of the other shareholders? 
—A. No, sir. 


By Mr. Power: 


Q. You received no special benefit?—A. No, sir. 

Q. To repay you for the work?—A. No, sir. 

Q. And the labour of bringing about this amalgamation?—A. Not any. 

Q. Now, you were assisted in this work to a considerable extent by the fact 
that Sir Herbert Holt was associated with you, were you not?—A. In bringing 
in Canada Power, I do not think so. 

Q. Don’t you think that the fact that you let it be known Sir Herbert Holt 
and you were working together helped the work?—A. In many cases it was a 
ereat help to me, but in this particular transaction it was a transaction between 
two sets of shareholders. They made up their own minds as to whether this 
deal was in their interest or not, and they did not care whether Sir Herbert and 
I were interested or not. In fact, we were interested. 

Q. In bringing Port Alfred in Canada Power and Paper, you were helped 
by the fact that Sir Herbert Holt was interested?—A. What happened in con- 
nection with Port Alfred was this; that at the time we made the merger between 
Laurentide and St. Maurice, we brought Port Alfred—now, mind you, we had a 
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very substantial interest in Port Alfred and Mr. McKee was president. We 
went to him and said, “What do you say if we bring Port Alfred in?”. He said, 
“No.” That was the end of it, and then as we got along, through a year of 
operation, he changed his mind, and said it was a good thing to do, and we did 
it. 

Q. Did you close Port Alfred when it went into Canada Power and Paper? 
—A. I do not think so. 

Q. You did not close the mill?—A. I have no recollection of it having been 
closed. Port Alfred did not close when we went into Canada Power? 


The Secretary: No. 


By Mr Power: 


Q. Did the St. Maurice Valley mill close shortly after you went into Canada 
Power?—A. I do not recall it did. If it closed it was because we did not have 
enough business. 

Q. Did it assist your credit to have it generally known that you and Sir 
Herbert Holt were associated in those transactions?—A. I do not think so. I 
have said we were dealing with the Bank of Montreal, on Port Alfred, and they 
asked us whether Sir Herbert was in it. As a matter of fact, he was not much 
interested. 

Q. Did it assist you in the sale of any securities to the public? Did the 
fact that the name of Sir Herbert Holt was associated with you on the prospect- 
uses assist you in the sale of securities to the public?—A. I suppose—I think 
that all names on the directorate of those companies were useful in varying 
degrees; because of Sir Herbert Holt’s prominence and success in business, his 
name was more influential than any other name there,I hope it was; I felt 
it was. 

Q. How much did Canada Power and Paper owe the two banks, the Bank 
of Montreal and the Royal Bank at the time of the annual statement in 1931?— 
A. $14,588,000. 

Q. They owed the bank $14,588,000? 

The CHAIRMAN: Secured how? 

The Witness: Inventories, receivables, investments and so on. 

Mr. Spencer: Fully. 


The Witness: Depending on how much a ton of pulpwood was worth. 


By Mr. Power: 


Q. What was the amount of loan to the bank that was guaranteed by the 
new Consolidated Paper company?—A. Well, the net working capital of St. 
Maurice, when it went in the merger, according to the balance sheet, was 
$8,892,000, Laurentide $6,540,000, Port Alfred $5,101,000—I have not got the 
Wayagamack figures. 

Q. At the time Canada Power and Paper was reorganized into the Con- 
solidated Power and Paper, how much was owing the banks?—A. About 
$14,000,000. 

Q. About the same amount as was owing in— —A. December 31, 1930. 

Q. Is that the statement on which the reorganization took place?—A. I 
am inclined to think so. 

Q. And they still owed the banks at that time $14,000,000 and some odd 
thousand? 

The CHAIRMAN: What was that again? 


Mr. Power: $14,000,000 odd. I do not suppose you would know how much 
Consolidated Paper owes to the banks to-day? 
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The Witness: No. 
Mr. Gacnon: I have a report here stating that the balance due is $6,395,000. 
Mr. Power: Which bank? 


Mr. Gaenon: Consolidated Power and Paper company and other special 
bank loans, $8,409,000. 


The CHAIRMAN: What is the date? 
Mr. Gagnon: December 31, 1933. 


By Mr, Power: 


Q. On December 31, 1933, Consolidated Paper, which had succeeded Can- 
ada Power and Paper, still owed the bank approximately $14,000,000?—A. Yes. 

Q. Now, what I think the public would like to know from you, Mr. Gundy, 
is what is approximately the value of the shares, let us say, in Laurentide for 
which investors in 1928 paid $134? What is approximately the value of that 
share to-day? 

The CuHatrman: Are you speaking of market value? 

Mr. Power: Market value. 


The Witness: I do not know. 


By Mr. Power: 


Q. Would you say nothing would about represent it?—A. No. 

Q. What is that?—A. No. 

Q. If, in 1928, you had invested $139 in the Laurentide company, shares 
which were then paying 6 per cent dividend, what would you be getting out 
of it to-day?—A. I do not know. 

Q. You cannot tell us; could anybody tell us?—A. I doubt it. 

Q. You cannot tell us?—A. I have not that information. 

Q. You think it could be worked out?—A. I suppose it might be. 

The CuarrMAN: That was on the reorganization? 

Mr. Power: I should like, if it is possible, to have it worked out. I do 
not know who can do it, but we have a number of bankers here, and perhaps 
they can work it out. I should like to have worked out first, what would have 
been the appreciation in value of a $100 share in Laurentide purchased in 
1887; what would it have been worth in 1928, and what would it be worth 
to-day? 

The CuatrRMAN: I hope you are not asking me to do it? 


Mr. Power: I am not going to ask you, but can you suggest if we can get 
someone to figure that out? 


By Mr. Power: 


Q. Mr. Gundy, can you work that out for us?—A. No, sir. 

Q. You are an expert on figures?—A. Let me give you a figure just to 
illustrate the difficulty about that particular thing. In May, 1929, United 
States Steel Corporation, which is quite a strong company, sold its shares to 
its shareholders at $140 a share. In September, 1929, there shares 
sold at $2613. In 1932 they sold at $21, less than one-tenth of what 
they sold a year previously. Now, you say what were they worth in 
1929, what were they worth in September, 1929, six months later, and what are 
they worth to-day? Nobody in the world knows. If you can tell me how 
much newsprint the publishers are going to buy and what they are going to 
pay for it, and whether the men at the head of the newsprint industry are 
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going to quarrel or work together harmoniously, and if you are going to say 
what the general trend of trade in the world will be, and settle all these things, 
then you begin to get a basis on which to figure out the value of newsprint 
shares. 

Q. I am not talking about the United States Steel. I suggest to you, Mr. 
Gundy, that the shares in all those constituent companies first, and secondly 
the shares in Canada Power and Paper were enormously over-valued, as 
compared with the physical assets; is that a fact?—A. If it was a fact, the 
over-valuation was by the general public, which none of us control. 

Q. The over-valuation was by the general public?—A. Certainly. 

@. That is to say the general public more or less fell over themselves in 
their endeavours to buy pulp and paper securities?—A. Including you and me. 

@., Yes: 

The CHamrmMan: The shares went up to 97, but at the same time they 
were never intrinsically worth that. 


By Mr. Geary: 
Q. What did the shareholders of Laurentide get for their holdings when 
they went into the Canada Power and Paper?—A. One debenture and one share 
of common. 


Mr. Power: One no par value of common, and one debenture. 
Mr. Hacxetr: Do you mean Consolidated Power and Paper Company? 
The CuHatrman: No. Canada Power. 


By Mr. Power: 


Q. Was not the control of the Newsprint Institute, which was a body 
formed to regulate the market for newsprint, one of the objects that you had 
in mind when you went into this deal?—A. No, sir. 

Q. But effectively you did have a large control of the newsprint industry? 
—A. No, sir, had no contro] whatever. 

Q. What was your output when Canada Power and Paper was completed; 
what was the output of newsprint both possible and real in tonnage?—A. 2,500 
tons a day. 

Q. Does that include Anglo?—A. Yes. 


The CuHatrMan: What percentage of that was Canadian production? 


By Mr. Power: 


Q. The production of Canada Power and Paper was approximately 2,500 
tons per day?—A. Yes. 

Q. What percentage was that of the total Canadian production?—A. I 
suppose about 22 or 23 per cent. 

Q. Of the Canadian production. I am not speaking of the world’s produc- 
tion —A. It is 22 or 23 per cent of the Canadian production. 

Q. So that you were a man of some influence on the Canadian Newsprint 
Institute?—A. I think you are flattering me now, Mr. Power. 

Q. You had a 22 per cent interest, if you had nothing else?—A. I did not 
own those shares; I did not control that company; I was not an officer of it. 

Q. You represented those companies in the meetings of the Institute, did 
you not?—A. Not entirely. 

Q. Mostly?—A. No. Mr. Whitehead was the chairman of the Newsprint 
Institute until the time of the merger and then Mr. Price became the Chairman, 
and the Chairman was the man who dominated the Institute. 
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By the Chairman: 

Q. Were you never at any time an officer of Canada Power and Paper? 
—A. Yes, I became an officer of Canada Power and Paper in the summer of 
1930. 

Q. Because this annual statement for 1930 is signed by you as president. 
—A. Yes. 


By Mr. Power: 

Q. Sir Herbert Holt was the chairman of the board at the time?—A. 
Probably. Does it say so there? 

The CuarrmMAN: He was chairman of the board and Mr. Gundy was 
president, and Mr. Geo. M. McKee senior vice-president, and Mr. C. R. 
Whitehead, executive president. 

Mr. Gacnon: What year? 

The CHarrman: The year ending December 31, 1930. 


By Mr. Power: 

Q. Now, I suppose you had fairly intimate dealings with the banks during 
all this time. Were you encouraged by the banks or any of them to go on with 
this expansion?—A. No. 

Q. Did they discourage you?—A. Well, they discouraged me in this way, 
that they took the position, some of them, that it was a waste of time to try 
to get the industry organized. 

Q. Your object was to organize the industry?—A. For its own protection. 

Q. So as to regulate prices?—A. So as to prevent destruction of the 
industry. 

Q. I beg your pardon? 
prices. 

Q. Not to raise prices?—A. No, we never tried to raise prices, certainly 
never succeeded in raising prices anyway. 

The CHAIRMAN: You were trying to keep the prices from falling? 

The Witness: Yes. 


By Mr. Power: 


Q. In order to do that you set out to control a large number of mills?— 
A. No, not to control them but to bring them into harmonious groups. 

Q. Into your group?—A. It was not my group. 

Q. It could not help but be harmonious if you ran it?—A. It was not my 
group. 

Q. The group with which you were connected?—A. Yes. 

Q. You did, as a matter of fact, bring a large number of paper mills into 
that group?—A. Yes. 

Q. Just here, can you tell me or can the secretary tell me what was the 
area of timber limits or free-hold lands held by the Canada Power and Paper 
Company in 1931?—A. The gentleman says that it was about 20,000 square 
miles of timber limits, and about 3,500 square miles of free-hold land, and 
Anglo-Canadian controlled 4,000 square miles. 

The CuairMAN: 3,500 square miles of free-hold would be Anticosti, would 
it not? 

Mr. Power: Largely. 

The Wirness: Largely, yes. 


By Mr. Howard: 
Q. Mr. Chairman, when the witness was purchasing or looking for the 
agreements he must have had in the back of his mind some figures as to the 
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earning capacity of every purchase. Was he satisfied that the earning capacity 
was— —-A. Yes. 


The CuarrMan: Could we have the profit and loss accounts of the Laur- 
entide Company and other companies. They would speak for themselves. 
That is why I have been anxious to have the balance sheets in. I think they 
might be put in. 


The Witness: Mr. Hodgson, will you bring them? 
The CHairMan: Don’t you think it is a better way to get the picture? 


The Witness: You see, Mr. Howard, this is the last report of the Lauren- 
tide, June 30, 1927. At that time the earnings were $2,776,067. That is the 
total earnings. Then, their interest and other charges were $1,028,576, leaving 
profits for the year of $1,747,490. Now, that is over 6 per cent, on the shares 
of Laurentide. In Canada Power and Paper, the interest on the debentures 
was only 54 per cent, so that there was a fair margin over the requirements of 
the financing. 


By Mr. Howard: 


Q. On that statement, let us not get away from that for a moment. What 
year was that?—A. The year ending June 30, 1927. 

Q. That gives the interest on the Laurentide as 6 per cent?—A. Yes. 

Q. For that stock in the amalgamation you gave 23 shares of— —A. No, 
we gave a share, one share and one debenture. 

Q. No par value, and one debenture at 54 per cent interest?—-A. Yes. 

Q. Now, the amalgamation purchased Canada Paper, Windsor Mills?— 
A. Simply an exchange of shares. We gave 10,000 shares of St. Maurice Valley 
for their shares. 

Q. You gave 10,000 shares of St. Maurice Valley for their shares?—A. 
I think we gave them one share for 24. We gave one share of St. Maurice 
Valley for 2 shares of Canada Paper Company. 

Q. In other words, you sold that property; what were the conditions of the 
sale?—A. That property was afterwards sold to— 

Q. Howard Smith?—A. Howard Smith; I cannot tell you when. 

Q. You see, Mr. Chairman, what I am trying to get at is this: one of 
the properties purchased was afterwards sold, and I should like to know if 
they made a profit or loss?—A. I think they made a loss for this reason, that 
the St. Maurice Valley corporation found that the business of Canada Paper 
was not a business that fell in well with their business; that Canada Paper did 
make some newsprint, but the newsprint business was transferred to the other 
mills, and it was felt that the St. Maurice organization was not suited to that 
type of business. The Howard Smith people knew that business, knew how 
to do it, and it was considered a desirable thing to put the property in the hands 
of people who were experts in the business. 

Q. But the fact remains that from the standpoint of the public this plant 
was purchased and afterwards was sold through agreement and Canada Power 
and Paper took a loss on the transaction?—A. I am inclined to think they took 
a loss, although I do not remember definitely. 

Q. Does the Canada Paper still own stock of Howard Smith?—A. I beg 
your pardon? 

Q. Does Consolidated Paper still own those shares?—-A. Of the Howard 
Smith, ves, I think so. 

Q. Then, you took this famous deal of Anticosti—by the way, did the 
directors of the company taking it over have reports as to the cost of the pro- 
duction of wood on Anticosti and delivering it?—A. Yes. 
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The Cuarrman: Before you go into that, would you finish up your original 
question, namely the value of the shares of those constituent companies. Do 
you want to pursue that any further? 


Mr. Howarp: No, no further than to show they took a loss. 


By Mr. Howard: 

Q. What is the value of the Howard Smith stock held by Canada Power 
to-day?—A. About 20,000 shares, and the market value was about $200,000. 

Q. What was the value of the stock that you gave at the time you pur- 
chased Canada Paper?—A. Very much less. You see, the shares that we gave 
to Canada Paper are now represented by a very very small amount of common 
shares of Consolidated Paper. 

Mr. Coors: It has been wiped out in the meantime? 

The Wirness: Pretty nearly. 

Mr. Coorre: Are we going to get that story? 

The CHAIRMAN: I gave him the opening if he wants to follow it up. You 
were starting in, Mr. Howard, to get the value of the shares of the constituent 
companies in Canada Power. Do you want to follow that any further? 

Mr. Howarp: What I was trying to get was this, that the directors con- 
trolling these companies at the time they purchased, just taking this one, for 
instance, at the time they purchased the Canada Paper with mills at Windsor 
Mills they gave so many shares of their company. I want to get what that was 
worth, and then they took it back and gave 20,000 shares of Howard Smith. 

The Witness: Howard Smith shares are much more valuable than the 
St. Maurice Valley, or than the Canada Paper shares. 


By Mr. Coote: 


Q. The Howard Smith then got a poor deal?—A. Yes, if anybody did, 
although it is very hard to put anything over Mr, Crabtree, of Howard Smith. 


§ By Mr. Howard: 

Q. Now on the Anticosti Island deal, there must have been some report 
submitted to the directors at the time on the cost of the wood?—A. Yes. 

Q. May I ask how those reports panned out?—A. The story of the Anti- 
costi operations was not a very satisfactory story at all. 

Q. It was terrible?—A. I wouldn’t even go that far. 

Q. How many cords of wood were delivered from Anticosti?—A. Quite a 
good deal of wood, but you see when the industry began to slump you found all 
those mills with great piles of wood, and they lay there for several years on 
account of the shrinkage in demand. I understand it was only in the last year 
that the Consolidated Paper Company has used up old wood piles. There has 
never been a sufficient demand for wood to make it worth while to operate. 

Q. Yes, but that possibly is due to conditions that we went through, but 
as a matter of fact had conditions not been as they were the wood from Anti- 
costi, every cord of it cost this outfit at least $10 a cord more than they could 
buy wood anywhere else in the country?—A. I do not believe that, but it 
may be true. 

Q. Well now, for that reason, I say that you must admit that the directors 
possibly did not use very good judgment in the matter?—A. I would not admit 
that. I think that the story of Anticosti has still to be written. I was talking 
to a man who is in the paper business the other day, and he tells me that the 
close-in wood to these mills is beginning to become scarce, Mr. Power will know 
about that, and that some of these days they are going to pay more for their 
wood. 
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Q. Is it not a fact that even the loading plant and the equipment plant has 
been dismantled and moved away and the operation of Anticosti entirely closed? 
—A. Well, I do not think they have been cutting any wood there, or anywhere 
else for that matter in the last few years. 

Mr. Howarp: Mr. Chairman, I would like Mr. Gundy to be clear on the 
point, I am sure that he knows and if not he can ask one of the other witnesses, 
if the loading plant which cost lots of money, and the equipment consisting of 
trains and hoists, and all the rest of it has been dismantled and taken away 
from the Island. 


The Wirness: Well you ask these experts, they know all about it. 


By Mr. Howard: 


Q. Well, Mr. Gundy, are you a bank director?—A. No, sir. 

Q. Have you been?—A. No, sir. 

Q. Then may I ask you this question: When these securities at different 
times during these amalgamations were sold to the public, did anybody under- 
write or sell first hand the securities except Holt, Gundy and Wood, Gundy? 
—A. Are you talking about Canada Power & Paper? 

Q. I am talking about each one of them, as you wanted to raise the money 
from the public to supply capital for the different ones?—A. Well, in the case of 
Canada Power & Paper there was no underwriting at all. In the case of the 
financing of Port Alfred that was done under the auspices of Wood, Gundy & 
Co. We associated with ourselves other investment houses as might be suitable. 

Q. But nobody handled the issue except Wood, Gundy & Co. and Holt, 
Gundy & Co., the original issue?—A. I think we had partners from time to time 
who were on the same basis as ourselves; we usually did. 

The CuatrMAn: What you are trying to get at, Mr. Howard, is the spread 
between the amount received for those securities and the amount the public 
paid. 

Mr. Howarp: That is not quite the point, Mr. Chairman. 

The CuHatrmaAn: That is a very important point. 

Mr. Howarp: That is getting pretty close home. What I was trying to 
get, Mr. Chairman, was this: I just wanted to know if any other firm except 
Holt, Gundy and Wood, Gundy handled the securities?—A. You are not correct 
in that, Mr. Howard. For instance, a case in point, take the Belgo transaction, 
we did not handle the preferred at all in that transaction. It was handled by 
some other house or houses, I suppose half a dozen of them, I don’t know the 
exact number. 


By Mr. Howard: 

Q. Do you know who sold the securities? You mentioned the preferred 
stock?—A. Belgo? 

Q. Yes?—A. I could find that out for you easy enough. JI will find it out 
and let you know. 

Q. But are you positive that the Holt, Gundy Co. did not take the issue 
and then hand it over to someone else?—A. Yes. So far as that particular issue 
of preferred was concerned we did not at that time handle any preferred. That 
is why I am sure we did not handle that one, because up to that time we had not 
sold any preferred shares. 

Q. But would it be possible for Holt, Gundy & Co. to write the issues for 
so much money and then other brokers handle it in the usual course of business? 
—A. That did take place in many cases, of course. 

Q. Was there any special reason for the formation of the firm of Holt, 
Gundy & Co?—A. Let me see now. It is a company, you know. The reason 
for the formation of Holt, Gundy & Co. was to create additional financial 
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machinery to carry larger transactions. The Wood, Gundy Co. had a very 
big retail business, handling government and municipal bonds and other securi- 
ties, and this new company was an additional machine for financig. It is an 
investment company. 

Q. Is this a fact that the firm of Wood, Gundy & Co. have practically 
always dealt in what we call Al securities, and when you went into the paper 
securities you took on another firm?—A. Oh, no. 

Q. That has nothing to do with it?—A. Nothing at all. 

Q. Well, do you think that the fact that both names, Holt, Gundy, and the 
people affiliated with you, would not have some effect; would it not be natural 
that the public would be impressed by that, as to whether the scheme would be 
good or bad? 


The CuHatrMAN: That is a matter of opinion. 


The Wirness: There is an answer to that thought, because I have this 
thought: Those pulp and paper securities are distributed undoubtedly among 
very many investors all over Canada, but a very substantial proportion of them 
are owned by the most expert, most experienced, most skillful investors in Canada, 
and in England, and in the United States, so that the little private investor out 
in the country who feels very badly about losing his money can have the con- 
solation, if it is any, that the most skillful, shrewd, experienced investors in the 
world made the same mistakes that he made, if they are mistakes, because after 
all you can take the general range of securities all over the world and the experi- 
ence of these newsprint investors is very little different from the experience 
of all kinds of investors all over the world. We have had a tremendous depres- 
sion. I talked about United States Steel because it is one of the strongest 
corporations in the world and their shares sold for less than one-tenth of their 
proper value. Even if you had government bonds you could have lost 10 or 15 
points at one stage. 

Q. The only thing is they came back nicely?—A. Well then, those other 
things are coming back. As a matter of fact, you have missed the low point. I 
think some of those securities are selling at three or four times what they were 
selling at a year ago. 

Q. I think you will also admit, Mr. Gundy, that the stock that has been 
wiped out by the change in capitalization will never come back?—A. Well, I 
am in a good position to know that because I probably suffered more in that 
regard than anybody else in Canada. 

Q. The firm of Holt, Gundy & Co. in financing its operations have had 
loans at the banks?—A. Very little. Holt, Gundy & Co. did not deal with the 
bank much. The very fact that Sir Herbert was in the company was the reason 
why we did not do financing through the banks and especially with the Royal 
Bank. If you knew Sir Herbert as well as I did, you would understand that. 

Q. Well, would it be possible to have the amount, I might say the minimum 
and the peak of loans during 1925, 1926, 1927 and 1928?—A. Is not that our 
private business? I have no objection to telling it to you, but I do not want— 

Q. I mean as far as pulp and paper is concerned?—A. Sure. It did not 
amount to anything. 

Q. And would the same answer apply to Wood, Gundy & Co?—A. The 
same. 

Q. The same thing?—A. Sure. I mean to say, that the proportion of our 
loans at any time covered by paper securities is simply infinitesimal. We never 
carried loans on paper securities; it was not necessary. The public were so 
anxious to get them they were sold before they were bought almost. 

Q. Was that in view of the names heading the list?—A. These men who’ 
bought the bonds were intelligent men. They knew that the paper industry 
had a wonderful record of interests. 
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Mr. Howarp: Mr. Chairman, the witness probably is not acquainted with 
the evidence given by the banker witnesses. Might I say for his information 
that the bankers told this committee that they foresaw the depression coming, 
and that their orders before it struck were——they were advising their clients and 
telling them to unload and to cover the amount on deposit of their securities 
and so on. 


The CHAIRMAN: That was against speculation though. 
Mr. Howarp: We are talking about the securities of these companies 
The CuarrMan: I think the questions were directed against speculation. 


Mr. Howarp: In stocks held on margin and stocks held as collateral by 
the banks. 


By Mr. Howard: 


Q. Well, if that were the case with the bankers, were the directors of the 
Canada Power & Paper also as farsighted as that?—A. Their problem was an 
entirely different problem. They were a going concern, but I will tell you one 
thing, we were the first to stop building mills. 


By the Chairman: 


Q. Did they build any new mills?—A. They built no new mills, in fact, 
they put in their last new machine in 1926. In 1926 the industry was running 
to 95 per cent of capacity, and after 1926 there were put in more mills equiva- 
lent in capacity to all the mills that were put in in the history of the industry 
up to that time, and that is the thing that ruined the industry. We did not put 
one, not one. A young chap gave me a chart yesterday which is very interest- 
ing, and I would like—if it would be interesting—to pass it round. It shows 
this, that up until 1929 United States imports increased in a parallel line with the 
increased capacity of mills. In 1929 there was a sudden disappearance of that 
importation into the United States but the building of new mills in Canada 
went ahead, up till 1931. That is the reason that your newsprint securities are 
not profitable. That young fellow that drew that chart has given us the answer. 
(or chart, see Appendix AF.) 


By Mr. Howard: 


Q. There is no doubt, Mr. Gundy, that that statement is fairly true, but 
it does not change the fact that when they endorsed the Anticosti Island deal 
it was a bad deal even if we had not struck any depression. People who are in 
the business happen to know a lot about it too. May I ask this question. On 
the board of Canada Power & Paper directors, say in 1930, how many bankers 
were on the board?—A. You mean— 

Q. Members of your board who were bank directors?—A. Oh yes, when 
the company was organized? 

Q. Yes?—A. This is the first report. When the company was organized 
the directors, who were also directors of banks, were Sir Herbert Holt, Sir 
Vincent Meredith, Sir Lomer Gouin, Mr. J. W. McConnell, and Mr. C. B. 
McNaught. 

Q. Five?—A. Four really, Mr. Connell replaced Sir Vincent who died. 

Q. How many other directors?—A. Twelve. 

Q. Could you tell me of the other twelve how many were pulp and pape: 

-men?—A. Chahoon, McKee, and Sabbaton, that is all. 

Q. Three?—A. Three, yes. Of course, Mr. Whitehead afterwards. I will 
tell you, perhaps this is more what you want: In December, 1930, there were 
Geo. Chahoon, Jr., H. Crabtree, Geo. M. McKee, The Viscount Rothermere, C. 
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Howard Smith, C. R. Whitehead, F. A. Sabbaton, and F. W. Clarke, eight paper 
men on the board. ‘ 
Q. Yes, but two of them of course, went out,—Mr. Crabtree when it 
changed over to Howard Smith— —A. Oh no, he is still on. 
Q. And Frank Clarke went out?—A. Yes, and Viscount Rothermere. 


By Mr. Power: 
Q. I do not think you can call Lord Rothermere a paper man?—A. No, 


By Mr. Howard: 
Q. Of the original directors three were bankers and three were paper men? 
The Cuarrman: What do you mean by bankers? 


By Mr. Howard: 

Q. Well, bank directors. Leaving out the Anticosti deal, when you took 
over the Port Alfred Pulp & Paper Co. with fifteen millions dollars of bonds, I 
suppose carrying 6 per cent?—A., 54 per cent. 

Q. And $6,000,000 of preferred stock, which was $21,000,000, and 60,000 
shares of common stock which went from 25 to 140, take it for arguments sake, 
at per $100— —A. You could not do that. It is no par value stock. 

Q. And you gave in exchange for that 2? shares of Canada Paper for each 
share?—A. Yes. 

Q. Would you call that a good deal?—A. Why certainly I would call it a 
good deal. 

Q. Basing it on the value of Canada Paper stock, or on the physical assets 
of Port Alfred?—A. We based it on this, that it was unanimously approved by 
the people that owned all the shares in both companies. Now, when you get a 
company, with all the shareholders in both companies approving it, endorsing 
it and accepting it, I think that is a pretty good deal, because after all they are 
the judges as to what is going to happen to their own property. 

Q. How long after that was taken over before they defaulted on the 
interest ?—A. Let me see, it was about two years. 

Q. About two years?—A. Yes, sir. 

Q. When did the first default take place?—A. Oh, in 1931. 

Q. Yes. It was stated just a few minutes ago that the loans of the company 
were about $14,000,000 as December 31st, 1930?—A. Yes, sir. 

Q. Could it be put on the record the securities behind the loan?—A. Oh 
yes. It says here “secured under section 88 of the Bank Act and pledge of 
certain other assets”. 

Q. Was the loan ever called?—A. I do not think so. 

Q. Well then, at least you received preferred treatment?—A. Oh, not at all. 
We did not receive any preferred treatment. Don’t ask me to talk about that. 


By Mr. Geary: 


Q. Mr. Gundy, when Canada Power took over these five companies did 
they take them over on the basis simply of transfer of stock and securities?— 
A. Yes, sir. 

Q. They did not take over the physical assets?—A. No. 

Q. Each company continued to run by itself?—A. Yes, sir. 

Q. And Canada Power was incorporated first with common shares, 750,000 
of no par value?—A. Yes, sir. 

Q. And later on that was increased to 2,000,000 shares of no par value?— 
A. Yes, sir. 

Q. And Anglo-Canadian got 303,750?—A. Yes. 

Q. And Wayagamack 200 000?—A, Yes. 

Q. And Port Alfred 330,000?—A. Ves: 
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Q. And Laurentide 288,000, and St. Maurice 400,000?—A. Yes. 

Q. Making a total of 1,521,750 shares?—A. Yes, sit. 

Q. Then the remaining shares were left in the treasury?—A. Yes. 

Q. They were never sold to the public?—A. No, si. 

Q. Laurentide shareholders got one share of Canada Power and one 
debenture?—A. Yes. 

Q. And what did St. Maurice get?—A. They got 24 shares of common and 
no debenture. 

Q. And Port Alfred?—A. They got 21 of Canada Power and no debenture. 

Q. And Wayagamack?—A. Wayagamack got $50 of debenture and 14 
shares of common. 


Q. And Anglo-Canadian? 
The CHatrman: Anglo-Canadian came in at 21. 


By Mr. Geary: 


Q. No debenture?—A. No, sir. 

Q. Then when you took this over and fixed that rate of exchange, did you 
take it over on the statement showing, for instance, book value of assets?— 
A. We just took the shares. We did not interfere with the inside of the company 
at the time. 

Q. I know, but when you were getting at the compensation you were 
to pay for a share, in one case it ran up to 23, how did you fix that?—A. That 
was a matter of long negotiation and compromise. 

Q. Was it based at all on an appraisal or an inventory valuation of the 
assets of every company?—A. It was based on expert advice, yes. 

Q. What I mean is, you did not take a statement of their book value?—A. 
No. We took everything into account that we could find out, every factor that 
we could find, for instance the nature of the timber reserves, the position of 
their merchandising, their contracts for the sale of paper, everything. For 
instance, in connection with the Anglo deal, one of the determining factors was 
the fact that Lord Rothermere was a big consumer. 

Q. Did you take into account as a primary condition the return to the 
shareholders, the earning power?—A. We always considered that, yes. 

Q. But that was not the only basis?—A. Oh no. 

Q. But you did consider that?—A. Yes. 

Q. I am quite safe in saying the thing was not consummated on an inven- 
tory valuation?—A. Oh no. 

Q. You did not do that?—A No. We considered the physical assets, the 
inventories, and all the factors that we could ascertain. 

Q. Then Laurentide got one share and a $100 debenture. Then do you 
know what happened when Canada Power turned into Consolidated, or were 
you out of touch then?—A. Yes. I was not on their committee. 

Q. Could you tell me in connection with the five companies that you have 
just told me of now, the differentiation there was in the issue of Consolidated 
for Canada Power? For instance, Laurentide had a very much lower distribu- 
tion in Consolidated than some of the other companies.—A. Well, I have no 
figures before me. 

The CuHairRMAN: Do you want to go into the reorganization of Canada 
Power. 

Mr. Geary: No no. I just want to find out one thing that goes back 
to the beginning of these companies. Mr. Gundy has said that they exercise 
very close scrutiny of the affairs of the company in order to arrive at its 
value, and upon that value they fixed the compensation that was to be paid, 
and when Consolidated took over Canada Power they apparently found that 
the valuation, for instance, of Laurentide had been much too high. 
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The Witness: Well, I am not saying that to you because I do not know 
it to be a fact. It was the first time I ever heard it. 

: Q. Well I think I am safe in saying that is true—A. I have no konwledge 
of that. 

Q. Then if I am right, there is a conflict in regard to valuation between 
you who took over Laurentide and the Canada Power and Consolidated who 
took over Laurentide through Canada Power as to the value of the shares of 
Laurentide, a very marked difference in value—A. Well, of course, I am 
sorry I cannot help with that because I do not know the facts. 

Q. Well, would that indicate that if they had done that, that Consolidated’s 
idea of the valuation of Laurentide was widely different or different from your 
idea of the value of Laurentide?—A. Well, Mr. Geary, you speak of my 
idea of value of Laurentide. It was not my idea. It was the idea of the 
shareholders of these two companies, and they made up their mind as to 
whether it was a deal they liked or a deal they did not like, and they decided 
they liked it and they did it. 

Q. This is a matter of practical common sense.—A. No, for this reason, 
Mr. Geary, that in the case of Laurentide that company had been in existence 
a very long time; its shares were very widely scattered; there was no sub- 
stantial holding of these shares anywhere that I know of; therefore, there 
wasn’t any member who was in a position to coerce, or use any undue influence 
on these shares. They made the deal on its merits and followed their own 
judgment. They had the recommendation of their directors, and as you know 
these were very distinguished. 


By Mr. Irvine: 
Q. How many were present at the meeting of shareholders when they 
decided on this matter?—A. I do not know. I am not sure that I was there 
myself. (See explanatory note at p. 891.) 


By Mr. Geary: 

Q. You would have amongst your files the circular letter addressed by the 
officers of the company to the shareholders?—A. Yes, Mr. Hodgson has that 
here, Mr. Geary. 

Q. I would rather like to have the letters for all the companies that were 
brought in. 

The CuarrMan: I understand they are available; they will be put into the 
record. 

By Mr. Geary: 

Q. However, you can tell me nothing about Consolidated’s valuation of 
Laurentide?—A. I am just thinking of that while you are speaking. I believe 
that that was very thoroughly discussed by that committee, very thoroughly 
studied, given a lot of thought. I do not think it was done in any cursory way. 

Q. You mean Consolidated’s committee?—A. Yes, I think it was gone 
into very carefully. 

Q. My recollection is that the Consolidated found that the valuation given 
to Laurentide and Wayagamack was very much too high when they were trans- 
ferred to Canada Power.—A. I always thought they got too good a deal myself. 

Q. Very well then, you cannot tell me any more about Consolidated’s 
valuation?—A. No. 

Q. Then, Mr. Gundy, at the time of the statement that was filed, I think 
it was the fiscal year of 1931, the indebtedness of Canada Power to the banks 
was $14,500,000?—A. Yes, sir. 

Q. What was that indebtedness, how was it incurred?—A. It was incurred 
gradually by the building up of woodpiles and through losses in operation. 
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Q. I do not want to go into that particularly, but they were really indebted 
to the extent of $14,500,000?—A. Yes. 

Q. None of that was incurred in connection with the control of Canada 
Power and the absorption of Canada Power?—A. None whatever. 


By the Chawman: 


Q. Was any of it incurred by losses of the Canadian company ?—A. Oh yes. 
Q. Some of it would be losses?—A. Surely. 


By Mr. Geary: 


Q. Then you gave us a chart which, as you said, was very interesting of 
the Canadian capacity and the American demand, which continued on parallel 
lines up to the end of 1929, or the middle of 1929-—A. The chart shows that 
1929 was the biggest production Canada ever had. 

Q. And the chart shows that Canadian capacity increased on the same 
curve from 1929 to 1931?—A. Yes. 

Q. Were you interested at that time?—A. No, sir. 

Q. You do not know why or how that was financed?—A. Oh yes, I know. 

Q. How was it financed, by bank loans?—A. No, no. 

Q. I was just wondering, because as I say the Canadian capacity increased 
on the same curve from 1929 to 1931 while at the same time the American 
demand took a sharp downward drop?—A., That is right. The companies that 
I was interested in put in their last machine in 1926, and we are the only group 
that did not put in machines after that, so far as I know. 

Q. However, you do not know how they financed it?—A. Oh yes, I know 
how they financed it. 

Q. It was not your group to begin with, was it?—A. Oh, no. 

@. Who was doing the increasing?—A. I will give you the figures. 

Q. And how the money was found?—A. Yes. Well now, an interesting 
thing—I was looking this up yesterday—over 71 per cent of the new produc- 
tion between the Ist of January, 1927, and 1931, 70 per cent of that was under 
the sponsorship of the American or English groups, not Canadian at all. 


By the Chairman: 
@. Would you give the details? 


By Mr. Geary: 


Q. Was that Graustein?—A. He was only one of them. The International 
group was responsible for 21 per cent; the Abitibi group for 15 per cent; the 
Backus group for 14 per cent; the Spruce Falls group for 10 per cent; and the 
Anglo-Canadian 10 per cent; that is 715 per cent. Then the other people who 
put in machines were St. Lawrence Paper Mills, 105 per cent; Price Bros. 5 per 
cent; Mersey 5 per cent, and Bathurst 14 per cent. 

Q. Could you break down as between the two 2-years period?—A. It could 
be done, yes. 

Q. What I am curious about is the proceeding to increase the capacity 
when the crash came.—A. In fairness to these people I think it should be said 
that the creating of paper mills is a matter that has to be looked at away 
ahead; you have to acquire your limits; you have to make your waterpower 
arrangements; you have to figure out where you are going to sell the paper; 
there is a whole lot of preliminary work, so that the fact that these machines 
went in in 1931 or 1930, or when they did go in, was the result of plans that 
had been made years ahead. Some of these fellows were not able to stop, 
although I think some of them I could have stopped quickly myself. Although 
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I think in justice it should be said that these plans mature slowly and take 
time to develop, and they did not stop because they- did not know just what 
was going to happen. 

Q. The financing you have not told me about.—A. The International 
financing, the Abitibi financing, the M & O financing was all under the sponsor- 
ship of American financial groups, although Canadian houses in Quebec sold 
some bonds in a retail way. Spruce Falls was also American. That is the 
company that is half owned by the New York Times. Anglo-Canadian was 
financed in England. 

Q. By the issue of securities?—A. Yes. 


By Mr. Power: 


Q. Where was International Paper financed?—A. It was financed as you 
know, under the sponsorship of a big New York Bank, and there were securities 
sold to bond houses, wherever they could sell them, whenever they could sell 
them. 


The CuHatirman: Any other questions? 


Mr. Coote: Mr. Chairman, I hesitate to take part in the investigation 
of a subject so involved as this, and I would like again to suggest, with your 
permission, the employment of counsel for this committee. 

The CuHatmrMAN: Well, we will proceed; we are doing very well J think. 


By Mr. Coote: 


Q. We are proceeding in a very hit or miss way, Mr. Gundy, and I hope, 
so far as I am concerned, you will pardon me if my questions seem to jump 
from one point to another. The one thing that struck me this morning was 
the question of the capitalization of the paper industry, and perhaps I might 
start by calling your attention to the statement in a press report that is 
attributed to Mr. Taschereau, the Premier of Quebec, and I only read this 
because it gives me a chance to get immediately to this question of capitaliza- 
tion: 

Recently, in one of his public speeches, Mr. Taschereau made the 
startling, indeed the astounding statement, that the power, paper and 
pulp companies of eastern Canada with an original capital of $30,000,000 
had, within a few years, enlarged and financed themselves into a capital 
of $714,000,000. The mere statement takes one’s breath away. 

Mr. Taschereau added that in his judgment the value of that 
$714,000,000 was to-day not more than $25,000,000. 


I wondered if you, Mr. Gundy, because of your connection, or the part that 
you have shared, or taken, in selling investment securities to the public, could 
give us some idea of the capital that was invested in this industry, say fifteen 
years ago, and what it is to-day, and what the properties are really worth? 
How does the capital structure of the companies engaged in this industry 
compare with the actual value of their assets?—A. That is something I have 
been thinking about a lot. If you asked the average man who is familiar with 
the paper industry to-day he would say: Look at the tremendous capital, isn’t 
it terrible; the reason for that is they are not getting any return on it. But 
supposing you had the problem of replacing the miles of timber limits that . 
comprise the Canadian newsprint industry, you not only could not replace them 
for the value that is represented by the market price of their securities to-day, 
but you could not replace it for ten times that. I doubt if you could replace 
it at all. I do not know whether you could get together a group of timber 
areas, water powers, and efficient mill equipment that would duplicate the 
Canadian newsprint industry on the face of the earth 


[Mr. J. H. Gundy] 


798 SELECT STANDING COMMITTEE 


Q. Have you any figures showing the total amount of capital that is 
involved now?—A. Oh, it is very easy to get. That yellow book that you had 
there has it. 

Q. I thought perhaps you could give it to us. 

The CuHatrMaAn: By capital you mean the funded debt and everything. 

Mr. Coorr: I mean all the liabilities of these companies, capital liabilities. 


The Witness: It would not be very difficult to get that. 


By Mr. Coote: 
Q. Well, is it anything in the neighbourhood of $700,000,000?—A. I would 


say so. 

Q. You would think it is more than that?—A. I would guess so. 

Q. You have really no figures?—A. I have no figures here but it is easy 
to get them. 

Q. Mr. Power questioned you at some length with regard to the Laurentide 
Company. I think you told us that the Laurentide capital was $200,000; that 
was in 1911 I think. 

Mr. Power: No, 1889. 

Mr. Coore: Well I wondered whether it would be possible, Mr. Chairman 
—and I think this will get us information on the point we are discussing now 
as to how that capital was built up. 

The CuHarrmMan: Mr. Chahoon is here, you can ask him. 

Mr. Coorg: Would he give us that information? 

The CuHarrMan: I think so, yes. 

Mr. Cooter: Well, we will leave that then till we come to Mr. Chahoon. 


By Mr. Coote: 

Q. Mr. Gundy, the official name of your company through which you carry 
on most of your operations, I think, is Wood, Gundy & Co., is that correct? 
—A. Wood, Gundy & Co. 

Q. Is that an incorporated company?—A. Yes, sir. 

Q. Is any member of that company a bank director?—A. No, sir. 

Q. Mr. Wood, who is I suppose a member of your company, is not a bank 
director?—A. No, sir. 


The CHAIRMAN: You must not confuse him with Mr. E. R. Wood. 


By Mr, Coote: 
Q. Your business I suppose is really investment banking?—A. Are we still 
allowed to use that name? 
Q. I will put it this way then: Do you use that term?—A. No, we do not 
use it. 
Q. What do you describe yourselves as?—A. We describe ourselves as bond 


dealers. 

Q. Bond dealers?—A. Yes. 

Q. You have sold a great many bonds to the public?—A. Yes. 

Q. A large part of them, I suppose, would be power and paper?—A. No, 
no, a very small percentage. 

Q. When you sell these bonds to the public I suppose that you naturally 
place some value upon them yourselves before you offer them to the public?— 
A. Oh, yes, certainly. 

Q. You consider that as part of your duty?—A. We put a value on them 
because we have to buy them. If we pay for them we have to know what they 
are worth. 
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Q. And the public when they buy: them from you consider that you have 
given the matter very careful thought?—A. Some people tell us that we do 
not know what we are talking about and don’t buy the stock, but other people 
think that their judgment coincides with ours and they buy them. 

Q. You would not be able to sell them to the public unless the public 
thought that you were able to exercise very good judgment?—A. Oh, sure. The 
great majority of the people that buy bonds from us buy on their judgment 
not on ours. 

Q. Then I was going to ask you if you would give us a better definition 
for this term “public” who buy the bonds, Mr. Gundy.—A. Oh, thousands of 
people all over the world. 

Q. Who buys the bulk of them, thousands of individuals or corporations? 
—A. Well, sometimes the most of our business is with corporations, and some- 
times the most of our business is with individuals, depending on conditions. 


By the Chairman: 
Q. The big buyers are insurance companies?—A. Yes, and banks. 


By Mr. Coote: 


Q. I see the name Holt, Gundy, Chahoon & Whitehead. Is that the same 
firm we have heard about this morning as Holt, Gundy & Co.?—A. I never 
heard of that firm. 

Q. I came across it in some correspondence some days ago.—A. No such 
firm. 

Q. It probably refers though to Holt, Gundy & Co. Perhaps, however, 
you would not know about that. I want to get something about the story of 
Anticosti, Mr. Chairman. I do not know whether I should ask Mr. Gundy 
anything about that, or Mr. Whitehead. 

The CHAIRMAN: You can get it from the others. 

Mr. Coors: There are some of these questions to which I would much prefer 
Mr. Gundy would give us the answers, because he is looked upon as a sort 
of national figure and people think that Mr. Gundy knows the actual conditions 
in regard to the companies with whose securities his name is connected. How- 
ever, I will leave those questions until Mr. Whitehead comes on. I was wonder- 
ing if Mr. Gundy had the actual figures of newsprint production, how it has 
been increasing. 


The CHatRMAN: Well, that chart shows it. 


Mr. Coote: And the exports, what has been the actual dropping off. I 
would like to have the figures on the record as to tonnage. 


The Witness: I will give it to you right here. In the year 1929 Canada 
exported 2,263,000 tons. That is the largest in any year, and they got for that 
$142,000,000. In 1933, they exported 1,662,000 tons for which they received 
$74,000,000, or a difference of $68,000,000. The exports to the United States 
are just $68,000,000 less in 1933 than in 1929. 


By Mr, Coote: 


Q. I have some figures here which show that the world consumption of 
newsprint increased by 3 per cent in 1927; the consumption of newsprint 
increased 3 per cent over the previous year; in 1928 consumption increased 
6 per cent, that is, over the previous year; in 1929 it increased 8-5 per cent 
over the previous year; in 1930 it decreased 4 per cent over the previous year; 
and in 1931 the decrease was 5-7 per cent over the previous year. I suppose 
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that these figures would agree with your information at least——A. They might. 
T have the exact figures, 

Q. Then I want to go back for a moment to this capitalization of the 
pulp and paper industry. 


By Mr. Morand: 


(. Could you give us an idea why there was such a tremendous decrease? 
—A. The shrinkage in advertising, circulation, the size of papers, the size and 
the type of newspaper—a smaller paper—because times are bad. 


By Mr. Stanley: 


Q. And difference in price?—A. Yes, difference in price, which is very 
important. 


By Mr. Coote: 

@. Iam told that newsprint securities during the 1923 to 1925 period, Mr. 
Gundy, were based on an approximate price of $70 to $75 per ton, and with an 
efficient plant complete with wood supply and sufficient working capital, operat- 
ing at efficient capacity was worth about $40,000 per ton daily capacity; have 
you any idea whether that is correct or have you given that any consideration? 
——A. Whether that is a correct value? 

Q. Yes, at that time it worked out at $40,000 per ton at full capacity. — 
A. That was considered a standard value at the time, but is regarded too high 
to-day. 

Q. Then it is said later on new securities were issued and subscribed to on 
the basis of double that value.—A. I do not recall that, I do not think so. 

Q. I was wondering whether we could find out whether that is true or not, 
and whether we could get some reason as to why the public would subscribe 
at those values——A. The reason the public subscribed was because they saw 
that these companies were making lots of money and they wanted to get part of it. 

Q. And was the capital of the companies then run up in such a way as to 
take advantage of increased value?—A. No. 

Q. Do you think if we could get a thorough analysis of the capital structure 
of these companies we would not find there had been considerable of what is 
sometimes termed watered stock?—A. They were not watered. 


By the Chairman: 


Q. Just in that connection, Mr. Gundy, was there not a scramble on the 
part of certain people to get a hold of certain properties which gradually depre- 
ciated in value; I am referring to the Bathurst Company?—A. That is a classic 
example. They no sooner had it than they wanted to get rid of it. 


By Mr. Coote: 


Q. I would hke to find out if I can from Mr. Gundy about a mill at Port 
Alfred. You said there was a mill built, J think, in 1926, and certain securities 
were sold. Have you figures showing the actual cost of the production of that 
mill?—A. The company would have those figures. 

Q. You have not got them yourself?—A. No. 

Q. Well, were you interested in selling those securities?—A. Yes. 

Q. Were you a director at that time?—A. Yes. 

Q. Did you take any steps to see that all of the capital, that is, the new 
capital subscribed was actually used in the construction of the mill?—A. I am 
perfectly satisfied that it was; I am perfectly sure that it was. 
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Q. Could you tell us what percentage of the capital actually subscribed 
went into the treasury of the company?—A. Every dollar. 


The CHairMAN: Less the spread. 


By Mr. Coote: 

Q. Did not the investment bankers get anything?—A. The investment 
bankers bought the shares and took the responsibility of selling them. 

Q. I am just trying to get at what it costs these companies to market these 
securities. 

The CuarrMan: What does it cost a company to make a floatation of 
securities? It depends on two or three factors, if they are first mortgage bonds, 
or second mortgage bonds, or preferred shares. 


By Mr. Coote: 

Q. I would like to get the percentage of money that the public actually 
paid that went into the treasury—aA. On newsprint securities I would say a 
rough figure would be around 5 points of spread. 

Q. Not more than 5 points?—A. Well, there might be cases where it might 
be more. For instance, I told about selling the common shares at 25, nobody 
made anything on that. 


By the Chairman: 

Q. Mr. Gundy, in the case of first mortgage bonds the spread would be 
about 5 per cent?—A. Yes. 

Q. And in the case of preferred shares it would be larger?—A. It might 
be larger. 

Q. 7 or 8?—A. Possibly, and sometimes less. For instance, I remember 
some preferred shares when we only had two points. The competition was keen. 
It is governed by the competition. 

The CHarrmMAN: You want to know, Mr. Coote, how much money is scat- 
tered between the public and the company. 

Mr. Coors: I think I made my question as clear as it can be. What per- 
centage of the money the public subscribed for those various securities actually 
went into the treasury of the company and was available for the erection of the 
mill?—A. I would say a rough figure would be about 95 per cent. 

Q. 95 per cent?—A. Yes. 

Q. That is based on your experience as an investment banker and a pur- 
chaser of those securities?—A. Yes, sir. 


By Mr. Geary: 


Q. That difference of 5 per cent being represented by costs of sale, Mr. 
Gundy?—A. Yes. 


By Mr. Coote: 

Q. Mr. Gundy, I think you said that there were no profits so far as you 
were concerned; perhaps nobody else is concerned in the formation of the 
Canada Power & Paper Co. Could you tell us something of the profits, if any, 
there were in some of the previous amalgamations, Port. Alfred or Laurentide? 
—A. Oh, Port Alfred was simply a matter of financing as they built their mill, 
selling securities as they needed it, the same as those for Laurentide. 

Q. Were not there several companies merged in Laurentide?—A. No. 


The CuHarrmMAN: We will adjourn till 4 o’clock. 


The committee adjourned at 1 p.m. to resume at 4 p.m. 
82684—51_ [Mr. J. H. Gundy] 


802 SELECT STANDING COMMITTEE 


The committee reconvened at four o’clock. 


Mr. J. H. Gunpy resumed the stand. 
The Cuarrman: Now gentlemen, can we finish with Mr. Gundy? We 
have some more witnesses to come. 


By Mr. Coote: 

Q. Mr. Chairman, I have a very few questions that I should like to ask 
Mr. Gundy. I should like to ask him whether he knows what was paid for 
Anticosti?—A. $6,000,000. 

Q. Was that paid to Senator Meunier?—A. Yes. 

Q. Was there a valuation made of Anticosti Island before— —A. Several 
of them. 

Q. I suppose the directors were aware of that?—A. Yes. 

@. By whom was the island purchased?—A. By the Port Alfred company, 
the St. Maurice company, and the Wayagamack company, one-third each. 

Q. Was there a corporation set up?—A. Yes. 

Q. Known as the Anticosti Corporation?—A. Yes. 

Q. Was the purchase made by that corporation?—A. I suppose that was 
technically the way it was done, yes. 

Q. Each of those companies— —A. Had one-third of the responsibility. 

Q. At what valuation was the island taken in by those companies?—A. 
Taken in at the cost, I suppose. 

Q. Do you know whether it was or not?—A. Mr. Hodgson, I think that 
is right, is it not? 

Mr. Hopeson: Yes. 

The Wirness: I take it for granted, because that is the way things are 
always done. 

Mr. Howarp: I might be able to clear the record a little on this. 


By Mr. Howard: 

Q. As a matter of fact, the companies did not pay any money. You sold 
the bonds to the public, and each one of the companies you mentioned sCLEdEs 
teed one-third of the interest on the bonds?—A. Indirectly. 

Q. Through contracts for the purchase of pulpwood?—A. If they did not 
take the pulpwood they had to pay anyway, so it amounted to what you 
say. 

The CHAIRMAN: Only interest, not the principal. 

The Wirness: Not the principal. 


By Mr. Coote: 
Q. Did you say “not the principal”?—A. There was no guarantee, 
just a pulwood contract and therefore— 
Q. Was there no preferred stock issued in connection with those bonds? 
—A. $3,000,000. 
The CHarRMAN: Was that sold? 
The Wirness: Yes, $3,000,000 worth. 


By Mr. Coote: 

Q. How was that stock sold; was it sold to the public at par?—A. I would 
say at a slight discount. Can you give me that, Arthur? We have the informa- 
tion there. 

Q. While we are getting that information, I should like to ask you this: 
Did your company issue a circular in which they value the island of Anticosti 
at $15,000,000?—A. I will just look at the circular and see. 
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Mr. ArtHur Coppan: The bonds were offered at par and the preferred 
shares at 974. 


The Witness: What did that circular value the island at, Arthur. 
Mr. Coppan: The circular gave no valuation. 

The CuarrMan: Did it not give the cordage? 

Mr. Coppan: Yes. 

The CHarrman: What was that? 

Mr. Power: 15,000,000 cords. 

The CHatrman: Freehold. 

The Witness: Freehold. 


By Mr. Coote: 


Q. I will admit I do not understand this transaction as well as I should like 
to. I understand $6,000,000 was paid for the island, and yet the corporation 
issued 6,000,000 in bonds and 3,000,000 of preferred stock. 

Q. Does that mean that the island was valued then at $9,000,000?—A. Not 
at all; you see, the proceeds of the preferred stock were used to provide the 
company with money to carry on operations and develop the woods operation on 
the island. 


The CHAtRMAN: Working capital. 
The Witness: Working capital. 


By Mr. Coote: 


Q. In other words, all the working capital, as well as what was paid to 
Senator Meunier was secured from the public?—A. Yes, I think that is correct. 

Q. Then A. We may, at certain times, have borrowed a little money from 
the banks, but of course that was all furnished on the credit of those three 
strong paper companies. 

Q. Did the paper companies guarantee the bonds and the preferred stock? 
—A. It amounted to that because they agreed to furnish the money to pay the 
interest and dividends through the purchase of pulpwood, and the contract pro- 
vided if they did not take the pulpwood in any one year, they would take it 
some other year, but they had to pay the money regular, anyway, so it amounted 
to a guarantee. 

Q. Did those shares of preferred stock carry any voting power control of 
a elaine I would suppose not—I cannot tell you—except in the case of 

efault. 

Q. Then I suppose, what you have said will explain the agreement, and I 
should like you to correct me if I am wrong, under which these three companies, 
the St. Maurice Valley Corporation, the Wayagamack and the Port Alfred 
company were to purchase from the Anticosti corporation a minimum of 390,000 
cords of pulpwood during each of the three years commencing November 30, 
1926, and 420,000 cords during each year commencing November 30, 1929. How 
long would the last years be?—A. I think for a long period, long period. 

Q. Were they operating?—A. My recollection would be the minimum was 
probably a twenty year contract. Is that correct, Wilfred (Hodgson). 


Mr. Hopeson: Fifteen years. 
The Witness: A long contract. 


By Mr. Coote: 
_ Q. It meant they were bound to purchase this wood whether they could use 
it or not?—_A. Yes; it was all in the family. They owned the island, through 
a subsidiary company. Now, it was not a strictly subsidiary company, because 
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it was divided among three independent companies; otherwise it would have 
been an ordinary subsidiary company. The only difference between that 
and an ordinary subsidiary company is that there was an eau ol was owned 
by three people instead of one. 


By the Chairman: 


Q. Were the contracts for pulpwood contracts sufficient to pay interest 
on the bonds acquired and the preferred stock and provide for the retirement 
of the bonds?—A. I believe so; yes, that is correct. 


By Mr. Coote: 

Q. Perhaps we might get that from some of the other technical men?— 
AY Yes. We can) cet its i is) iene: 

Q. Now, I understand you to say these three corporations jointly owned 
Anticosti Limited?—A. Yes. 

Q. Was the money paid to Senator Meunier by the Anticosti Corporation? 
—A. I believe so. 

Q. Was any commission paid to anyone?—A. Not so far as I know. 
Wayagamack got a commission, didn’t they, for bringing in the deal $500,000. 
Wayagamack got $500,000 for bringing the deal to the three of them. 

Mr. C. R. Wuirrueap: There is just one thing I should like to say there. 
We actually paid $7,000,000 for Anticosti. We actually paid $7,000,000 for the 
island, and Wayagamack received half a million, which went to the coffers of 
the company. Beyond that there was not a cent paid for anything. 

The Witness: That is right, I forgot about Mr. George Martin-Zede. 


Mr. Coors: It would be too bad to forget about $1,000,000, Mr. Chairman. 


By Mr. Coote: 


Q. May we have some information on what this gentleman has just said?— 
A. Yes there was a man who looked after the island for Senator Meunier in 
Canada, a man with whom Mr. Whitehead dealt. 


The CHAIRMAN: The caretaker. 


The Witness: It was a long-standing arrangement between Meunier and 
Martin-Zede that when the island was sold, Martin-Zede was to be taken care 
of. When Mr. Whitehead went to Meunier, he sent him to Martin-Zede and 
said, “Carry on your negotiations with Martin-Zede,” I remember Meunier 
going over the deal finally. He got his money. The transaction was really done 
with | Martin-Zede, who was Meunier’s factotum. He was looking after the 
island, looking after all Meunier’s affairs. 


By Mr. Coote: 


Q. You were a director of one of those companies at the time?—A. Two 


of them. i : 
Q. You assured yourself, as a director, that this island was worth that 


amount?—A. Yes. 
Q. You were satisfied as to that?—A. Yes. 


The CuHarrMan: In the good old days the salmon fishing alone would be 
worth pretty nearly that much. 

The Witness: Good fishing, too. 

Mr, Coors: It sounds like pretty expensive salmon fishing to me. I do not 
know how many salmon are there. 

The CHarrMAN: They are high priced. 
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By Mr. Coote: 


Q. In addition to the agreement which we have been talking about regard- 
ing the contracts to purchase 390,0000 cords of pulpwood each year, and later 
on increased to 420,000, is there some further agreement whereby they were to 
pay the Anticosti Corporation in each year a sum equal to the full amount of 
the Corporation’s operating expenses including depreciation?—A. I think so, I 
think that was part of the same agreement. 

Q. As long as any of the bonds of Anticosti Corporation were outstanding, 
a minimum stumpage fee of $2.40 for each cord of pulpwood purchased. I 
suppose that really refers to the amalgamation purchase?—A. Yes. 

Q. 420,000 cords a year?—A. Yes. 


The CHAIRMAN: $2.40? 


By Mr. Coote: 


Q. Perhaps Mr. Gundy or some of the other officers can clear that up. I 
will state the question again. It is hearsay information so far as I am con- 
cerned, and I should like to find out whether it is correct or not. 


The CHArRMAN: Have you the prospectus? 


By Mr. Coote: 


Q. As long as any of the bonds of Anticosti Corporation were outstanding, 
a minimum stumpage fee of $2.40 for each cord of pulpwood purchased, 
whether or not the minimum number of cords agreed to be taken out was cut or 
delivered. You think that would be correct?—A. That is correct. 

Q. Did you see the valuation in regard to the Anticosti Island?—A. Yes; 
not only that but with some of the other directors, I personally went to Anti- 
costi with these experts and discussed with them on the ground, had them 
show us the river. We went over the island, and we went into the woods with 
them and had these experts, who had been spending months going all over the 
island, explain to us where the wood was, and what the conditions were under 
which that wood would be gotten out. It was very thoroughly studied. 

Q. Salmon fishing, I suppose was not overlooked?—-A. We did not do any 
salmon fishing; we were too busy. I should like to go there salmon fishing, 
some time, There are lots of them there. 

Q. Can you tell us, Mr. Gundy, how much pulpwood each of the com- 
panies was able to purchase in each year since that time?—A. We had to pur- 
chase that. As I said this morning, their yards have been filled with pulpwood 
for the last three years. They did not need any pulpwood, anyway, for two 
or three years. Naturally, when the price of paper is as low as it is, and the 
conditions so difficult, so hard to borrow money, the pressure is on those com- 
panies to take the wood right next to their mill. It is not good policy, as a 
general rule, but they are using the nearby wood these days because they simply 
cannot afford to bring the wood from a distance, and the result is some of these 
days the paper is going to cost them more. 

Q. I have been told this wood is so far away from the plants of some of 
these companies, that they have put a different value on it. What do you 
say to that?—A. Foolish. It is a very very valuable piece of freehold. At 
the time, one of the most valuable in the world. 

Q. Is there any water power in the island?—A. No, nothing that salmon 
cannot leap. 

Q. Would these valuators’ reports be in existence?—A. Yes. 

Q. And available?—A. Yes; you can see them, Mr. Coote. 

Q. Referring to what you said this morning about the difficult period the 
pulp and paper companies are faced with—perhaps before I come to that, 
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there is one question I should ask you here. Of the three companies concerned, 
they gave their guarantee on bonds and preferred shares that were issued by 
the Anticosti Corporation?—A. Up to the time of the reorganization. 

Q. After the reorganization took place, can you tell us what happened to 
the bondholder and the preferred stockholder in the case of Anticosti?—A. The 
bond holder received bonds of Consolidated Paper and the preferred stockholder 
received common stock of the Consolidated Paper, and the common stock- 
holder of the Canada Paper was out of luck; he got very little. 

Q. What would that stock be worth now?—A. $3 a share, I think. 

Q. It was sold at $97?—A. Yes." 

The CHatrMaNn: I suppose the contracts were wiped out? 

Mr. Coorn: Would the contracts be wiped out? 


The CuarrMan: It would depend on the plan of reorganization. 


By Mr. Coote: 

Q. That was effected through voluntary reorganization?—A. Yes. 

Q. And the bondholders, did they form a protective association?—A. 
There was a bondholder committee formed, yes. 

Q. Coming back to the question or a statement you made to the com- 
mittee this morning, regarding the difficulties of the companies now because 
of overproduction and the companies going ahead and building new plants, 
while you were perhaps refusing, at least, to build any new ones, do you think 
it is time we had some national supervision of this very important industry?— 
A. Of course, as you know, Mr. Coote, most of the timber areas in the provinces 
of Quebec and Ontario and other provinces, are owned -by the provincial gov- 
ernments, by the provinces, and they have very very definite control over the 
industry. 

Q. Of course, we are thinking also of the funds of the investing public which 
you mentioned this morning. The investing public, you told us, included a large 
number of individuals. 

The CHaiRMAN: He is speaking of the raw materials, without which the 
industry could not function at all. 

Mr. Coorr: We were also told it could not function without capital. 


By Mr. Coote: 
Q. I was going to ask Mr. Gundy whether from the standpoint of safe- 
guarding of funds of widows and orphans, we perhaps should not exercise some 
supervision over the investment of money in this industry?—A. Which widows 


and orphans; is it the widows and orphans who have their money in paper . 


industries or in western Canada or where? 

Q. The pulp and paper industry.—A. I do not think the widows and orphans 
suffered any more in the paper industry than in any other industry affected by 
the depression. 

Q. I do not suppose they have, either. I suppose they have suffered very 
much in all others—A. It is a matter of opinion, entirely. I am afraid I am 
not an expert. 

Q. Just one or two other questions, and I am through. In regard to a 
pulp and paper plant, how long is it before a plant becomes out of date or 
obsolete?—-A. Well, that is a very interesting question, Mr. Coote. The 
Laurentide, as you heard Mr. Power say to-day, was begun in 1889. Now, 
that is nearly 50 years ago, 45 years ago. At this date the plant of the 
Laurentide Company is one of the most efficient in the world; it is a very fine 
plant to-day. 


The CHatrMan: Of course, they had removed the old machinery? 
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The Wirness: Laurentide was kept up, maintained up to date. They have 
been progressive in the way of handling it, and they have a variety of sizes 
of machines, which makes it a flexible plant, as compared with those great big 
machines which make only one size, or cannot be changed over without a loss. 
Those paper mills are permanent properties. 


By Mr. Coote: 


Q. The statement is frequently made that a lot of the mills that were 
taken over, some of the mills of the Canada Power and Paper, were really 
obsolete at the time the amalgamation was effected, that they had not a fair 
chance to compete with some of the latest mills?—A. I do not think anyone 
who is familiar with the industry would make that statement. 

Q. You are familiar with financing of the industry in a general way for 
quite a number of years. Would you say to the committee that the proper 
amount of the earnings of those companies has been taken either to keep the 
mills up to date, or provide for sufficient depreciation?—A. Certainly up to 
the time they had any earnings to do it with. The last two or three years, 
I cannot say. I am not familiar with the figures in the last two or three years; 
but I expect in times like these they might pinch the depreciation a bit. I am 
told that these mills have been very carefully maintained and are in splendid 
operating condition. : 

The Cuarrman: As I understand it, Mr. Coote, the income tax division 


of the National Revenue department do not allow them to write off any more 
than they think proper; but they are liberal with their write-off. 


By Mr. Coote: 

Q. I have been told that the price at which your re-capitalization of these 
companies was made would indicate that the capitalization really represented 
the total earning power of those industries. It seems to me, if that were so, 
they were not being financed correctly. 

The Cuatrman: Are you referring to Canada Power and Paper? 

Mr. Cooter: Take Laurentide. I should like to know what the final capital 
structure was when it went into Canada Power and Paper. It started out with 
$200,000. 

The CHatRMAN: It is right here. 

Mr. Irvine: Could that be put in the record? 

Mr. Coote: It may be printed in the record, but we have not it available 
at the moment. 

The Witness: 288,000 shares of common stock, and there were bonds on 
the Laurentide Company which were mentioned this morning—it was a very 
simple capital structure. 


Mr, Coote: It sounded to me as though it were quite a big capital structure. 
The CHatRMAN: Total assets of $34,777,000. 


By Mr. Coote: 


Q. The question I should like to get for the benefit of the committee and 
the benefit of the people is this: Were the amounts of securities issued by 
these companies based upon their actual earning power. Was sufficient of their 
earnings taken and set aside either to keep the plant completely modern or 
provide for depreciation and retirement of the bonds issued against it?—A. 
Yes. 

The Cuatrman: Mr. Coote, they didn’t have any bonds at all. 

Mr. Coors: Regardless of this particular company, because I cannot single 
out one from the other. 
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By Mr. Coote: 
Q. I go back to the statement which I read, attributed to Mr. Taschereau, 
that the capital had grown to some $730,000,000 odd, and it is very difficult, 
very hard, for the public to see how that capitalization can be justified by the 
amount of plant that exists to-day, and a lot of other plants going back. At 
least, some of those plants started in 1889, the bonded debt or capital invested 
at that time should have been retired out of earnings before that. I was just 
trying to get some statement from Mr. Gundy on that——A. I will make this 
statement, which might be of some help to you. One of the companies, that is 
the newest one of the mills—it is the newest, Mr. Power, I think,—one of the 
most efficient I think in Canada, one of the best equipped, is the Anglo mill at 
Limoilu in Quebec. Now, that is owned by Lord Rothermere, who is a pretty 
able financier, and a pretty sound fellow, pretty shrewd. That company was 
built fur himself. He was not selling any securities to the public; it was his 
own show. He sold bonds to the public, and every dollar of the bonds went 
into the plant. He sold preferred shares to the public, and every dollar went 
into the plant. He kept the common shares for himself and a few of his friends. 
Now, that is the highest capitalized mill in Canada. 


Mr. Power: $22,000,000? 
The Witness: Yes. 


By Mr. Coote: 

Q. How many plants has he?—A. One mill. 

Q. Would you suggest— —A. Four machines. 

Q. Would you suggest to the committee that it takes anything like $22,000,000 
to build one plant?—A. I am sure of it. I would not advise you to try to build 
with any less, because you would be short. 

Q. How many machines?—A. Four. 

Q. Do we need to provide sufficient paper in Canada to-day, newsprint— 

The CHatrMAN: You do not build for the Canadian market? 

Mr. Coote: I mean the available market, Mr. Chairman. 

The CuarrMan: The export market is the market. 

Mr. Coorr: That is what I mean. JI mean the whole possible market. 

The Wrrness: If you do not go on with this destructive building of new 
mills, give the thing a little rest, I think you will all be surprised how soon all 
these mills will be running full again. What do you think, Mr. Power? 

Mr. Power: I do not. I have had my licking, and I am staying out. 


By Mr. Coote: 

Q. Had you hopes that you could take care of all the bondholders and 
preferred stockholders?—A. So far as the common stockholders are concerned, 
we feel that what we have got left is so little is not worth bothering about, but 1 
think the other fellows, the bondholders and preferred stockholders, they have 
a real chance; the bonds first, and the preferred later. 

Q. Does not the common stock of this corporation represent—that is, the 
common stock now, represent and in many cases, bonds and preferred stocks 
before?—A. Yes, it does; mostly preferred. 

The Cuatrman: The bonds were changed? 

The Wirness: No, they got a bonus. 

The CuatrMan: Are there any other questions to ask Mr. Gundy? 


By the Chairman: 

Q. Just to sum up for a moment, there was no new public money put in the 
Canada Power and Paper Company at the time of the amalgamation? Is that 
what I understood you to say?—A. Yes. 

[Mr. J. H. Gundy] 
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Q. And there was no issuing of the stock or securities of Canada Power at 
the time of the amalgamation?—A. That is correct. We put no new machines 


in. 
Q. You did not expand the business?—A. No. 


Mr. Power: There may have been an overvaluation of the physical assets. 
The Witness: No increase in value of physical. assets. 


By the Chairman: 

Q. There may have been. Somebody asked that a list of the shareholders 
of the constituent companies be put in. It is not now available, and will be put 
in the record if not too voluminous. Could I have the letter in connection with 
the St. Maurice Valley ’?—A. They are all available. 


By Hon. Mr. Morand: 
Q. Was there ever an appraisal made of any of these concerns before the 
amalgamation, or the exchange of stock was made?—A. Oh, yes. 
Q. Were they made up on a basis of appraisal or upon a basis of earnings? 
—A. May I speak to Mr. Geary? I said in connection with Canada Power and 
Paper Company amalgamation there was not an appraisal made. 


By Mr. Geary: 
Q. No appraisal made then, in connection with any of the— —A. Then, the 
question was, was there ever an appraisal made, and I said yes, to that. 


By Hon. Mr. Morand: 

Q. There was an appraisal made of some of them?—A. No doubt. 

Q. How long ago, just there, how long ago?—A. I mean, it is a common 
practice, and I have no doubt it took place in a number- of cases. 

Q. Was it based upon the payment of stock of one concern, or was it based 
upon the earnings— —A. Neither. It was based on other factors, that can be 
taken into consideration of each of the companies concerned. For instance, this 
kind of thing would happen. The directors of this company would sit down and 
they would say what their good points were, and the other fellows would say 
what their good points were, and they would sit there and trade with the other 
directors, and finally they would come to an agreement. 


By Mr. Arthurs: 

Q. There was a record of the list of shareholders of the subsidiary companies 
that were finally amalgamated?—A. Yes. 

Q. Are they available for the committee?—A. Yes. 

Q. I do not think we should have the individual stoekholders, but I think 
we should have those who had 500 shares and around there. 

The CHatrMAN: What is the point? 

Mr. Arruurs: Considerable interest might be taken in that. 

The Cuairman: I don’t, for the moment, see it, but there is no objection. 

The Witness: I have no objection at all. 


By the Chairman: 


Q. In the huge amount of capitalization that has been built up over a period 
of years in all this industry, was there not a relatively large sum paid for crown 
timber limits; that is, the right to cut wood? 


Mr. Arruurs: No. 


The CuHarrMAN: I should think there was. 
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Mr. ArtHurs: I am speaking of Ontario. 


The CuHatrMan: I should like to know, were there not limits purchased from 
time to time from the old holders, based on the cordage available? That is a very 
common practice in New Brunswick. I have paid as high as $2,000 a mile. 


Mr. ArrHurs: They were simply leased, as I understand it. 
The CuHairMAN: I am asking the witness. 


The Wirness: I think Mr. Hanson is correct. In a number of cases large 
sums were paid for timber, which was close to the mill, or available. New, 
that is the first angle I received of that, the day when I first became interested 
in the business. Mr. Biermans was head of the Belgo company, and he bought the 
control of the company from his associates in Belgium and we financed the 
transaction for him. He put a great deal of his own money in the company, 
over $3,000,000 I believe, and he said to me at that time: You are going to see 
all these mills around Chicoutimi, Laurentide and Three Rivers abandoned, and 
those towns empty in thirty years, because the wood will all be gone. Now, 
he was all wrong about that. But the thing that is in the back of the heads of 
those paper executives all the time, is the fear that they were running out of 
wood. Big fires would come along, and about two or three years ago we had a 
big fire which swept across Quebec, and cut the assets of those companies 
tremendously. There is, all the time, in the back of their minds, a nervousness 
about shortage of wood. I was talking to one of the heads of one of the companies 
last week, and it was obvious to me that he has in his mind that nervousness 
about a shortage of wood. Keep that in mind when you are thinking about 
Anticosti. There is a great reserve of wood on an island with a damp climate 
where fires are not a menace, which some day will be a tremendous asset to the 
newsprint industry in Canada. 


By Mr. Coote: 

Q. May I ask you a question which is based right on that point. For how 
long a period are those bond issues generally made for a paper company ?— 
IX, Oln, 15) wo 20) sree. 

Q. Is not 25 years twice too long, considering the very risk you have just 
mentioned?—A. No. 

Q. I should think they should have been retired in half that time. If that 
were done with the earnings, which were sufficient, we would not be faced with 
the conditions in which we find ourselves to-day, is not that true?—A. No. 


The CHarrMAN: Every bond has a sinking fund attached to it, worked out 
on a mathematical basis, and if things had not got to where they are, there 
would have been a lot of money in the business. 


Mr. Hackett: They are all based on depreciation. 


By Mr. Coote: 


Q. How many million dollars’ worth of bonds and preferred stock of pulp 
and paper companies have gone bad, to use an expression, in the last ten years. 
If we had those figures, would they not be startling? 


The CHairMAN: You can get them over at the Bureau of Statistics. 
The Wirness: An awful lot of other securities have gone bad, too. 


Mr. Geary: Is it Mr. Coote’s idea all bonds should be retired? 

Mr. Coors: I think bonds in a business that Mr. Gundy says is very risky, 
should be retired in a shorter term of years. 

The Wirness: I did not say it was risky. 
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By Mr. Coote: 


Q. You made that frank statement?—A. I also pointed out Mr. Biermans 
was wrong in the estimate of his time. Now, the same thing happened at Port 
Alfred. They told us that all those limits behind the mill would be gone in five 
or six years. We are still cutting wood on that, but the operators are always 
afraid of a shortage of wood. 


By Mr. Spencer: 

Q. Was there any sinking fund allowed?—A. Always, yes. 

Mr. Hackett: On the basis of depreciation? 

The Witness: Yes. 

Mr. Irvine: Mr. Chairman, I feel that we have a very vague idea of the 
whole business, so far as the evidence is concerned. I should like to read over 
the evidence carefully and see what I can gather from it, but I cannot right 
now, of course. Will there be in the records the entire capitalization of this whole 
merger with the sources of the capitalization? 

The CHAIRMAN: There will be the balance sheet of the companies, showing 
their assets, liabilities, profits and losses. I do not know that there would be 
the source of their capital, borrowed capital filed. Take, for instance, the 
Laurentide company. They had no bonds at all. Have you seen this? 

Mr. Irvine: When it was taken over, it represented certain assets, and 
capitalization would probably take place thereon. 

The CuHairMaAN: There was not any capitalization. That is the point 
This company issued no securities to the public. 

Mr. Irvine: Does that apply to the whole merger? 

The Witness: I guess so. 

The CuHatrman: That is why I asked you that summing up question 
There was nothing sold to the public at the time of this amalgamation. 

Mr. Coors: It was all sold before, Mr. Irvine. 

Mr. Irvine: If nothing was sold to the public, I do not see what we are 
interested in. I thought the public had been left holding the sack in the whole 
enterprise. 

Mr. Geary: So they were. 

The Witness: What do you mean? 

Mr. Irvine: The stocks that were bought by the investing public all slumped 
to nothing? 

The CuatrMan: These stocks were not sold by the company. They were 
listed on the stock exchange, and the public bought them in that way from the 
holders. 

Mr. Irvine: No. 

The CuarrMAN: They were not sold by the corporation itself, 

Mr. Irvine: The company must assume responsibility for the fact the 
values are not there now, according to the statements of some of the members 
of the committee. However, I should like to ask the witness one or two ques- 
tions that are, perhaps, more or less necessary, arising out of the discussions 


that took place during his examination by Mr. Power. 
By Mr. Irvine: 
Q. I think that it was admitted, Mr. Gundy, that the banks, or the whole 
corporation owed the banks some $14,000,000?—A. Yes. 


Q. And that about the time that the stock values were at the bank, the 
amount owing to the bank was about the same. I think you said that at that 
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time the banks probably had advised selling, at least a considerable portion 
of the stock at that peak price?—A. I beg your pardon? 

Q. I think you admitted that the banks did advise you and others to sell 
a portion of the stock at the time it was at the peak price?7—A. No, you mis- 
understood me. I did not make any such statement. 

Q. Well, the question was, I think, put by Mr. Power, that the banks had 
stated here that they had so advised generally, and it was particularly directed 
to you and you said that they probably had; at least, I think you admitted 
half of it, didn’t you?—A. I think so. Look at the record—I think you mis- 
understood me. 

Q. You say what?—A. I have no recollection of any bankers telling me 
that I had to sell my newsprint shares; and furthermore,-it never occurred to 
me to sell them, because I had no more idea of selling those newsprint shares 
than selling shares of Wood Gundy and company. They were my own show. 
I was very interested in them. I did not buy them to sell them. I wanted to 
keep them forever. 

Q. You said so at the time when Mr. Power was questioning you—A. I do 
not think I owed the banks any money on them. If I did, it was very small. 

Mr. Hacxerr: I think the question put by Mr. Power was whether the 
banks had suggested that stocks against which moneys had been borrowed 
should be sold. He does not say he borrowed money on them. 


By Mr. Irvine: 

Q. I am not talking about his personal accounts with the bank. I am 
talking about the $14,000,000 the banks had advanced, and the banks’ advice 
with respect to stock holdings involved. 

Mr. Hackett: There are no stocks involved, as I understand it. 

Mr. Irvine: I thought there was. There does not seem to have been 
anything behind the whole thing. That is what I am trying to get at. 

Mr. Coote: Bunkum. 

The CuHamrMAN: Do you think you ought to make that statement? 

Mr. Irvine: I did not intend to make it. Until somebody says what the 
actual physical assets are behind these things, what else can I say, Mr. Chair- 
man. Nobody seems to know anything about it. I have not heard a statement 
here that you can hang your hat on, by anybody. 

The CuHarrMANn: I think we ought to ask those pulp and paper people to 
prepare a statement of the physical assets of the constituent companies as at 
the time of the amalgamation? Perhaps Mr. Wilson can give it to us. 

Mr. Witson: Would you allow me to say this. I do not want to interfere 
in anybody else’s business. You spoke of the loans the Canada Power and 
Paper company had from their banks, the Bank of Montreal and ourselves, 
the $14,000,000, and what was back of it. We had hundreds of thousands of 
cords of wood. We had one fire, which was not our fault, a fire at the Port 
Alfred plant where we collected a million dollars of fire insurance. 

Mr. Power: That was the best sale of pulpwood you had? 

Mr. Witson: It was the quickest and most profitable thing of any of 
them in the 12 months. But seriously, we had all the inventories, all the book 
accounts, wood investments, which, at one time, at the peak were valued at 
$10,000,000; and we had some 5, 6, 7—I am speaking from memory—first 
mortgage bonds in the Laurentide company. We had very, very substantial 
security for that loan. And that loan which in the time mentioned was 
$14,000,000 is now under $10,000,000 and we still have a lot of security left. 

Mr. Geary: Would it be fair to ask you what valuation you put on those 
inventories? 
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Mr. Witson: We did not. You de not loan money against a woodpile. 
You loan it in the same way you loan it against the government bonds. A 
fellow comes in and says, we are going into woods, we want to get out half a 
million feet of cordwood, and it will cost us $5, $6, $7, $8 a cord. Will you 
finance it. We agree to finance it. After the wood is cut and it comes out, it 
is worth $5 or $6 a cord when taken to the mill; but on the other hand, they 
may perhaps spend $5 to get out something that is only worth $4. 

Mr. Irvine: I understand, Mr. Wilson, that Mr. Gundy indicated in secur- 
ing the bank loan, not only were the inventories, but also certain securities 
were given? 

Mr. Wintson: Yes. 


By Mr. Irvine: 

Q. What were they? 

Mr. Witson: Well, those securities we had in this particular case were, 
I think, 100,000 shares of Shawinigan company stock, and as was brought out 
this morning, they were listed at $82 to $100. In fact, at one time they were 
up to $120, so 100,000 shares were worth $12,000,000 which was pledged to the 
banks. At that time they were quoted around $70, or $80. In other words, it 
was $7,000,000 or $8,000,000. 

Mr. Irvine: What else? 

Mr. Witson: In addition to that, we had those companies’ woodpiles. 
You have never seen them. The Parliament buildings look small alongside the 
woodpiles of this company. 

Mr. Irvine: The point I am trying to make can be made right there. So 
far as the securities go, if every stockholder had taken the advice of the bank 
and sold, these securities would have come tumbling down much quicker than 
they did. 

Mr. Wiuson: The only advice in that connection we could have given was 
to advise them to sell Shawinigan shares. We were not wise enough on fore- 
sight to benefit by that. Everybody regarded Shawinigan as a first class 
investment. Mr. Power will bear me out on that. If only we could have seen 
what was around the corner, I would have insisted on the sale of them. I was 
not wise enough to see that. We kept that, and they have been down to $10, 
and are now up around $25. 

Mr. Irvine: May I ask this: I suppose it is hardly necessary to ask this. 
Were all your connections with the Canada Power perfectly regular? In all 
the dealings in all the organizations that you have gone to, have they been 
perfectly regular? 

The Witness: Yes. 


By Mr. Coote: 

Q. I personally do not wish to suggest for a moment that it has not been 
so. I quite believe that you and your associates were quite capable of doing 
things regularly, and you would say that the extraordinary high price, and 
probably as well the low price in stocks was due entirely to the whims of the 
public? —A. No. 

The CuHarrMAN: Marketing conditions. 


By Mr, Irvine: 
Q. I think you said, at least, the public were responsible for the price of 
the stocks going to $275? 


Mr. Power: It was Laurentide that went to $275. 
{Mr. J. H. Gundy] 
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By Mr. Irvine: 


Q. I think you said that was the public’s fault, not the company’s—A. The 
publie’s judgment. 

Q. Lack of judgment—A. Neither do I think that the public was unin- 
telligent. 

Q. I do not think I said unintelligent. I said whims or judgment for the 
moment. It may be something else, some other times it is obviously something 
else. To sum up everything, then, do you think the company has played the 
game as is played by all companies, or do you think the system of doing 
business, which can take from the public what has been taken during the 
market operations in connection with this deal, should be changed?—A. Well, 
certainly, that is the way the world is built. You go in any field of life you 
like, and it is the same thing. You go out west on the prairies, and you start 
a farm on the prairies, as I have, you go in partnership with a farmer on the 
prairies, as I am now, and you know just as well as I do, sometimes you are 
successful and sometimes you fail, or you go and buy a grocery store on the 
corner. You know a lot of the fellows that started grocery stores make a little 
money, and others lose their money. You know a lot of people started banks, 
on which they made money, and some other bankers lost money. You know 
the railways pay sometimes; sometimes they lose money and sometimes they 
make money. 

Q. Quite so—A. If it were not for the hazards of industry our business 
life would not be half as interesting as it is. 

Q. I just wanted to get your view on this. Do you think that the fact 
that in all businesses, farms and railways and organization of companies and 
all enterprises, there is undoubtedly not only the danger of loss, but inevitably 
the loss is part of the game?—A. Yes. 

Q. That makes life worth while; that is the way the world is built?— 
A. That is the way the world is built. Here you have parliament, in the next 
few days considering going into the gambling business, they are going to 
introduce sweepstakes to make life more interesting. 

Mr. Coote: I think that would be the safest place to put your money. 

The Wirness: Neither is safe. There is no such thing as safe. 

Mr. Coote: It is the best gamble. 

Hon. Mr. Moranp: The sweepstakes? 

The Witness: Believe me, that is the test. 


By Mr. Irvine: 

Q. You would say this, that it is not possible for us to devise some system 
by which the gambling factor was, at least, removed from the necessary 
economic enterprises of the state?—A. Well now, you have two situations. You 
have Saskatchewan and you have the Ukraine in Russia. They both had very 
serious crop failures. In Saskatchewan it cost us a lot of money; but in Russia 
two or three millions of people starved to death. ‘Now, that is the advantage 
of having a little capital behind you. You have a hard time in Saskatchewan, 
but you do not starve to death as those poor devils in Russia did. 

Q. I am not arguing with you, sir—A. You asked me my opinion. 

Q. That is your opinion?—A. I think the greatest thing is taking the risk. 
I think it is life, to have a little capital behind you. 

Q. What do you mean by capital?—A. I mean woods, mills, tables, a suit 
of clothes, a pair of boots. 

Q. None of us are objecting to that, sir—A. That is what I mean by 
capital. 
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Q. None of us are objecting to that sort of thing. What we are objecting 
to is the gambling in stocks and the loss by the general public, perhaps, of the 
means by which they can get hold of those boots, clothes, and things of that 
sort. 

The CHairmMan: Mr. Gundy wrote in response to the invitation which 
I sent him, or the summons, if you might so call it, giving a statement of the 
pulpwood and power situation, which I think is very interesting. I am going 
to put it in the record. It summarizes the whole position. Does anybody else 
wish to ask Mr. Gundy any questions? (See Appendix AG). 


By Mr. Coote: 

Q. I should like to ask another question in regard to the Anticosti agree- 
ment with the companies. Mr. Gundy, will you tell us just what was the 
financial liability involved per annum by each of the three companies in their 
agreement with the Anticosti Corporation?—A. About $540,000 a year for the 
three of them, plus sinking fund. Is not that right, Mr. Whitehead? 


Mr. WuireHeap: $350,000 a year. 


By Mr. Coote: 

Q. Would it not be more than that?—A. I just figured that out. Nine 
times six is fifty-four, 9,000,000’s of securities at 6 per cent would be $540,000. 
We had to purchase 420,000 cords each year after November, 1929, with a 
minimum stumpage of $2.40 per cord. 


The CHatrmMANnN: Until the bonds were retired, and then it came down to 
$1.40. 


Mr. Coorre: Right at the time? 
The CHAIRMAN: Yes. 


By Mr. Coote: 

Q. Yes.—A. You see, they were bound with each other. There were only 
three people interested, and they made whatever rate—. Suppose they did not 
take the wood, and did not need the money, they could let it run over for a year. 
There was nothing onerous about it, so far as the companies were concerned. 

Q. I have heard of some of the companies, one of the companies involved, 
that there was some objection taken to this. I do not know about the story 
to question you on it, but I would just like to know the financial liability 
per annum in regard to each of the three corporations that entered into this 
agreement with the Anticosti company. 

The CHarrMAN: It is easy enough to make it out. None of the gentle- 
men can give it to you. 

Mr. Coors: I thought Mr. Gundy would have the picture, and would be 
able to tell me. 

The Witness: It is six years ago, sir. It is a long time ago. Anyway, 
this was the figure. It is right here. 


By Mr. Coote: 

Q. Is this one of the things which made it impossible for those companies 
to meet their obligations?—A. No, not at all. 

Q. It simply added that much to the burden?—A. Of course, I think that 
the acquisition of the Anticosti improved the position of these three companies 
very much. 

Q. Is there anything in the evidence up to date to tell us how much pulp- 
wood each one of those corporations took from Anticosti?—A. No. 


The CHamrman: The actual purchases, not the agreement to purchase? 
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By Mr. Coote: 

Q. If Mr. Gundy thinks this is so advantageous, to any of the companies, 
I should like to know the amount of the pulpwood that the companies had taken 
in Anticosti island?—A. When they bought that island, it was not to get pulp- 
wood for the next year, it was looking to the future when wood near their mills 
would be gone and all other timber around Outard and up in the Chicoutimi 
district had been snapped up by their competitors, and the life of their mills 
would depend on the extent of their reserves of wood in the years ahead. 

Q. I met a man not long ago who said he was willing to bet that nothing 
would be taken off it in the next twenty-five years. I do not know whether 
you would care to express an opinion in regard to that?—A. I do not believe 
that is a serious statement. I do not believe that at all. 

The CHarrMan: Mr. Whitehead will be able to give you first hand informa- 
tion. 


By Mr. Coote: 


Q. I would still like to know whether that has regard to Anticosti Island 
at all?—A. No. 


The CuarrMan: Are there any other questions to ask Mr. Gundy? Thank 
you, Mr. Gundy. 

Mr. Geary: Have you a statement of Port Alfred there? 

The CHAIRMAN: Yes we have them all. 


Witness retired. 


GEORGE CHAHOON, Jr., called. 


By the Chairman: 
Q. Of Grand Mere, Quebec?—A. Yes, sir. 


By Mr. Power: 


Q. Mr. Chahoon for how long were you connected with the Laurentide 
Pulp Company first and then the Laurentide Company?—A. Since 1902. 

Q. You came to the Laurentide Pulp Company as it was then known in 
1902, is that right?—A. Yes, Mr. Power. 

Q. And in course of time became general manager and president?—A. Yes. 

Q. When did you become general manager?—A. I was vice-president and 
general manager when I came in 1902, and I was made president on the death of 
Sir William VanHorne. 

Q. Sir William VanHorne was the first president of the company, was he? 
—A. Well I cannot tell you very much about what happened before I came, 
but I think so. 

Q. I take it from the figures which I have here, that at the time you be- 
came general manager the capitalization of Laurentide, then the Laurentide 
Pulp Company, was approximately $1,600,000?—A. Yes, $1,600,000 of common 
stock, and $1,200,000 of bonds. 

Q. And you owned at that time one mill?—A. Yes, sir. 

Q. And I suppose it is pretty hard to ask you, what was the extent of the 
timber limits you had then, roughly?—-A. Well, what we did not buy from your 
father, we owned. 

Q. I suppose it is up to me to ask you now if you got good value? But 
you did have considerable areas of timber limits?—A. Yes, Mr. Power. 

Q. Then there was no change in the capitalization of your company until 
1911 no important change, is that right?—A. I think that the year following 
my coming up here Sir William VanHorne issued $1,200,000 of preferred stock 
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to round out the plant, that is, to balance it, and I think that that was about 
1904. 


Mr. Coorr: Could we have the capacity of the plant put in there, Mr. 
Chairman? 


By Mr. Power: 


Q. At the time you took over what was the capacity?—A. We had four 
paper machines, and my recollection of those machines is that at that time they 
were making 80 or 90 tons of paper per day, and we had a surplus of both 
ground wood pulp and sulphite pulp which we were selling to other manu- 
facturers; we were exporting it too. 

Q. Your principal business at that time was not the newsprint business? 
—A. Not altogether, no. 

Q. Well, in 1911 the first big change in the capitalization of the company 
took place, when it was called the Laurentide Company Limited?—A. Yes, sir. 

Q. And it was incorporated as such in 1911; you incorporated at that time, 
as has been related this morning, under a Dominion charter with a capitaliza- 
tion of $10,000,000?—A. Yes. 

Q. And the shares of the old company were transferred to the new company 
on the basis of two for one?—A. Yes, sir. 

Q. And then later on there were issued the shares to the shareholders at 
par?—A. Yes. 

Q. To the extent of $2,400,000?—A. Yes. 

@. And then in January of 1920 there was a new capital set-up, was there 
not?—A. I think there was, yes, sir. 

Q. Although the company kept the same name?—A. Yes. 

Q. But purchased the assets of the old company?—A. Yes. 

Q. And then you were given three for one?—A. Yes, sir. 

Q. At least the old shareholders received three shares of the new for one 
share of the old?—A. Yes sir, that is it. 

Q. That would be, from 1911 to 1920 the shareholders then received first 
two for one?—A. Yes. 

Q. And then three for one and two for one?—A. Yes. 

Q. Eventually there were 6 shares of the Laurentide Company given for 
one of the old Laurentide Company?—A. That is right, Mr. Power. 

Q. And the value of that stock on the market during the years from 1920 
to 1928 ran from 70 to 150?—A. Well, I think 70 to 120 would be fairer. 

Q: 70 to 120?—A. Yes. 

Q. And all during that time it paid a 6 per cent dividend on the common 
stock?—A. I think you are practically right. I think there were a couple of 
years on the start that we paid 5 per cent and then it was raised to 6 per cent. 

Q. But there were 6 per cent dividends paid on those shares?—A. I think 
you are right. 

Q. That would be really 36 per cent on the one share?—A. But may I 
inject a thought in there? In 1910 the United States market was open for the 
first time and the $6 a ton duty was taken off paper going into the United 
States, and Laurentide was a pioneer mill. 

Q. And then I have no hesitation in mentioning this factor, that during 
the war, and particularly after, the price of paper went up to what a ton?— 
A. I beg your pardon, the price of paper was fixed by your government and 
the government of the United States. 

Q. At what?—A. At $62 I think. 

Q. Well, then, after the war what did paper go to?—A. Spot paper went 
up as high as $100 a ton. 

Q. Not more than that, Mr. Chahoon?—A. Well, we never sold any for 
$100 a ton. 

Q. You sold for more or for less?—A. We sold for less. 


82684—52 {Mr. Geo. Chahoon, Jr.] 


818 SELECT STANDING COMMITTEE 


By the Chairman: 
Q. You were under contract?—A. Yes. 


By Mr. Power: 

Q. I was under the impression that spot paper went to over $100 a ton? 
—A. I think you are right in that Mr. Power. 

Q. Now, ground wood went up to what?—A. We were not selling ground 
wood so I don’t know anything about it, but it was some similar fabulous price. 

Q. In any case, during the period from 1920 to 1928 at the time when you 
were merged with St. Maurice Valley, the company was in an exceedingly 
prosperous condition?—A. I felt so. 


By the Chairman: 
Q. You had retired your bonded indebtedness?—A. Yes. 
. Out of earnings?—A. Yes. 
And your preferred shares?—A. Yes. 


OO 


By Mr. Power: 


Had you retired your entire bond issue?—A. Yes. 
And your preferred shares?—A. Yes, sir. 
. So that at the time you went into the merger with St. Maurice Vallev 
what was your capitalization, do you remember?—A. $28,800,000. 
. $28,800,000 in shares of a value of how much?—A. $100. 
. That is, 288,000 shares?—A. $28,800,000. 
. Was that 288,000 shares of $100 apiece?—A. Yes, that is it. 
. And the shares were worth in the neighbourhood of par on the market? 
—A. Well, towards the end of the thing they were, but I think it is fair to 
say that during the period in question these shares sold from 68 to 80. 
Q. In what condition was your mill?—A. Well, I was general manager, 
and therefore I thought they were in pretty good condition. 
Q. I say that because I have heard it said frequently within the last two 
or three years that the Laurentide mill was a bit obsolete?—A. Obsolete? 
Q. Yes?—A. All right. 
Q. I am asking you that, and you say no?—A. I don’t think so. 
Q. Well, you know better than I do about it. 


£00 


OOLHD 


By the Chairman: 
Q. During the same period did you increase your timber limits? 
Mr. Power: I was about to ask that question, Mr. Chairman. 


By Mr. Power: 


Q. At that time had your limits begun to be depleted—A. No we never 
allowed our limits to be depleted. 

Q. Well, your limits must have become depleted because you bought the 
people in the Ottawa Valley here?—A. No, sir. 

Q. Why did you have to go into the Ottawa transaction?—A. Because we 
felt, along with the International Paper Co. that the Ottawa Valley was the 
future near supply of wood and the place to build any extension to the industry 
as soon as the market developed. The wood from Ottawa had nothing to do at 
all with the Laurentide mill. It was intended entirely for an addition to the 
Laurentide Co., not the plant. 

Q. I take it then that you had some idea possibly of expanding your 
business by the construction of a new plant somewhere in the vicinity of Ottawa 
and in advance you bought timber limits to supply that plant?—A. You are 
right. 
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Q. And you were quite satisfied that you had on the St. Maurice sufficient 
limits to provide a supply of wood for your mill at Grand Mere?—A. In- 
definitely, yes. : 

Q. So that at the time you went into this merger you had a self-contained 
plant?—A. That is right. 

Q. A self contained unit of production?—A. Yes, sir. 

Q. Which had been—I want to save your modesty—efficiently managed, 
that had continued to be fairly prosperous over a period of years?—A. That is 
very kind of you. 

Q. From 1902 from the time you first became connected with the Laurentide 
Company until the time of the merger, to what extent were their limits on the 
St. Maurice increased, approximately how many miles?—A. I think that outside 
of Ottawa, that is the Laurentide-Ottawa, when we went into the merger the 
Laurentide mileage was in the neighbourhood of somewhere between 3,000 and 
4,000 square miles; that is my memory. 

Q. You had no other holdings to speak of?—A. We had, yes. We bought 
the Perthuis Seignory. 

Q. You purchased that. It was not a very large area?—A. No. 

Q. Well now, let me come to Laurentide Power which was a subsidiary of the 
Laurentide Co. Were you manager of Laurentide at the time the power rights 
were segregated and formed into a new company?—A. Yes, sir. 

Q. Do you remember when that occurred, the year?—A. In 1913 I think. I 
think we started the power development in 1913 and it was interrupted by the 
war, and my memory is it was 1917 or 1918 that it was completed. 

Q. Now, this Laurentide Power Co. was operated by the Shawinigan Co. 
on your behalf for many years, was it not?—A. Yes, sir. 

Q. And you were supplied by Shawinigan?—A. Yes. 

Q. Your wants were supplied from the power which belonged originally to 
Laurentide and had become Laurentide Power?—A. Yes. 

Q. It was capitalized at $10,500,000 and $10,500,000 worth of stock was 
issued?—A. That is my memory. 

Q. There was a bond issue of $7,500,000 and another bond issue of $2,- 
500,000, is that right?—-A. Mr. Hanson has the figures here. 


The Cuatrman: We have not the figures on that, Mr. Power. 


By Mr. Power: 

Q. Well, those are the figures that I got and I think they are probably right? 
—A. They are approximately correct Mr. Power. 

Q. Well now, the Laurentide Co. retained in its treasury 72,000 shares of 
Laurentide Power, did it not?—A. That is right. 

Q. And presumably sold the remaining shares to the public?—A. To Shawi- 
nigan and the public. 

Q. Did you sell some to Shawinigan too?—A. Yes. 

Q. Do you remember what interest Shawinigan had in this?—A. No, I do 
not, Mr. Power. 


¥ Q. The 72,000 shares gave you control and considerably over control?—A. 
es 


Q. The stock of Laurentide Power ranged from 70 in 1922 to 275 in 1928? 
—A. It was a very, very small portion of Laurentide Power that was in the 
hands of the public. 

‘f ee You had the biggest block, 72,000 shares, and Shawinigan had a little? 
—A. Yes. 

Q. And the remainder was in the hands of the public?—A. Yes. 

Q. It paid 5 per cent?—A. At the end yes, it was paying 5 per cent. 

Q. Was it not paying 5 per cent for some years?—A. My memory is that 
for about three years it started to pay 24 to 3 per cent, and it worked its way 
up to 5 per cent. 
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Q. Now that was the principal asset that you turned over to Canada 
Power & Paper when it was formed, these two things, Laurentide Limited with 
its earning capacity and Laurentide Power?—A. Yes, sir. 

Q. And Canada Power & Paper, of course, took over, or at least the bonds 
of Laurentide Power remained as they were?—A. Yes, sir. 

Q. I have here a letter of the Laurentide Co. Ltd., signed by G. Chahoon 
Jr. dated January 11th, 1928, addressed to the shareholders of Laurentide Co. 
Ltd. It states: 


Exuisir 50 
LAURENTIDE COMPANY LIMITED 


Monrreau, January 11th, 1928. 
Yo the Shareholders of 
Laurentide Company Limited. 


At a meeting of the Board held this afternoon, your Directors, after con- 
ferring with Directors of St. Maurice Valley Corporation, approved a plan for 
the amalgamation of the common stock interests of your Company and of St. 
Maurice Valley Corporation. 

The plan involves the exchange of shares of Laurentide Company Limited 
for shares and debentures of a new Company to be incorporated under the 
name of Canada Power & Paper Corporation or some other suitable name and 
to be organized upon the following lines. 

The new Company will be a Quebec corporation with its head office at 
Montreal. Its authorized share capital will consist of 750,000 shares without 
nominal or par value. Shares will be allotted and issued to holders of shares 
of Laurentide Company Limited on the basis of one share of the new Company’s 
stock for each share of Laurentide Company Limited transferred to the new 
Company. In addition, holders of Laurentide Company Limited will be en- 
titled to receive upon such transfer $100.00 principal amount of 53% Thirty 
Year Sinking Fund Gold Debentures of the new Company for each share trans- 
ferred. 

Shareholders of St. Maurice Valley Corporation will receive two and one- 
half shares of the new Company’s stock for each common share of St. Maurice 
Valley Corporation transferred to the new Company. 

Upon the acquisition by the new Company of the shares of Laurentide 
Company Limited and St. Maurice Valley Corporation proposed to be acquired 
under this plan, the new Company will have 688,000 outstanding shares and out- 
standing debentures aggregating $28,800,000. 

\ Full particulars of the procedure to be followed by Shareholders in connec- 
tion with the exchange of shares will be mailed to you at the earliest possible 
moment. 

This amalgamation will bring under unified control the operations of mills 
of the St. Maurice Valley Corporation group at Shawinigan Falls, Three Rivers 
and Windsor Mills and of Laurentide Company Limited at Grand’Mere. 

These mills have a combined daily capacity of more than 1,400 tons of 
paper products, the capacity of the St. Maurice Valley Corporation group being 
about 1,000 tons per day and that of Laurentide Company Limited approxi- 
mately 400 tons per day. 

The bringing together of three large mills situated in close proximity in the 
valley of the St. Maurice River with contiguous limits which are peculiarly 
adapted to efficient and economical operation under one control is expected to 
produce substantial economies. 

The pulpwood resources available for the operation of all these properties, 
including the limits in the Ottawa Valley recently acquired by Laurentide- 
Ottawa Company, Limited, a wholly owned subsidiary of Laurentide Company 
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Limited, are estimated to be sufficient to provide for all present requirements 
and also for future expansion as conditions may warrant. 

Through Laurentide Company Limited the new Company will control 
Laurentide Power Company, Limited, with an installed capacity of 165,000 
H.P. hydro-electric energy at Grand’Mere on the St. Maurice River. : 

After mature consideration your Directors are satisfied that this plan 1s 
greatly in the interests of the Shareholders and unhesitatingly recommend it 
for your acceptance. 

By Order of the Board. 


G. CuHauoon, Jr., President. 


That was a letter addressed to all of the shareholders?—A. Yes, sir. 

Q. And on the strength of this letter, most of your shareholders, if not all, 
made the exchange did they not?—-A. Yes, sir. 

Q. An exchange of shares, as has already been stated here, one share of 
Laurentide for one share of Canada Power & Paper plus a debenture?—A. A 55 
per cent debenture. 

Q. Of the value of $100?—A. Yes, sir. 

Q. And with that the Laurentide Co. as a separate entity disappeared, did 
it not?——A. Yes, sir. 

Q. And it was incorporated holus bolus into Canada Power & Paper?—A. 
Yes. 

By the Chairman: 
Q. Was it not kept separate as an operating unit? 


Mr. Power: I do not think so. 


By Mr. Power: 


Q. Was it, Mr. Chahoon?—A. Mr. Hodgson can tell us the set-up of the 
thing, but the Laurentide stock and the new St. Maurice stock was pledged as 
security for the debentures of the Laurentide Co. 

Q. And the Canada Power & Paper issued debentures then called Laurentide 
Series, did they not?—-A. Laurentide Series, yes. 

Q. To the extent of $28,800,000?—A. $28,800,000. 

Q. With these debentures they paid the shareholders of Laurentide? 

Mr. Hacxerr: Part payment. 


By Mr. Power: 


Q. Now, there were no other outstanding bonds except the Laurentide Power 

Series; I suppose they were still outstanding?—A. They were still outstanding, 

es. 
: Q. They were not redeemed?—A. No. 

Q. They were still outstanding?—A. Yes, they were still outstanding. 

Q. Did Canada Power & Paper make any deal with respect to the Lauren- 
tide Power bonds, what happened to them?—A. No, the Shawinigan Company 
absorbed the Laurentide— 

Q. I am coming to that afterwards—A. Oh no. 

Q. That was after the merger?—A. That is after the merger. 

Q. Well now, I will come to that. At the time of the merger the Laurentide 
Power was one of the assets, or at least the control of the Laurentide Power Co. 
was one of the assets of the Laurentide and went into the merger?—A. Yes. 

Q. And the bonds remained on the property?—A. Yes, 

Q. There was no transaction with respect to the bonds of Laurentide Power? 
—A. No. 

Q. Canada Power got the title to the 72,000 shares. Now, sometime after 
the merger took place what happened to the Laurentide Power?—A. It was sold 
to the Shawinigan Company. 
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Q. That is to say, the 72,000 shares belonging to Canada Power & Paper 
were sold to the Shawinigan?—A. Yes. 

Q. Do you remember for how much?—A. For $150 a share plus a share of 
Shawinigan stock. ‘ 

Q. For $150 cash for each share plus one share of Shawinigan stock?— 
A. Yes, sir. 

Q. And those shares of Shawinigan stock, 72,000, went into the treasury of 
Canada Power & Paper?—A. That is right. 

The Cuairman: According to this report they got 79,200 shares of Shawinigan 
and $10,800,000 in cash and retained their perpetual power. 

Mr. Power: Well that is probably right. So that Canada Power & Paper 
became the holder of 79,200 shares. 

The CuHarrMan: $10,800,000 in cash and retained the perpetual power con- 
tract. 

By Mr. Power: 

Q. Well now, when did you cease to be connected with Laurentide, or were 
you connected with Canada Power & Paper after the merger?—A. Yes. 

Q. For how long?—A. About a year and a half. 

Q. You are not in any way connected with either Canada Power & Paper 
or Consolidated Power & Paper now?—A. No, sir. 

Q. Now, what I would like to ask you about is this: There has been a 
great deal of criticism, in fact of the most severe criticisms I have heard 
with respect to Canada Power & Paper is with respect to the manner in which 
the assets of the Laurentide Power Co. were allowed to dwindle away; the 
shareholders of Laurentide who agreed to go into this merger were, rightly or 
wrongly, under the impression that they would retain their right to a separate 
entity and that the shares which they had represented some physical assets, and 
my information is that they were very much disappointed when the whole thing 
blew up and had to be reorganized, that the Laurentide shareholders no longer 
had the rights that they thought they had; have you heard that story?—A. Oh 
yes, and I had that same disappointment. 

2 Q. Now, can you tell me something about it?—A. In what way, Mr. 
ower. 

Q. Well, when you went into that merger you had two assets of Laurentide; 
you had the assets of Laurentide Power that Laurentide Power had sold out 
to Shawinigan and had received $10,800,000 in cash and 79,200 shares of 
Shawinigan which was worth so much; were you justified in believing that those 
assets were held against your shares or debentures, or against your shares in 
Canada Power & Paper, or your 5 per cent debentures?—A. Yes. 

Q. You believed that?—A. I did. 

Q. Well, was it so?—A. Yes. 

Q. Did it work out that way?—A. Yes. If I understand your question 
correctly, that is, the Laurentide Company merged with Canada Power & Paper; 
they did that after due consideration, considering the value of the properties 
that they were going in with and the forthcoming storm that was ahead of the 
paper industry. Now, they exchanged their securities with the St. Maurice 
Valley Corporation on what they, or I and my associates considered a fair 
trading exchange. We had Laurentide Power as an asset; we had Laurentide- 
Ottawa as a liability. 


By the Chairman: 


Q. You had not paid for that?—A. We had not paid for that. 
Q. How much was that of a liability?—A. About $7,000,000? 


By Mr. Power: 
Q. About $7,000,000?—A. Yes. 
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Q. Well, what happened then? You went in thinking you had made a fair 
deal, but did you not think or have some idea that the former assets of Lau- 
rentide, including Laurentide Power, would be reserved to you as some security? 
—A. No, sir. 

Q. You did not?—A. No, sir. That is, we went into that thing with an 
exchange of securities and we mixed our assets with the assets of the other com- 
pany on a trading basis. 


By the Chairman: 
Q. The debentures were not secured in any way?—A. Yes, the Laurentide 
issue— 
Q. That is only a name; they were unsecured debentures?—A. Yes. (See 
explanatory note at page 891.) 


By Mr. Power: 

Q. Was there not a general impression that at least the Laurentide issue of 
debentures was secured by the shares which Laurentide Power had received 
from Shawinigan? 

The CHAIRMAN: There is nothing in the letter which says that. 


By Mr. Power: 

Q. I am asking if there was that general question?—A. It wasn’t with me. 

@: iti was note——w. No: 

Q. Well, now, what became of those shares of Shawinigan?—A. I think 
they are in the treasury of the Consolidated Power Co. 

Q. Are you sure of that?—A. I do not know. They were according to the 
last annual statement, on their last annual statement. 

Q. At one time Canada Power & Paper held 100,000 shares of Shawinigan 
rising out of the connection between Laurentide and Canada Power & Paper. 

Mr. Hopveson: The Laurentide Co. got 72,000 shares of Shawinigan for 
the Laurentide Power deal. After that Shawanigan declared a 10 per cent stock 
dividend which brought their holdings up to 79,200 shares. Shortly after that 
Shawinigan made a subscription rights of shares to the shareholders and the 
Laurentide exercised its rights, bringing their investment up to 100,000 shares. 
I think at the close of 1930 the shares of Shawinigan were pledged to the Royal 
Bank and the Bank of Montreal. | 

The CHAIRMAN: By Canada Power & Paper. 


Mr. Hopeson: By Laurentide. 


By Mr. Power: 

Q. There is just one difficulty there. After 1928 the Laurentide disappeared 
and it was really Canada Power & Paper which exercised the rights. 

Mr. Hopeson: No, Laurentide was still in existence. The Laurentide Co. 
is still in existence to-day. 

Mr. Power: It is still in existence? 

Mr. Hopeson: Yes. 

Mr. Powrr: Only in name, but the Laurentide still holds these shares of 
Shawinigan. 

The Witness: In 1931, Canada Power and constituent companies were 
reorganized and the properties transferred to the Consolidated Paper Corpora- 
tion. 

Mr. Power: Where are the shares now? 

Mr. Hopeson: With the Royal Bank and the Bank of Montreal, the pro- 


perty of Consolidated. 
(Mr. Geo. Chahoon, Jr.]J 


824 SELECT STANDING COMMITTEE 


Mr. Powrr: And they are held as collateral? 

The CHAIRMAN: Yes. 

Mr. Howarp: The shares are still out as collateral, but still belong to the 
Consolidated. 

Mr. Geary: Those shares were put up when the loan was $14,588,000 and 
after the amalgamation, not for present advances but as security for the past. 


By Mr. Power: 

Q. Those shares were not pledged for any liability of Laurentide?—A. No. 
Later on they were, yes, by the Canada Power & Paper. 

Q. No, but that was a liability of Laurentide for which they were pledged, 
or was it a liability of Canada Power & Paper?—A. Of Laurentide. 

Q. How did that liability arise?—A. Through the purchase of the Lauren- 
tide Co., that is, the Laurentide-Ottawa. 

Q. The Laurentide Co. had to pay that after it went into the merger; it 
had to pay for Laurentide-Ottawa, is that so?—A. Yes, sir. 

Q. Something like $7,000,000?—A. Yes. 

Q. Why was not that paid for it out of the $10,000,000 cash received from 
the sale of the Laurentide Power?—A. It was not due for one thing at that 
time. Of course, Laurentide-Ottawa was purchased with the feeling that in the 
future, on the sale of Laurentide Power, the proceeds of Laurentide Power 
would pay for Laurentide-Ottawa. 

Q. But they did not?—-A. Well, they made a very substantial payment on 
that, about $2,800,000. 

Q. A payment of about $2,800,000 out of the cash received from the sale 
of Laurentide Power?—A. Yes. 

Q. Went to pay for Laurentide-Ottawa?—A. And the limits purchased 
from Price Bros. 

Q. Who purchased from Price Bros?—A. The Laurentide Co. 

Q. After the merger or before?—A. Before the merger. 

Q. What was the extent of that purchase in money?—A. I am sorry, Mr. 
Power, but I cannot remember. I will be very glad to get the information 
for you. 

By the Chairman: 


Q. Who owns those Laurentide Limits now?—A. The Consolidated Co. That 
is the Batiscan limits. 

Mr. Power: Mr. Hodgson, do you remember what was paid for the Batis- 
can limits? 

Mr. Hopeson: $1,000,000. 


By Mr. Power: 

Q. So there was $2,800,000 of the cash received from the sale of the 
Laurentide Power stock plus $1,000,000 which went towards the payment of 
the Batiscan limits, that is $3,800,000. Now, can you tell us what became of 
the other $7,000,000?—A. It was used for the general conduct of the business. 

Q. Of Canada Power & Paper?—A. Yes. 

Q. So that there was $7,000,000 in cash, clear cash, that went into the 
general conduct of the business of Canada Power & Paper from the assets of 
Laurentide?—A. Well, there were 28,000 shares of Shawinigan that were pur- 
chased at that time. 

Q. Mr. Hodgson says that the rights which were taken up from Shawinigan 
cost one and a quarter millions, but when Laurentide went into the merger it 
had a bank loan of three and a half million dollars. 

Mr. Honcson: About that, between three million and three and a half. 
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Mr. Power: When it went into the merger. 


Mr. Hopeson: The annual report for 30th June, 1927, shows a bank loan 
from the Bank of Montreal of $1,210,754.70. 


The Witness: Our loan from the bank of Montreal when we went into 
the merger was generally a little bit over $3,000,000 or about, normally. 


By Mr. Power: 


Q. A little bit over $3,000,000?—A. I think some properties were returned. 

Q. Well then, you did not have so much liability. Can you tell me if the 
100,000 shares of Shawinigan were pledged to the bank for the ordinary opera- 
tions of Canada Power & Paper?—A. Yes. 

Q. And you are quite sure, Mr. Chahoon, that it was not in the minds of 
the shareholders and debenture holders of Laurentide that they had some kind 
of claim on that 100,000 shares of Shawinigan?—A. Well, I do not see how 
they could have, Mr. Power. Laurentide was exchanged lock, stock and barrel 
with shares of the St. Maurice Co. on the same basis, and none of the assets, 
or none of the liabilities, were earmarked in either case. 

Q. As I remember it, it was the general impression at that time that 
Laurentide was, to some extent, protected by the holdings, by these shares. 
However, as you say it was just a straight exchange and there was nothing 
provided, no provision made for special guarantee to the debenture holders or 
the ney and you think they had the wrong idea, it was unfounded on 
fact?—A. Yes. 


Mr. Hacxert: That may have arisen under the Laurentide Series. 


The CHAIRMAN: They were just designated, as I understand it, but not 
specially earmarked. 


By Mr. Power: 


Q. Now, what do you consider to be the value of your former Laurentide 
stock and former Laurentide debentures to-day?—A. Well, I would rather not 
answer that, Mr. Power, because it would be a guess. 

Q. It would be a guess?—A. Yes. 

Q. At the present time your shares in Canada Power & Paper are worth 
what?—A. You mean in Consolidated? 

Q. Yes, in Consolidated?—A. Oh, I think they have been shuffled around so 
often that I do not know. 

Q. You have lost track?—A. What I have are up at the bank as collateral 
and I have lost all interest. 

Q. You are like many another good man, letting the bank worry about it.— 
A. Oh, I am worrying, too. 

Q. In any event, the shares that you obtained for your Laurentide shares, 
the shares of Canada Power & Paper which you obtained were exchanged 20 
shares for 1 share of Consolidated, common shares?—A. That is a matter of 
record; I really have forgotten. 

Q. 20 shares of Canada Power & Paper for one share of Consolidated. 


Mr. Hopeson: 10 shares. 


By Mr. Power: 


Q. 10 shares of Canada Power & Paper for one share of Consolidated; it is 
worth on the market to-day what, $4?—A. $3. 
Q. Now, your debentures of Laurentide were traded in for debentures of 
Consolidated?—-A. Bonds of Consolidated. 
Q. Second mortgage bonds, were they not?—A. No, sir. 
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‘ - First mortgage bonds of Consolidated?—A. These were real gilt edge 
onds. 


The CuairMAN: What did you get? 
Mr. Hopeson: 15 per cent of bonds and a share and a half of stock. 


By Mr. Power: 


Q. 15 per cent of bonds and a share and a half of common stock for every 
$100 of debentures, is that it?—A. Yes. 

Q. You cannot tell me what the Consolidated Power & Paper bonds are 
worth to-day, can you?—A. I tried to get that information out of Mr. White- 
head coming up on the train last night but he would not give it to me. 

Q. Is there a market value for Consolidated Power & Paper bonds? 


Mr. Hopeson: The last time I saw it it was $26. 

The CuairmMan: They gave them a moratorium of 5 years on the interest, 
did they not? 

Mr. Grary: Every year they notify them: Don’t pass this coupon, it is not 
payable this year. 


By Mr. Power: 


Q. Well now, I suppose I am as much in the dark as you are as to what 
value you could attach to the original shares of Laurentide. 


By Mr. Howard: 

Q. I just want to ask Mr. Chahoon, as an expert in values of pulp wood, and 
not being connected with the company I think it is fair to ask him these questions 
regarding the Anticosti Corporation. What do you consider would be a fair 
valuation of the Anticosti property in 1927 to 1929 we will say?—A. May I use 
the Abraham Lincoln method by asking you a question because you are more of 
an authority on the price of wood than almost anybody in eastern Canada; what 
do you consider the value of that wood—not to-day because nothing has any 
value, but in 1929 and 1940. 

Q. Well, you answer and then I will tell you.—A. I say $2 a cord. 

Mr. Power: That is $30,000,000 for Anticosti? 


Mr. Howarp: You are right on any other place but Anticosti, but don’t you 
think $1 a cord would be a fair valuation? 


The Wirness: I think $15,000,000 is a fair valuation. 


By Mr. Howard: 


Q. So do I—A. An honest valuation. 

Q. But you are optimistic enough to think that in 1940 it would be worth 
$15,000,000?—A. That is my guess on it, and if I had money to tie up I would say 
that Anticosti was a very good investment. 


By the Chairman: 


Q. Mr. Chahoon, what was the underlying reason for the merger; what was 
the underlying motive that actuated your board of directors in going into this 
merger?—A. The underlying reasons were principally the idea of keeping the 
industry from flying into a thousand parts. Everybody had started in just like 
a gold rush to exploit the paper industry. We felt, I felt myself that if the paper 
industry could be organized into three groups—a Quebec group, and Ontario 
group, and the International Paper Co—that the government would be pro- 
tected, the power companies would be protected, the public would be protected, 
and the thing would be run in an intelligent, economical manner. One of the 
reasons why we joined up with the St. Maurice division rather than yield to the 
courting that we had from some of the others was because there were certain 
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economies, economies in wood supply and the proximity of the mill. We were 
all, with the exception of Anticosti, within an hour’s touch of each other, of what 
was really a beautiful group of large mills. 

a Now then, was there not some idea of being a foil to the International? 
—A. No. 

Q. In the marketing end of it?—A. No, sir. 

Q. That did not enter into it at all?—A. No, sir. The International were 
conceded their fair share of the market, the same as Abitibi, and Backus, and 
ue rest of them. The so-called Hearst contract was not made until long after 
that. 

Q. Now then, the merger has not proven successful. Is it not your opinion 
that this country had better get back to smaller units in business?—A. No, 
sir. 

Q. Well, I think a lot of people would disagree with you—A. I am just 
giving you my opinion. 

The Cuairman: I agree, that is your statement. 


By Mr. Howard: 


Q. Might I ask a question along that line. In spite of that answer, do 
you not think Mr. Chahoon, that a smaller unit can be more economically man- 
aged than a larger unit?—A. No. I think it can be more humanely operated than 
a large unit, but I do not think it can be as economically managed. 

Q. I do not mean as to profits, I mean economically managed. Don’t you 
get more value for your money in a small unit and is it not better looked after 
than if it were in a larger organization?—A. If your plants are scattered from 
Manitoba, and through the province of Ontario and into Quebec I would say 
yes. Where you have three or four mills that are not an hour from each other, 
where your purchasing can all be done by one man, and your operating and all 
that, I think a larger unit will show a better efficiency than a small unit. I 
think that has been demonstrated in our case. 

Q. Yes, naturally as it consists of certain districts, in other words, districts 
can be more economically managed, I agree with that. Another question, Mr. 
Chahoon, you were a large shareholder of the Laurentide Company?—A. Yes. 

Q. A very large shareholder?—A. Yes. 

Q. And you had no other consideration except the interests of your share- 
holders when you decided to go into this merger?—A. That is it. 

Q. You got nothing outside of it except the stock which you exchanged and 
you considered it personally a good deal?—A. Yes. I never sold a share of 
stock. 

The Cuatrman: Is not the history of all these big mergers that as a rule 
they have been failures, and should not the trend of events in this country be 
to get them back to the old family unit, if possible? 

Mr. Power: Mr. Gundy made the statement that you could not unscramble 
the eggs that have gone into the Canada Power & Paper basket. 


The CuHarrMan: ‘These balance sheets and letters and so forth will now 
be made part of the record. 
BxHipit 51 
CANADA POWER & PAPER CORPORATION 


THIRD ANNUAL REPORT 
To the Shareholders :— 

On behalf of the Directors, I submit the Third Annual Report of the 
Corporation for the period ended December 31st, 1930, with Consolidated 
Balance Sheet and Profit and Loss Account, as certified by your Auditors, 
Messrs. P. S. Ross & Sons, Chartered Accountants, Montreal. These state- 
ments embody the consolidation of St. Maurice Valley Corporation, Lauren- 
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tide Company, Limited, Wayagamack Pulp & Paper Company Limited, Port 
Alfred Pulp & Paper Corporation, The Anticosti Corporation, with their sub- 
sidiaries, and Anglo-Canadian Pulp & Paper Mills Limited. The operations 
of the latter are for the eight months from May Ist, 1930. 

The operations for the period reflect the difficult times attending the 
industry, which has been suffering from a policy of aggressive building of new 
mills. The serious over-expansion of mill capacity has been accompanied by 
a decline in consumption in 1930 of approximately 8 per cent, this being the 
first year which failed to show an increase in consumption since 1921. The 
operations of your Corporation were at the rate of approximately 56 per cent 
of capacity in 1980, as against 77 per cent in 1929. Consumption in the early 
months of 1931 shows a still further decline, operations to date being at the 
average rate of approximately 438 per cent. 

A comparison of the results of the operations for 1929 and 1930 periods 
is as follows:— 


1929 1930 

Profit and Income from Operations and Investments..... $8,604,723 09 $6,184,955 23 
Subsidiary Companies’ Bond Interest.................6-: $2,480,283 42 $2,935,895 87 
Canada, Power Debenture Interest... 0... thaecee sas duet 1,706, 654 36 1,950, 289 01 
Preterred Dividendsnee: vn cn, een ee ere ee eee 1,769,999 25 1,750,000 00 
Depreciation‘and Depletiongyt 404. f.09.95: eek. ie 2,521,878 52 

$8,478,815 55 $6,636,184 88 
PROAG AS ienethtiget Siig ne coke Dib Halen lee re Oe $ 125,907 54 


TOSS sf 08.. FRR BR TOS SR ee I LR Aen ent Ses eee $ 451,229 65 


If the usual depreciation and depletion charges had been made, the loss 
for 1930 would have been $2,382,039.66. 

The properties of the Corporation have been well maintained. 

Investments have been written down to the market value at December 
31st, 1930, involving a deduction from Surplus of $4,717,795.31. 

During the year your Corporation accepted an offer from the majority 
shareholders of Anglo-Canadian Pulp & Paper Mills Limited for an exchange 
of shares on the basis of two and one-quarter shares of your Corporation for 
each Common Share of Anglo-Canadian Pulp & Paper Mills Limited. In 
accepting this offer your Corporation subrogated itself in the guarantee of the 
Bond Interest and Preferred Dividends of Anglo-Canadian Pulp & Paper Mills 
Limited. To ensure the due carrying out of such agreement the majority of 
shares mentioned above are deposited, subject to reversion, with Montreal 
Trust Company. 

The Company’s Bank Loans at the end of the year stood at $14,558,000. 
During the current year, capital payments of $5,748,641.79 are required, of 
which $4,429,882.09 are on behalf of the Laurentide Company Limited. Your 
Directors, therefore, have deemed it necessary to authorize the creation of an 
issue of bonds on the property of the Laurentide Company Limited, which bonds 
have been made available for banking purposes. Your Corporation finds itself 
under the necessity of exerting every effort to conserve its resources. With this 
in view, steps have been taken to defer the dividends on the preferred stocks 
of subsidiary companies. 

It was with regret that your Directors accepted the resignation of Mr. 
George Chahoon, Jr., as President of the Corporation. We still have, however, 
the benefit of his experience as a member of the Board of Directors. 

Your Directors desire to record their appreciation of the services rendered 
by the staff and employees of all departments throughout the year. 

Submitted on behalf of the Directors. 

J. H. Gunpy, President. 
Montreal, February 27, 1931. 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 


For Preriop ENDED 31st DrecEMBER, 1930 


Profit and Income from Operations and Investments.................-..00:- $ 6,184,955 23 
Depvwct: 
Bond and Debenture Interest— 
OsIGn ame COMPANIES S cise ere be i maf cdo. es ss os $ 2,935,895 87 
Canada Power & Paper Corporation...........). 000.4 1,950, 289 01 
————_———_ 4, 886, 184 88 
—————-—$ 1, 298,770 35 
WHEREOF: 
Dividends Paid, Preferred and Common Subsidiary Companies......... $ 1,750,000 00 
Loss for period before Depreciation and Depletion...................... 451,229 65 


——$ 1,298,770 35 


CONSOLIDATED CAPITAL AND SURPLUS ACCOUNT 


For PerioD ENDED DEcEMBER 31sT, 1930 
CaPITaAL Stock: 


31st December, 1929, represented by................ 1,218,000 shares 
of No Par Value $19,465,408 79 
Issued for Anglo-Canadian Pulp & Paper Mills Limited— 
No) Bar Value Commontstocki se s8s.88 |... BOOMTOUr a 
————- 675,475 00 
1,521,750 shares .—————————$20, 140, 883 79 
(Camere NCSC sHGeobIReess sc coco 01 cc oc SCO CHRO an A SEMe UR Seb eu Oe H en icn Nitin ie 13,636,370 95 
$33,777,254 74 
SurRpuus: 


Balance at credit of Consolidated Surplus Accounts 3lst December, 
1929, and including surplus balances at date of acquisition of various 


on pa Nesey a ei. Biles che sccececeenelees $13, 236,393 37 
Depvwct: 
Interest and Expenses applicable to Capital Account...... $ 232,685 78 
PHOT VEATPANGITISHIMENGS En dejo ne coos ses re alee ese tie ee 138,147 68 
SSS 370,833 46 


$12,865,559 91 
Depuct: 
Net Loss for period transferred from Consolidated Profit 
and Loss Account before provision for Depreciation 


Ore Depletroneep ect seer. | Ab. igo ements HE enti. ies $ 451,229 65 
Provision for excess of book value of certain investments 
OVER Mem Kebivyaliess? vids. WERTERNS. 00. cee ce ces 4,717,795 31 
——————. 5, 169,024 96 
——————— _ 7, 696, 534 95 
Palancerancreart olstMecemiber, 1930), a iccrccrtcnee so cobs wee sees nee $41,473,789 69 


AUDITORS’ CERTIFICATE 
To THE SHAREHOLDERS: 


We have compared the attached Consolidated Statements as at 31st December, 1930, with the books 
of account and records of the Canada Power & Paper Corporation and its subsidiaries, including Anglo- 
Canadian Pulp & Paper Mills Limited, the majority of which shares have been escrowed and are subject 
to reversion in certain events. We have accepted the certified consolidated statements of Messrs. Riddell, 
Stead, Graham & Hutchison, Chartered Accountants, as regards Wayagamack Pulp & Paper Company 
Limited and its subsidiary companies. 

The pulpwood, stores, pulp and paper on hand are included in the inventories at not more than cost 
and have been certified to as to quantities and prices by responsible officials of the Corporation. The 
logging expenditures and improvement on account of future operations are also included in the inventory 
totals at depreciated values. 

No provision has been made for depletion or depreciation for the current period. 

We have obtained all the information and explanations required by us. 

We certify that, subject to the foregoing and the valuation of the shares and advances to associated 
companies, the attached Consolidated Balance Sheet and relative Surplus and Profit and Loss Accounts 
at 31st December, 1930, as signed by us are properly drawn up so as to exhibit a true and correct view of 
the state of affairs of the combined companies at that date, according to the best of our information, the 
explanations given to us and as shown by the books of account and records examined by us. 


P. S. ROSS & SONS, 
Monrreat, 19th February, 1931 Chariered Accounts. 
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CONSOLIDATED BALANCE SHEET AS AT 3ist DECEMBER, 1930 


Assets 

Cash on Hand and in Panks......... $ 826,228 52 
Accounts and Bills Receivable...... 4,777,125 02 
Inventories... 5/3545... 2 2. 4 eee 21,679,829 96 
Other Investment Securities at Mar- 

ket Values... oa) 6,381,042 66 
Montreal Trust Company—Employ- 

ees’ Stock: Pondx< (ite... c.- 0 cs 72,777 00 
Deferred;Gharges.:. : 322.6 tcce ces 571,846 14 
Shares in and Advances to Associated 

Companies! <22222 36.0 ee 6,240,479 64 
Real Estate, Plant and Machinery, 

Timber Limits, Organization Ex- 

penses, etc:. OY 44. (th CLE ces. 172,425,282 72 


$212,974,611 66 


Approved on behalf of the Board: 
(Signed) 


C. R. Wurrenead, Director. 
G. CHaHOoon, JR., Director. 


Liabilities 


Bank Loans—Secured under Section 
88 of the Bank Act and pledge of 
certain other Assets...) -:t:.22- 0! $14, 558,000 00 


Accounts and Bills Payable......... 3,316, 282 50 
Accrued Bond and Debenture In- 

terest and Minority Shareholders’ 

Dividends.:c:c6 ae see 2152, 25oe 
Accrued Preferred Dividends....... 224,000 00 
Montreal Trust Company—Secured 

Doan: i te a eee rere 557,948 20 
Capital Liabilities—of which $1,385,- 

000.00 due and paid January 2nd, 

1931 ees see ee eee 5,748,641 79 


Funpep Dest AND PREFERRED 
Srock oF: 
Subsidiary Companies: 
Bonds and Debenture Stock.... 59,295,705 00 
Preferred ‘Stock... . 2.203: 7738% 32,000,000 00 


Canada Power & Paper Corporation 
53% Collateral Trust Sinking Fund 
Gold Debentures, due 1958—in- 
cluding provision for balance of 


OX CHAI a ce.ocy oro: Grote toys a ee 35,466,700 00 
Reserves for Depreciation, Depletion 
and ‘Contingencies.|:~2« seit aae ok se 18,166,260 36 


Reserve for Belgo Canadian Paper 
Company Limited Common Stock 


not owned by the Corporation.... 15,000 00 


CaPpITAL AND SURPLUS: 
Represented by 1,521,750 shares of 
an authorized issue of 2,000,000 
shares of No Par Value Common 
Stock (including provision for 
balance of exchange) as_ per 
Schedule attached29.:2-2 22 -3-— 41,473,789 69 


$212,974,611 66 


Laurentide Company Limited—6% 
First Mortgage Gold Bond issue of 
$15,000,000.00 authorized 29th De- 
cember, 1930. 


ConTINGENT LIABILITIES: 
Notes of General Power & Paper 
Company Limited (owned joint- 
ly with Abitibi Power & Paper 
Company Limited) for purchase 
of Thunder Bay Paper Company 
Limited, endorsed for........... $ 5,348,588 01 


Dividends on Anglo-Canadian Pulp 
& Paper Mills Limited Prefer- 
ence Shares cumulative from 1st 


April, 1930, amounting to....... 420,000 00 
Bills undersDiscount-....0.2¢ acne 189,550 00 
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CANADA POWER & PAPER CORPORATION 
Report FOR THE YEAR ENDED DeEcEMBER 31sT, 1930 


Officers: Sir Herbert S. Holt, Chairman of the Board. J. H. Gundy, Presi- 
dent; George M. McKee, Senior Vice-President; C. R. Whitehead, Executive 
Vice-President; R. A. McInnis, Vice-President in charge of Operations; F. W. 
Clarke, Vice-President; G. Wilfred Hodgson, Secretary; D. L. Adams, Treas- 
urer; J. W. Hodgson, Assistant Treasurer; J. E. Ward, Assistant Treasurer. 


Directors: Geo. Chahoon, Jr., H. Crabtree, John Cowley, Edwin Hanson, 
F. J. Humphrey, Geo. M. McKee, G. H. Montgomery, K.C., The Viscount 
Egeneamere) ©. Howard Smith, A. Cross, F. W. Clarke, J. H. Gundy, Sir 
Herbert S. Holt, Hugh MacKay, K.C., C. B. McNaught, J...W.).Pyke,.F.. A. 
Sabbaton, C. R. Whitehead. 
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CANADA POWER & PAPER CORPORATION 


First AnnuAL Report 
To the Shareholders: 

On behalf of the Directors, I wish to submit the Annual Report for the 
year ended December 31st, 1928, with Consolidated Balance Sheet and Profit 
and Loss Account, as certified by Messrs. P. S. Ross & Sons, Chartered Account- 
ants, Montreal. ‘These statements embody the consolidation of the St. Maurice 
Valley Corporation, the Laurentide Company, Limited, and their subsidiaries. 
The operating profits, including income from Investments and general interest, 
were $5,376,585.07, and after deduction of Bond and Debenture Interests of 
$2,813,088.29, the balance was $2,563,496.78. From this there has been appro- 
priated the customary Depreciation and Depletion Reserves $1,332,404.75; paid 
for Preferred and Common Dividends of subsidiary companies $1,050,444, 
leaving a surplus available for the year of $180,648.03. 

Owing to over production and otherwise unsatisfactory conditions in the 
newsprint industry, the mills have been operated on a curtailed basis; this 
condition may be maintained until consumption and production become more 
nearly balanced. 

In August last, negotiations were concluded for the purchase of the Lauren- 
tide Power Company, Limited, by the Shawinigan Water & Power Company. 
Your Company’s interest in the Laurentide Power Company, Limited, consisted 
of 72,000 Shares of Laurentide Power Company, Limited, and a practically 
perpetual power contract. As results of this transaction, the power contract 
has been retained, the Company has received 79,200 Shares of Shawinigan 
Water & Power Company, and will shortly receive $10,800,000 cash. The effect 
of this transaction is reflected in the Balance Sheet which shows net current 
assets of $22,676,178.10. 

Your Directors have arranged for the exchange of the Company’s Common 
Stock interest in the Canada Paper Company for 20,000 shares of the Common 
Stock of Howard Smith Paper Mills, Limited, This was deemed advisable as 
the products of the Canada Paper Company are closely allied to those of the 
Howard Smith Paper Mills, Limited. 

During the year, your Company has acquired by purchase an additional 
amount of standing timber, estimated at approximately 1,000,000 cords. As 
this timber is adjacent to the mills and adjoins some of your other holdings, it 
is undoubtedly a valuable addition to your wood reserves. 

Your Directors desire to record their appreciation of the services rendered 
by the staff and employees of all departments throughout the year. 


For the Directors, 


GEO. CHAHOON, Jr., 
Monrtrrat, March 12th 1929. President. 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For YEAR ENDED DECEMBER 3157, 1928 


Gross'promt trom: @perations....2...- 7-40 eee sects ap nace tom brhee sins oxts At $ 4,839,871 21 
Income from Investments ‘and ‘General/Interest 4-7.) 9-60-4450 eee ee 536,713 86 


$ 5,376,585 07 


Depucr:— 
Bond and Debenture Interest: 
Belgo Ganadian Paper Company, imited..-.-... 545.42) e ee ee $ 546,120 60 
St. Maurice Valley:Corporation:. .2755 40.0 9) 682,968 29 
Canada Power & Paper Corporation, including dividend on minority 
shares of Daurentide Cos limited ae eer ee 1,584,000 00 
——————__ 2, 813, , 088 29 
$ 2,563,496 78 
WHEREOF: 
Depreciation and Depletion Reserves: ...4:4-. 642 ee eee eee 1,332,404 75 
Dividends paid: 
Preferred: 
St. Maurice Valley Corporation 7%.............. $ 700,000 00 
Belgo Canadian Paper Company Limited 7%..... 350,000 00 
——_——_-—— 1, 050, 000 00 
Common: 
Belgo Canadian Paper Company Limited, Minority Stockholders 444 00 


Surplus: (subject: to;Mederal Income) Gax)i i) sss ee 180, 648 03 
——————$ 2, 563, 496 78 


AUDITORS’ CERTIFICATE 
To THE SHAREHOLDERS: 


We have compared the attached Consolidated Balance Sheet as at 31st December, 1928, with the 
books of account and records of the Canada Power & Paper Corporation and its subsidiaries, with the 
exception of the Laurentide Company Limited, where we have accepted the certified statements of 
Messrs. Sharp, Milne & Company. We have obtained all the information and explanations required by 
us. 


The inventories, as certified to by your officials, have been incorporated in the statements as at 
31st December, 1928. 


Subject to the foregoing, we certify that, in our opinion, the Consolidated Balance Sheet and relative 
Profit and Loss Account as at 31st December, 1928, as signed by us, exhibit a true and correct view of 
the state of affairs of the combined companies as at that date, according to the best of our information, 
the explanations given to us, and as shown by the books of account and records examined by us 


Respectfully submitted, 
(Signed) P. S. ROSS & SONS, Chartered Accountants- 


MonrtreAt, February 21st, 1929. 
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CONSOLIDATED BALANCE SHEET, DECEMBER 31sz, 1928 


Assets 
Frxep: 

Real Estate, Plant and Machinery and 
Timber Limits, etc., and 20,000 Com- 
mon Shares no par value of Anticosti 
(Rorporatione occ ssc aes dee sc: « $82,659,428 82 

CuRRENT: 

Accounts and Bills Receiv- 

able, including amount 


due by Shawinigan 
Water & Power Co.....$13, 649,684 22 
Investments 7,807,764 00 
PR MENDORIOR oso ocic)- aiemocoiei 12,546,643 68 
—————_ 34, 004, 091 90 


Montreal Trust Company—Employees’ 


Stock St. Maurice Valley Corporation. . 306,525 02 


Weterned’ C@ hargessc.cccjscace se ciescee os sins 416,904 82 


Approved on behalf of the Board: 
(Signed) 
Gro CxHanoon, JR., President. 
A. Cross, Director. 


$ 117,386,950 56 


RIBRA—AA 


Liabilities 
Fixep: 
7% Cumulative Preferred 
Shares—$100 par. 
St. Maurice Valley Cor- 
poration (including $5.00 
2 Authorized and Is- 


833 


Nie) aaepesbom. aunoeoae $10,000,000 00 


Ralee Canadian Paper 
Company Limited Au- 
thorized and Issued..... 


First Mortgage Sinking Fund 
Gold Bonds 


St. 
poration. 
Authorized$15,000,000.00 


Maurice Valley Cor- 


Tesued: 
Series A, 
due 1945 9,999, 833 00 
6% L 
Redes 637,603 33 


Series B, 
to 1957- 
Belgo Canadian 
Paper Com- 
pany Limit- 


dan 
Issued. Re at, 000,000 00 
deemed.. 1,020,000 00 


5,000,000 00 


$15,000,000 00 


9,362,229 67 


2,000,000 00 


8,980,000 00 


Canada Power & Paper Cor- 
poration Gold Debentures. 
Authorized $100,000,000.00 
Issued: 53% Collateral 
Trust Sinking Fund, Lau- 
rentide Series, due 1958— 
including Reserve for bal- 
ance of exchange common 
shares Laurentide Com- 
pany bimipedss. 4 he 24. 


28,800,000 00 


49,142,229 67 


Capital" Liabilities Deferred. . os. sco. cos. « 5,766,000 00 
CURRENT: 
Bank Loans and Advances. 7,305,666 77 
Accounts and Bills Payable. 2,688,369 24 
Accrued Bond and Deben- 
ture Interest... 8.0. .%.a 1,144,877 79 
Accrued Preferred Dividends 189,000 00 


RESERVES: 
Depreciation, Depletion and 
Wontingente 4... 
Belgo Canadian Paper Com- 
pany Limited Common 
Stock not owned by St. 
Maurice Valley Corpora- 
HO Minedapede stata niedms sen 


Montreal Trust Company— 
Employees’ Stock Loan, 
St. Maurice Valley Corpor- 
ELON ses Nope eerie sarc crareimtorene eucie carat 


CapiTaL AND SURPLUS: 
Represented by 750,000 
shares no par value Com- 
mon Stock, of which688,000 
shares (including Reserve 
for balance of exchange of 
St. Maurice Valley Corpor- 
ation and Laurentide Com- 
pany Limited Common 
Shares) are issued and 
fullypaidvupss sso. ce ss cae 
General Reserve.......... 
Pront, and oss; 6... .5... 


20,100 00 


11,327,913 80 


8,207,852 86 


8,227,952 86 


306,525 02 


9,753,424 97 
13,536,370 95 
4,326,533 29 


27,616,329 21 
$117,386,950 56 
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CANADA POWER & PAPER CORPORATION 
REPORT FOR THE YEAR ENDED DECEMBER 31st, 1928 


Officers: Sir Herbert S. Holt, Chairman of the Board; George Chahoon, 
Jr., President; George M. McKee, Vice-President and Managing-Director; 
G. Wilfred Hodgson, Secretary-Treasurer; J. W. Hodgson, Assistant Secretary- 
Treasurer; R. W. Louthood, Assistant Secretary-Treasurer; J. I. Ward, Assist- 
ant Secretary-Treasurer, 


Directors: George Chahoon, Jr., J. H. Gundy, Sir Herbert 8S. Holt, G. H. 
Montgomery, K.C., Geo. M. McKee, F. A. Sabbaton, A. Cross, Sir Lomer Gouin, 
Edwin Hanson, C. B. McNaught, J. W. McConnell, W. E. Wilder. 


BANKING AND COMMERCE 835 


EXHIBIT 53 
PORT ALFRED PULP & PAPER CORPORATION 


Firra ANNUAL REPORT 
To the Shareholderss— 


On behalf of your Board of Directors, I submit herewith the Fifth Annual 
Report of the Corporation, with Balance Sheet and Profit and Loss Account, 
for the fiscal year ended December 31st, 1928, as certified by Messrs. P. S. Ross 
& Sons, Chartered Accountants, Montreal. The operating profits, for the year 
were $1,929,536.69 and after deduction of Bond and other interest, the usual 
allowances for Depreciation and Depletion of $1,251,274.51, the net operating 
surplus was $678,262.18. From this has been paid Preferred Dividends $420,- 
000.00, leaving a surplus for the year of $258,262.18. 

Owing to overproduction and unsatisfactory market conditions in the news- 
print industry the mills have been operated on a much restricted output, and 
full operation cannot be expected until consumption and production are more 
nearly balanced. 

The Mills and Property of the Corporation have been maintained in a high 
state of efficiency and are in condition to take advantage of maximum operation 
when conditions warrant. 


Respectfully submitted on behalf of the Board. 


Gro. M. McKenz, President. 
Monrtreat, March 12th, 1929. 


R2684—A24 
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AUDITORS’ CERTIFICATE 


To THE SHAREHOLDERS :— 


Gentlemen: 

We have compared the attached Balance Sheet as at 31st December, 1928, with the books of account 
and records of the Port Alfred Pulp and Paper Corporation and have obtained all the information and 
explanations required by us. 


The Inventories as certified by your officials have been incorporated in the statements as at 31st 
December, 1928. 


Mill Properties and Plant are shown at value as at 31st December, 1926 as certified to by H.S. Taylor, 
M.E.I.C., M.A.C.E., A.S.M.E., Consulting Engineer, Montreal, and the Timber Limits as certified to by 
Thomas Maher, B.A., Forestry Engineer, Quebec, with additions to date. 


Subject to the foregoing we certify that, in our opinion, the attached Balance Sheet and relative Profit 
and Loss Account as at 31st December, 1928, as signed by us, exhibit a true and correct view of the state 
of affairs of the Corporation as at that date, according to the best of our information, the explanations given 
to us and as shown by the books of account and records examined by us. 


Respectfully submitted, 


P.S. Ross & Sone, 
Chartered Accountants. 
MontreEat, March 6th, 1929. 
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PORT ALFRED PULP & PAPER CORPORATION 


Prorit anD Loss Account 
Year ended December 81st, 1928 


By Gross Profit from Operations 


Depuct:— 
Bond, Bank and other Interest 


WHEREOF:— 


Depreciation and Depletion Reserves 
Preferred Dividends Paid 


1,929,536 69 


818,376 35 
$ 1,111,160 34 


sébonncuedonmonsaadesace $ 432,898 16 


420,000 00 
258,262 18 
i al) SHE 


BaLaNceE SHEET AS AT DECEMBER 8187, 1928 


Assets 
Fixep:— 
Mill Properties, Plant and Equipment, in- 
cluding New Construction, Water Powers, 
Timber Limits and Leases and Equity in 
Housing Properties, etc., and 20,000 Com- 
mon Shares, no par value, of the Anticosti 


Gorporavions. = dots se re. elec keee $33,195,306 94 
CurRENT:— 
(CHR) AT a yn NT A on EE $ 163,053 05 
Accounts and Bills Receiv- 
BIS.) Sob siae deme mee Hara 849,582 05 
Investmentisy 433. luc. i. 1,638,947 00 
WVENLODICS itso chs sya oie 3,969,593 48 
Advance Stumpage.......... 26,000 00 
—————_ 6, 647, 175 58 


Weterned\@harges-h45).ur ois. £. isd oa Sas 69,705 10 


$39,912,187 62 


Audited and verified as per attached report, 


(Signed) P. S. Ross & Sons, 
Chartered Accountants. 


Liabilities 
Fixep:— 
7% Cumulative Preferred 
Shares, $100 par value 
Authorized, $6,000,000 


RET gaat een $ 6,000,000 00 
First Mortgage Sinking 

Fund Gold Bonds:— 

Authorized, $35,000,000 


Issued: 53% Series ‘‘A’’, 
due 1957 (including Reg- 


istered Debenture Stock)14, 999,667 00 $20,999,667 00 


CuRRENT:— 
Accounts and Notes Pay- 
ADIT Sere ect ace ae 1,453,735 47 
Banks oans 7h .02 258 942,000 00 
Accrued Bond Interest... . 


137,498 76 
————_ 2, 533, 234 23 


RESERVES:— 
Depreciation, Depletion 
and other Reserves....... 1,728,099 82 


CapitaL AND SuRPLUS:— 
Represented by 120,000 
Shares no par value Com- 
mon Stock issued and fully 
UE hye. oe ose s 13,113,661 07 
. 1,537,525 50 
——————_ 114, 651, 186 57 


$39,912,187 62 


oe 


Approved on behalf of the Board, 


(Signed) J. Hy Supe 


; Can) Directors. 
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PORT ALFRED PULP & PAPER CORPORATION 
AnNuAL Report FOR THE YEAR ENDED DecEeMBER 31sT, 1928 


Officers: Sir Herbert S. Holt, Chairman of the Board; George M. McKee, 
President; Arthur Cross, Vice-President; R. O. Sweezey, Vice-President; Alfred 
Wagner, Secretary-Treasurer; G. Wilfred Hodgson, Comptroller; J. W. Hodgson, 
Assistant Secretary-Treasurer; R. W. Louthood, Assistant Secretary-Treasurer; 
J. E. Ward, Assistant Secretary-Treasurer. 

Directors: Arthur Cross, J. H. Gundy, Sir Herbert 8. Holt, George M. 
McKee, E. A. Macnutt, R. O. Sweezey, C. E. Taschereau. 
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EXxuipit 54 
WAYAGAMACK PULP. & PAPER CO. LIMITED 


Directors: C. R. Whitehead, President and General Manager; James W. 
Pyke, Vice-President; Hugh Mackay, K.C., G. H. Duggan, Alex. Maclaren, 
Norman J. Dawes, J. Frater Taylor. 


Executive Committee: James W. Pyke, Chairman; Hugh Mackay, K.C., 
C. R. Whitehead; Geo. Henderson, Comptroller; D. L. Adams, Secretary- 
Treasurer. 


Manager: F. I. Ritchie. 
General Superintendent: R. Collins. 
Head Office and Works: Three Rivers, P.Q. 


REPORT OF THE DIRECTORS TO THE SHAREHOLDERS 
Three Rivers, P.Q., December 20, 1928. 


Your directors submit the sixteenth annual report of the company, together 
with balance sheet as at November 30, 1928, and profit and loss account for the 
year ended that date. 

The earnings for the twelve months, after making provision for income tax, 
but before providing for interest on bonds, depreciation on buildings and plant, 
and depletion of limits, amounted to $1,330,400.97. 

In March last the shareholders were given the right to purchase 33,333 shares 
of new stock of the company without nominal or par value, at the price of $60 per 
share. The proceeds of this issue will be used to retire the 64 per cent Five-Year 
General Mortgage and Collateral Trust Gold Bonds when due on January 1, 1930, 
and for general purposes of the company. 

During the year your company disposed of its Gaspe timber limits, and 
acquired another limit adjacent to your holdings on the Portneuf River, so that 
your company’s timber areas now consist of 1,121 square miles in the St. 
Maurice District, 553 square miles on the Portneuf River and a one-third interest 
in the Island of Anticosti. 

Your directors desire to record their appreciation of the faithful and efficient 
oe rendered by the officers, staff and employees of all departments throughout 
the year. 

The accounts have been audited by Messrs. Riddell, Stead, Graham & 
Hutchison, and their report is appended hereto. 


Submitted on behalf of the directors. 
C. R. WHITEHEAD, 


President. 
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WAYAGAMACK PULP AND PAPER COMPANY, LIMITED 


Batance SHEET As av 30TH NovemsBer, 1928 


ASSETS 
CuRRENT ASSETS: 
G@Asu. ON, HAND,.IN, BANE AND, Carr GANGS.) ofoacccee- . te cotisnehiaar $ 965,436 38 
Accounts AND Britis RECEIVABLE: 
Wess! Reserveitor Badiand Moubtinl Debts:.t.22... vee). feet 1,196,028 01 
INVENTORIES: 
Pulpwoodvand/Logerrrne+ . -erecugeen. > osbett . Ak. see $ 1,616,329 56 
Stores, Chemicalsiand: uel. gy). 3 cathe re aces 489,586 34 
‘Pulptand? Paper’: 8.085 oe PORE. Rr ete eae 83, 644 89 
Logging Expenses, Season 1928-29, including supplies at 
DGpOtS ee. oe ios ics coe oo ee Ce eee 179,045 02 
——_—_———._ 2,368,605 81 
——————$ 4,530,070 20 
ADVANCES TO THE ANTICOSTI CORPORATION... «cc -0ccs see oe eee ere eee 578,870 32 
INVESTMENTS, including 20,000 Shares of Common Stock of The Anticosti Corporation, 
carried at. $1 200 ccs oi oie Fc oS AP ae ep A ee ee ee eee 97,734 46 
InvestMENTS (Call Loans and Bonds) to retire 64% 5-year General Mortgage and Collateral 
Trust Gold Bonds; dueJanuary) Ist, 1930). 2455.) ee Sees eee tienes eee eee 1,500,000 00 
INVESTMENTS held) by nustee or burst) Monteage Isond seen o4465 6s oe eee ee aoe see 100,971 10 


Loans To Wayagamack News Limitep: 
Secured by $1,500,000 63% 15-year Second or General Mortgage Bonds, 


due 19402 Oks, Weebl SEI OE TIE OG NING. Psat L Oe a Cree $ 1,350,000 00 
A dditionalelioanss: 55 oe esos aie eR Gee One eee eee 331,447 50 
———_———— 1, 681, 447 50 
Frxep ASseEtTs: 
Buildings, Plants, Machinery, Property, Real Estate, Limits (Less allowance for 
Depletion) and prepaid Stumpage: 4s: c.ck ee. ee hoe ee a es eee 12,421,820 54 


$20,910,914 12 


Signed on behalf of the Board: 
Jas. W. Pyke 


ot Macey) Directors. 
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WAYAGAMACK PULP AND PAPER COMPANY, LIMITED 


Batance SHEET AS At 30TH NovEMBER, 1928 


LIABILITIES 

Current Liabilities: 
Accounts PAYABLE, ACCRUED CHARGES, AND PROVISION FOR INcoME Tax.$ 1,375,001 54 
AGRI E DM UnLGLe SOUP ONCE RE OME AR Ses ccs cc se cf ccise cach icesescdseccesee cs 121,739 00 
AccRUEDMInterest onsNewAStock Payments p<. e.. > fo rvivs cidesine cles. asia oats 33,875 56 
IDivideng NO; low payable, Mecemiber list, 1928 .......6.<...:..--ees +. +08. 75,000 00 


$ 1,605,616 10 
Bonps, 6% 40-YrAr First Morraace, Due 1951: 
PATH O MIZE CMAN CMUSS UOC suet pe eiseseoicsca 8 «lee vaieney ous shaichoyih eaeboisl« « &, Ae secscclosese ouch $ 5,000,000 00 


Less: Bonds Redeemed and Bonds Cancelled for Sinking Fund............ 944,300 00 
———————_ 4, 035, 700 00 
Bonps, 63% 5-YEAR GENERAL MortrGAGE AND COLLATERAL Trust GoLp 
Bonps, Due 1930: 
Atituhonizedeund@lssuedy. emciien . cha sek. . Sisal hs ck ce eee Mess Biel oie cuiditetoioh Sass alas ave clble alate 1,500,000 00 
CaPItaL: 
AvTHORIZED: 250,000 Shares without nominal or par value. 
[SSD RAND SH otmyelATD 100,000 Shiaress tmsnck . kc. devawliesse « de scien ole $ 5,000,000 00 
Pav IMents; Hecelyed On)ACCOUDL OL co, oa) SDAares..... o ..+ wcees qcus tas tae 1,572,315 00 
—————__ 6, 572, 315 00 
RAM Re KOR MORE MCTATION VAIN SUNKEN G: JUN)... 6.0 sips og eccceieque eine sinapnings o age ure sprye aieqeye ogee 2,615,314 70 
(Ghaisporey, . Jaeei iol ae a ek ee ee ee ee eee 1,100,000 00 
Prorit AND Loss Account: 
Balanceras aveotny November, W9atelsea. meager. oid. sect ..bexkieenl. «2k $ 2,990,589 13 
Add: Profit from operations after providing for Income Tax$ 1,330,400 97 
Weductawsondi Interest. .-.-.0.-.-.0-.02..05%. $ 344,870 00 
Wepreerations. 1... i209. Sonne 160,000 00 
IDS DIE COULOn Mm tS i spicfe Stcmat «tae 79,053 98 
aa 583,923 98 
746,476 99 
Add: Prot iromyssles,of Capital Assets..... 0050... a+ 624,902 20 
1,371,379 19 
Deduct: 
Transferred to General Reserve............ $ 600,000 00 
DividendsiNol2to Noe. 1535. 25. see. 300,000 00 
———$ 900,000 00 
rs 471,379 19 
—————_——— 3,461,968 32 


$20,910,914 12 


Note.—Wayagamack Pulp & Paper Co., Ltd., have guaranteed the outstanding £392,300 5% Guaranteed 
Debenture Stock of Wayagamack News, Limited, and have undertaken to lease and operate the 
plant of Wayagamack News, Limited, for a period of fifteen years from January, 1926. 


Contincent Liasriities $150,000 00 


MonrreEat, 12th December, 1928. Verified as per our Report of this date. 


RIDDELL, STEAD, GRAHAM & HUTCHISON, C.A. 
Auditors. 
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80 St. Francois Xavier St., 
Montreal, 12th December, 1928. 


Tuer PRESIDENT AND SHAREHOLDERS, 
WAYAGAMACK PULP & PAPER COMPANY, LIMITED 


We have examined and audited the books and accounts of the Wayagamack 
Pulp & Paper Company, Limited, for the year ended 30th November, 1928, and 
report as follows: 

The inventories of pulpwood and logs, stores, coal, pulp and paper on hand 
have been valued at not more than cost and have been certified correct as to 
quantities and prices by responsible officials of the company. 

We certify that we have obtained all the information and explanations we 
have required, and that, in our opinion, the accompanying balance sheet as at 
30th November, 1928, is properly drawn up so as to exhibit a true and correct 
view of the state of the company’s affairs, according to the best of our informa- 
tion and the explanations given to us, and as shown by the books of the company. 


RIDDELL, STEAD, GRAHAM & HUTCHISON, 


CHARTERED ACCOUNTANTS, 
Auditors. 
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EXuHIsIT 55 
Sl. MAURICE VALLEY CORPORATION 


Seconp ANNUAL REPORT 
To THE SHAREHOLDERS :— 


I have pleasure on behalf of your Directors, to submit the Second Annual 
Report of the Corporation, covering the year ended December 31, 1927, with Con- 
solidated Balance Sheet and Profit and Loss Account as certified by Messrs. 
P. S. Ross & Sons, Chartered Accountants, Montreal. The consolidation 
embodies your Corporation, Belgo Canadian Paper Company Limited and 
Canada Paper Company. The operating profits were $4,689,673.58, and after 
deduction of Bond, Bank and other Interest of $1,397,708.69, the balance was 
$3,291,964.89. From this there has been appropriated for Depreciation and 
Depletion Reserves $1,243,384.52; paid for Preferred Dividends of the various 
Corporations, and Common Dividend to Belgo Canadian Paper Company 
Limited Minority Stockholders $1,030,815.09; leaving a surplus available for 
the year of $1,017,765.28. 

Production for the period was as follows:— 


Tons 
INGwspbimters ek ee. 226,203 
TkGrayty BUND) Sy eee bo eg eo eee 18,283 
\WPQIOGTIS Oe G ei ey eee ay. ee 6,489 
Boowmanda Wiring apers.. .t ...)) yu... 3,900 


in addition to which other specialties were made at the Mills of the Canada 
Paper Company. 

The construction work carried out in 1926 at the Shawinigan Falls Mill 
was permanently financed during the year by the issue of 54 per cent Bonds 
and 7 per cent Preferred Stock. 

During the year your Corporation added to its Timber Reserves by the 
purchase of Les Escoumains Limits, estimated to contain 1,500,000 cords of 
pulpwood. 

Since the closing of the fiscal period the holders of the no par value Com- 
mon shares of your Corporation have been offered an exchange of securities 
by Canada Power & Paper Corporation on the basis of two and one-half (24) 
shares of the no par value Common shares of the new Corporation for each 
share of your Corporation. The offer is earnestly recommended by your 
Directors. 

It is with pleasure that your Directors desire to record their appreciation 
of the faithful and efficient services rendered by the staff and employees of all 
departments throughout the year. 


Respectfully submitted on behalf of the Directors. 


H. 5. HOLT, 


President. 
Monrreau, February 21, 1928. 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 


For YEAR ENpDED DrEcEeMBER 31sT, 1927 


GrossyProfit,from Operations. ...0.08.0 soe aoe ee eee $ 4,689,673 58 
DeEpouct:— 
Bond, Bank and other Interest: 
St: Maurice Valley. Corporationicceccoac oe eee ee ee Cy aly ebs) GY) 
Belgo Canadian Paper Company, Limited 560,355 00 
Canada Paper Company: 12%. 49202 22) SARE Ee Yea a eee 120,000 00 
———_———__ 1,397,708 69 


$ 3,291, 964 89 


WHEREOF: 
Depreciationiand Mepletion Mesegvesas:¢-s.secee cee eee eee eee $ 1,243,384 52 
Dividends Paid: 
Preferred: 
St. Maurice Valley Corporation 7%..............- $ 591,098 09 
Belgo Canadian Paper Company Limited, 7%... . 350,000 00 
@anada, Paper Company io- « etc oh oes 87,500 00 
————__———_ 1, 028,598 09 
Common: 
Belgo Canadian Paper Company Limited, Minor- 
ity, Stockholders.uc cio accu see eee 2,217 00 
Surplus (subject to Federal Income Tax)................. 1,017,765 28 
: ——————$ 3, 291, 964 89 


SS 
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ST. MAURICE VALLEY CORPORATION 
Consolidated Balance Sheet, December 31st, 1927 


ASSETS 


Frxep:— 
Real Estate, Plant and Machinery and 
Timber Limits, etc., and 20,000 Com- 
mon Shares no par value of Anticosti 
TOTPOLALION geo ee «6 wisi «c'seiee See $45,915,719 53 


CuRRENT:— 
BS esi els cicicimecineleine $ 1,284,013 00 
Accounts and Bills Receiv- 
.. 1,809,067 88 


438,442 31 
7,832,889 93 
26,000 00 


Investments. 
Tnventories ... 55. «5 ae 
Advance Stumpage.......... 


Fixep:— 

7% Cumula- 
tive Prefer- 
Shares—$100 
par. 

St. | Maurice 
Valley Cor- 
poration (in- 
cluding $5.00 

w 


LIABILITIES 


par) A 
thorized... .$10,000,000 00 
$10,000,000 00 


Belgo 
dian Paper 
Company 
Limited 
Authorized. 


11,390,413 12 
679,920 00 
361,775 29 


Montreal Trust Company—Employees Stock 
Dererred CHAECES ios 5s eden bites 5,000,000 00 


Tssued....:.: . 5,000,000 00 


Canada Paper 
Company 
3,000 000 00 


Authorized. 
1,250,000 00 
——————$16, 250, 000 00 


VESTS] 0 eet 


First mortgage 
Sinking 
Fund Gold 
Bonds 

St. | Maurice 
Valley Cor- 
poration. 
Authorized. 

$15,000,000 00 


9,999,833 00 
e- 
414, 103,33 


9,585,729 67 


iY Vane apen 2,000,000 00 
Belgo 
dian Paper 
Company 
Limited— 
6% due 1943. 
Authorized. 
$10,000,000 00 
Issued, 4... ..- 10,000 000 00 
deemed... 776,000 00 
a _ 2PD) O) 
Canada Paper 
Company 
6%—due 
1945—Au- 
thorized.... 
$5,000,000 00 


2,000,000 00 
Less: Re- 


deemed. 82,400 00 
———— _ 1,917,600 00 
———————_ 22, 727, 329 67 
CuRRENT: 
Accounts and 
Bills Pay- 


Accrued Bond 
Interests... . 
Accrued De- 
ferred Di- 
vidends..... 


1,946,725 11 
362,373 30 


189,000 00 


Belgo Mi- 
MOKMV/a5 4 84 504 00 


2,498,602 41 
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ST. MAURICE VALLEY CORPORATION 
Consolidated Balance Sheet, December 31st, 1927—Concluded 


ASSETS LIABILITIES 


Reserves: 
Depreciation, 
Depletion 
and Contin- 
gents ue. . 2,581,057 58 


dian Paper 

Company 

Limited 

Common 

Stock not 

owned by 

Corporation. 33,600 00 


Montreal Trust 
Company 
Employees 
Stock Loan 679,920 00 


2,614,657 58 


Capital AND SURPLUS:— 
Represented 
by 500,000 
shares no 
par value 
Common 
Stock of 
which 160,- 
000 shares 
are issued 
Approved on behalf of the Board. and fully 
(Signed) paid up 11,529,685 15 
Profit and Loss 
H. S. Hott } Account..... 2,047,633 13 
A. Cross Directors, ——_——_ 13,577,318 28 


$58,347,827 94 $58,347,827 94 


To THe SHAREHOLDERS of St. Maurice VALLEY CORPORATION, 


Gentlemen: AUDITORS’ CERTIFICATE 


We have compared the foregoing Balance Sheet as at December 31st, 1927, with the books of account 
and records of the St. Maurice Valley Corporation, together with the Belgo Canadian Paper 
Company Limited, and Canada Paper Company (Head Office) for the year ended December 81st, 1927, 
and have obtained all the information and explanations required by us. 

The Inventories have been certified to by your officials, and we have accepted same as a basis for 
incorporation in the statements as at December 31st, 1927. Messrs. Fred Page, Higgins & Co., C. A., 
Toronto, have certified to the correctness of the statements of the Canada Paper Co., Kilgour Division. = 

Subject to the foregoing, we certify that, in our opinion, the Consolidated Balance Sheet and relative 
Profit and Loss Account as at December 31st, 1927, exhibit a true and correct view of the state of affairs 
of the combined companies as at that date, according to the best of our information and explanations 
given to us and as shown by the books of account and records examined by us. 


Montreal, February 21st, 1928. 
(Signed) P.S. ROSS & SONS, Chartered Accountants. 


ST. MAURICE VALLEY CORPORATION 
Report for the year ended December 31, 1927. 


Officers: M. B. Wallace, Chairman of the Board; Sir Herbert S. Holt, 
President; George M. McKee, Vice-President and Managing Director; A. Cross, 
Vice-President; J. H. Gundy, Vice-President; T. T. Waller, Vice-President; 
G. Wilfred Hodgson, Secretary and Treasurer; R. W. Louthood, Assistant Sec- 
retary-Treasurer; J. W. Hodgson, Assistant Secretary-Treasurer. 

Directors: A. Cross, J. H. Gundy, G. H. Montgomery, K.C., C. B. Mc- 
Naught, T. T. Waller, Francois Faure, Sir Herbert 8S. Holt, George M. McKee, 
M. B. Wallace, T. A. Wark. 
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E}xursit No. 56 
LAURENTIDE COMPANY LIMITED 


ANNUAL REPORT FOR THE YEAR ENDED JUNE 30TH, 1927 


To the Shareholders: 

The profits for the year ended June 30th, 1927, were $2,776,067.25. After 
deducting interest and other charges amounting to $313,351.95, and reserves for 
taxes, depreciation and depletion, amounting to $715,225.02, there is a net profit 
of $1,747,490.28. 

The Mills have operated during the year with a curtailed production, and 
the contract price for newsprint has been lower. 

The Company has acquired full ownership of the Menjobagues Lumber 
Company, Limited, and purchased the Perthius Seigniory, thus materially 
increasing its timber resources. 

The Company has also completed a new steam plant for the use of pulver- 
ized fuel which is now operating with reduced steam costs. 


For the Directors, 


GEORGE CHAHOON, Jr,, 
President. 
Monrrea, August 8th, 1927. 
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LAURENTIDE COMPANY LIMITED 
Prorit anpD Loss Account 
Year ended June 30th, 1927 


Profits from Newsprintand! @ardiboards.. 40. .6c-) gas 1c Maes ye ee $ 2,317,025 31 
Miscellaneolis Profits. 02. 0ccc000s 0200108 ee 78,348 94 
Income from Investments... 0/5... eG ee ee es eee 380,693 00 
$ 2,776,067 25 
Depuct:— 
Interest and. Other Chargestc (noo. aoe. ee, ee $ 313,351 95 
Taxes, Depreciation/and) Wepletion...40).:... 55.) eee eee 7155225) 02 
—————__ 1, 028, 576 97 
Profits‘for Wearinn sn. eee oe ee ec ae ee $ 1,747,490 28 
To Dividends as follows:— 
Octoberiist L9G ee eee ee i ee ee $ 432,000 00 
Januanye2ndy 1927 i. co. oe. o eide oie cc Ae 432,000 00 
April 8rdg19 2 ie clk) ia gene): erseecoeny: quae a Wee ee ee 432,000 00 
July: QM OTe voce sires occ ee ere he One eg OME ce cr crete 432,000 00 
——————___ 1, 728, 000 00 
Carried. into, Surplus—Balance. seq) «ee. ee $ 19,490 28 
BaLaNCE SHEET AS AT JUNE 80TH, 1927 
Assets Liabilities 
Fixep:— Common Stock:— 
Mills, Buildings, Plant and Authorized 23 asuaes. a $35,000,000 00 
Machinery, Timber Limits 
and Real Estate.......... $28, 633,288 24 
Less:— Lrss:— 
Reserve for Depreciation missed?) 4) fis. eee 6, 200,000 00 
and Depletion..........:.. 4,387,673 45 —————— $28, 800,000 00 
24,245,614 79 
Investment in The Menjo- CurRENT:— 
bagues LumberCompany, Common Stock Dividend 
Limited (fully owned Sub- COUTESA SL e's is BRE eee $ 432,000 00 
SIGIATY) see c co eee eee 1,051,922 08 Accrued Wages’. .2-05. 00000 60,836 47 
——————— $25, 297,536 87 Bank of Montreal........... 1,210,754 70 
CuRRENT:— Aceounts Payable........-0: 1,219, 737 63 
Investmentstine ese $ 4,654,835 72 iBillsyPavableyace sc ss5 4. © 55,875 00 
@ashvon Mandeep eee 30,785 68 Unpaid Dividends.......... 11,334 50 
Accounts and Bills Receiv- Reserve for Income Tax..... 234,625 85 
able eee yee 730,611 92 ——————__ 3, 225, 164 15 
Logs and Logging Supplies.. 3,164,829 78 
Mill Supplies................ 607,526 24 
Miscellaneous Merchandise. . 91,354 98 Contingent and Miscellaneous Regerves..... . 265,371 06 
———————__ 9,279, 944 32 Surplus as at June 30th, 1926$ 2,467,964 71 
Insurance Premiums Unexpired.............. 76,145 33 Surplus for year. 0:4... .- 19,490 28 
Deferred Charges to Operations............. 124,363 68 —————— _ 2,487,454 99 
$34,777,990 20 $34,777,990 20 


Indirect Liability for Customers’ Paper under Discount, $29,708.99. 
Contingent Liability for Guarantee of Bonds of Laurentide Power Company, Limited, $1,510,000.00. 


Approved on behalf of the Board, 


Epwin Hanson, . 
-ctors. 
Gero. H. Montcomery, Directors 


Avpirors’ CERTIFICATE 


We have examined the books and accounts of Laurentide Company, Limited, for the fiscal year ended 
June 80th, 1927, and have received all the information and explanations we have required. We certify 
that, in our opinion, the foregoing Balance Sheet is properly drawn up so as to exhibit a true and correct 
view of the affairs of Laurentide Company, Limited, according to the best of our information, the explana- 
tions given to us and as shown by the books of the Company. 


SHarp, Minne & Company, 
MontreAt, August 6th, 1927. Chartered Accountants. 


BANKING AND COMMERCE 849 


LAURENTIDE COMPANY LIMITED 
ANNUAL REPORT FOR THE YEAR ENDED JUNE 30TH, 1927 


Officers: George Chahoon, Jr., President; Charles R. Hosmer, Vice-Presi- 
dent; Louis Armstrong, Treasurer; William F. Robinson, Secretary; F. E. 
McNally, Asst. Secretary. 

Directors: George Chahoon, Jr., Sir Vincent Meredith, Bart., F. A. Sab- 
baton, Geo. H. Montgomery, K.C., Charles R. Hosmer, Edwin Hanson, Com- 
mander J. K. L. Ross, Sir Lomer Gouin, K.C.M.G., J. M. McConnell. 


EXHIBIT 57 
BHuGO, CANADIAN PAPER COMPANY LIMITED 


ANNUAL REPORT FOR THE TWENTY-ONE MontH Periop Aprit ist, 1923, To 
DECEMBER 31sT, 1924 


To the Shareholders: 

I beg to present the first annual report of your Company covering twenty- 
one months of operation, from April 1st, 1923, to December 31st, 1924. The 
profits for the period were $4,173,285.85, which, after making reserves for 
Depreciation and Depletion, and Taxes amounting to $1,088,886.94, Bond Inter- 
est of $742,500 and making a reserve for Sinking Fund of $240,000, leaves the 
sum of $2,101,898.91. Dividends of 7 per cent on the Preference Stock were 
paid amounting to $420,000 and on the Common Stock for the final quarter 
at the rate of 6 per cent per annum amounting to $127,500. This leaves at the 
credit of Surplus Account $1,554,398.91. 

The Company’s Fixed Assets were increased during the period by $1,961,- 
625.52, the Timber Resources being added to and the Mill Capacity being in- 
creased to 375 tons, 


Respectfully submitted, 
H. Brermans, President. 


82684—54 
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BELGO CANADIAN PAPER COMPANY, LIMITED 


Batance SHEET DEcEMBER 31sT, 1924 


ASSETS 
FixEp— 
Property, Real Estate, Plant— 
Machineryvand Timber cuaimats. fa) its 48 os eae ee 5d 8 ea $20,192,978 11 
CuRRENT— 
Gash‘on hand‘and-in' Banks £3)16 7 Seis... fr ® $ 145,873 05 
Accounts;and, Bills Receivables 6. 7 # cent ee. . - qa ae 1,123,916 21 
Investnientssyi 225) es pe ee ee ee ene ys res ere ea nee 405,452 25 
Pulpwood:and*Wogeing Supplies... ys “Lis P9846 5757 06 
Mill Supplies and finished’ Products). 2 5 (4) oe) 2 ee 480,382 83 
————$ 5, 140, 199 40 
Deferred Charges to Operations} 444. Fi Septet). eo). reser 127,159 95 


$25,460,337 46 


CERTIFICATE 


We have received all the information and explanations we have required and certify that, in our opinion, 
the above Balance Sheet is properly drawn up so as to exhibit a true and correct view of the affairs of 
Belgo Canadian Paper Company, Limited as at December 31st, 1924, according to the best of our inform- 
ation, the explanations given us and as shown by the books of the Company. 


SHARP, MILNE & COMPANY. 
Chartered Accountants. 
Montreal, February 23rd, 1925. 
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BELGO CANADIAN PAPER COMPANY, LIMITED 


Batance SHEET, DeceMBer 31sr7, 1924 


Carita, Stock— 
Preferred 7% Cumulative...... 
essimissued:s. m8. e.. 


(@ommon yee kee 


LIABILITIES 


© ORE 0 HOMIE NE oe See eee Ee See me $ 5,000,000 00 


a, oid ata olsen teeip AN clea eran Pareae anion 1,000,000 00 


$ 4,000,000 00 


Sob Ooh Oo HA OPE Orme Coectn anotiC are ear 8,500,000 00 
—————$12, 500, 000 00 


Bonps—6% First Mortgage Twenty Year— 


Sinking Fund Gold Bonds— 


PATE MORIZCC Yee es hh, es A ee, $10,000,000 00 
SSCP ea ee ce ee $ 8,000,000 00 
MECRS VECO KINGC Eien iene Re ee a aus ou monatapeuen’ 165,000 00 
——————— __ 7,835,000 00 
CuRRENT— 
Ne@owuianiss Ghael WE ERE cb ad 6a) Senn ORR Aen anne ae © Sileosm 02 
BeleranvlndustrialnG@ommpanyalaimited qos. 5. fi. ese sae sane toes 591,416 70 
ANGGRUGOLAW ECE paadduisate «cn ch cb 0 Cee ine, cele a ereel aan HEARS eae see meee 43,953 34 
Bond iinterestapayable January.2nd 192525.) 0 ei, ee. 240,000 00 
ipreterred IOivigend payable January, 2nd L925: esc cer oa se cards. = ees 70,000 00 
Common Divadendipayable January 10th, 1925)... 7.0.4 ..........-.. 127,500 00 
———————. 1,944,457 06 
nllsipavablekon limiitesspunchased wastes. Se RE Sai NT Rees ee. . 133,333 33 
RESERVES— ‘ 
Wepreciation ands Depletionan. Ay wees ke os oe VER $ 864,689 24 
(oninenis aeer renee ame Py ade hee PE PM oc ee od 388,458 92 
(Sita Perinree. Ehime] ih eet nara Re oer eee ee ee one 240,000 00 
————__———_ 1, 493, 148 16 
SORPUTE, eee Ce ee ee ee ee eee ee ree oe 1,554,398 91 
$25,460,337 46 
Approved on behalf of the Board 
F, Faure, 
Director. 
J. W. Ross, 
Director, 
82684—543 
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BELGO CANADIAN PAPER COMPANY, LIMITED 


Provir anp Loss Account 


April 1st 1923 to December 31st, 1924 


Profitsitrom Newsprint | Sulphite and Groundiwoods..94 gee .$ 4,005, 210 33 
Profits from Miscellbndoush. 28. heres cee aaa ire ee a 168,075 52 


$ 4,173,285 85 


Derpvuctions: 
Reserve for Depreciation, Depletion and ‘Daxes..........)0).5)-50 ee $ 1,088,886 94 
Bond" interesty ose eo te Oe eee 742,500 00 
Sinking Funds: oe0 oP ee a Pe ee ee 240,000 00 


2,071,386 94 
2,101,898 91 


DivipENDS ON PREFERRED Srock:— 


October lst goa a eee $ 70,000 00 

January 2nd O24 se ee ee ee 70,000 00 

April list; (O24 eee ae ee eee 70,000 00 

July 2nd, 1924 70,000 00 

October Ist, 1924 70,000 00 

January 2nd, 1925 70,000 00 
—————$ 420,000 00 


DiviEND on Common Srock:— 


January, 10th, 1925.77. ooo eee coe ec ee, en ee 127,500 00 
——- 547,500 00 
Surpluses iis eisai tte alot ats ae ee eae ea $ 1,554,398 91 


Exuisir 58 (a) 
MONTREAL TRUST COMPANY 
EXEcuTors AND TRUSTEES 


Monrtreat, October 7th, 1929. 
To the Holders of Common Shares of 

Port Alfred Pulp & Paper Corporation: 

Further to our letter to you of September 26th, 1929, in which, at the request 
of Canada Power & Paper Corporation, we submitted an offer of Exchange 
to you on their behalf, please be advised that for each certificate for common 
shares of Port Alfred Pulp & Paper Corporation so deposited a Deposit Receipt 
of the undersigned negotiable in form will be immediately issued. 


Yours truly, 
MONTREAL TRUST COMPANY, 


F. G. Donapson, 
General Manager. 
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Exuipit 58 (b) 
MONTREAL TRUST COMPANY 


EXECUTORS AND TRUSTEES 


Monrrear, September 26th, 1929. 
To the Holders of Common Shares of 
Port Alfred Pulp & Paper Corporation: 


Pursuant to the letter addressed to you by Geo. M. McKee, Esq., President 
of Port Alfred Pulp & Paper Corporation under date of September 24th, 1929, 
reporting the decision of Canada Power & Paper Corporation to make an offer 
for the outstanding Common shares of your Corporation, which offer has been 
considered and recommended for acceptance by the Directors of your Corpora- 
tion, we have been requested by Canada Power & Paper Corporation to submit 
on its behalf to each holder of Common shares of Port Alfred Pulp & Paper 
Corporation, the following offer:— 

In exchange for each Common share of Port Alfred Pulp & Paper Cor- 
poration, the certificate for which is deposited for transfer, duly endorsed, as 
hereinafter provided, to give:— 

Two and three quarters (23) fully paid shares without nominal or par 
value of the capital stock of Canada Power & Paper Corporation. 

This offer is made subject to the following terms and conditions:— 

(1) Acceptance can be made by you in respect of Common shares of Port 
Alfred Pulp & Paper Corporation only by the deposit within the delay men- 
tioned below with the undersigned, Montreal Trust Company, at Montreal or 
Toronto, Canada, of the appropriate stock certificate or certificates for such 
shares duly endorsed in blank for transfer. 

(2) This offer may be accepted by you until, but not after, the 9th day 
of November, 1929, and no deposit of certificates for Common shares of Port 
Alfred Pulp & Paper Corporation will be accepted by us after that date, the 
whole, however, subject to the right of Canada Power & Paper Corporation, in 
its discretion, to extend the delay for acceptance in any individual case or cases. 

(3) Against your deposit as above provided of certificates for Common 
shares of Port Arthur Pulp & Paper Corporation, we shall deliver to you as soon 
as possible a certificate or certificates for fully paid and non-assessable shares 
without nominal or par value of the capital stock of Canada Power & Paper 
Corporation equal in number to two and three-quarters (23) times the number 
of Common shares of Port Alfred Pulp & Paper Corporation represented by 
the stock certificates so deposited, exclusive, however, of any odd quarter and/or 
half shares to which you may be entitled, in respect of which a special bearer 
certificate or certificates of the undersigned, Montreal Trust Company, will 
concurrently be delivered. Each such special certificate will provide that, upon 
presentation and surrender thereof to the undersigned, accompanied by one 
or more similar certificates representing sufficient fractions to make up one full 
share, the bearer will receive a stock certificate for one fully paid share of 
Canada Power & Paper Corporation. 

(4) Shareholders who wish to forward by mail their certificates for Com- 
mon shares of Port Alfred Pulp & Paper Corporation are advised to use the 
registered post for their own protection. If so requested by a depositor, the 
undersigned will forward to such depositor, as soon as available, by registered 
letter the certificates referred to in Clause (3) above but in every such case 
delivery of such certificates shall be deemed to have been made to the depositor 
concerned as soon as such letter has been mailed. 

Yours truly, 


MONTREAL TRUST COMPANY, 
F. G. Donatpson, 
General Manager. 
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EXHIBIT 58 (c) 
FORM OF SHAREHOLDER’S LETTER 


, 1929. 
To 
MONTREAL TRUST COMPANY, Montreal, Canada. 
Toronto, 
Dear Sirs:— 


In evidence of acceptance of the offer made by you on behalf of Canada 
Power & Paper Corporation in your letter of September 26th, 1929, I enclose 
herewith Certificate(s) as shown below, duly endorsed in blank for transfer, 
fOr a ee eee common shares of Port Alfred Pulp & Paper 
Corporation. 


Will you kindly forward by registered mail, as soon as available, the 
certificate(s) to which I am entitled. 


Sienaturest. ou) .a% 19ekte Be Bee 
Address cs «ad -capp adl- sda. oneeteeeek . 4 8 


Certificate Numbers Number of Shares 


pielelc © aie p oe bleye a jele ob le cele oleiese pc pie eile) elit g Po gwhia lees ein if nhs oP eho =| sw kel = Vohtoliniiahia|tsllisle) aliwiteieR@ emai 
we em rece ne teem tee ewe ween ee ese wee ys Mites bide of uhae te tiie hie) ol = lol phot ma elkahel tel ine) ialiee ee ee 


o ete diciele plore celal wis ei mip cic ice cp elej siecle of) ¥ YA f) pibelle gates pi.) fof. Sf eget io| sine Haliat so ikeliel ie) (0) isin =i”) 


Norr:—This form is provided for use by shareholders who desire to for- 
ward their stock certificates by mail. 


In any case where a stock certificate has been endorsed by attorney, it 
must be accompanied by the Power of Attorney, under which such attorney acts. 


The signature of any female shareholder should be accompanied by the 
notation “widow,” “wife of ” or “spinster” as the case may be, and, 
in the case of a married woman whose matrimonial domicile is in the Province 
of Quebee or in France, her husband must sign the endorsement under the 
words “To authorize my said wife” or words to similar effect. 


Stock certificates in the name of a deceased person must be endorsed by 
whoever represents the Estate of the deceased and should be accompanied by 
a certified copy of the Will of the deceased and of Probate (or an authentic 
copy of the Will, if executed in Quebec before a notary) or by a certified copy 
of the Letters of Administration and by the appropriate Succession Duties 
Certificate of the Province of Quebec and Certificate of Death. If these docu- 
ments have previously been filed with us as Transfer Agent of Port Alfred Pulp 
& Paper Corporation it will not be necessary to supply another set but explicit 
particulars of the time when and circumstances under which these were filed 
should be supplied so that we may locate them and satisfy ourselves as to 
their sufficiency. Executors or other legal representatives of an Estate without 
power of sale will require to obtain appropriate authorization to make this 
exchange and to submit evidence to that effect. 
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Exursir 58 (d) 
Address all Communications to the Corporation 
PORT ALFRED PULP & PAPER CORPORATION 
P.O. Box 369, Montreal, P.Q., Canada 


Head Office: 


Room 224, Canada Cement Company Bldg. 
Montreal P.Q. Mills at Port Alfred, P.Q. 


To the Holders of Common Shares of 
Port Alfred Pulp & Paper Corporation. 


An offer is being made by Canada Power & Paper Corporation for the 
whole of the outstanding common shares of your Corporation on the basis of 
two and three-quarters (2%) fully paid shares of Canada Power & Paper Cor- 
poration for each common share of Port Alfred Pulp & Paper Corporation. 

Concurrent with this offer, Canada Power & Paper Corporation is also 
making an offer to acquire the whole of the outstanding shares of Wayagamack 
Pulp & Paper Company, Limited, on the basis of Fifty dollars ($50.00) principal 
amount of 54% Collateral Trust Sinking Fund Gold Debentures, due 1958, and 
one and one-half (14) fully paid shares of Canada Power & Paper Corporation 
for each share of Wayagamack Pulp & Paper Company, Limited. 

The acceptance of these offers by holders of a majority of the outstanding 
shares for which offers are being made will result in bringing under unified 
control and operation the mills operated by Canada Power & Paper Corporation 
at Grand’Mere, Shawinigan Falls and Cap de la Madeleine, by Port Alfred 
Pulp & Paper Corporation at Port Alfred and by Wayagamack Pulp & Paper 
Company, Limited, at Three Rivers, with a combined daily capacity for sale of 
paper and allied products in excess of 2,400 tons. 

Your Directors consider that, by combining the operations of the properties 
of the three companies involved, the position of each will be materially 
strengthened. 

Full particulars of the procedure to be followed by Shareholders in con- 
nection with the offer will be mailed to you at the earliest possible moment. 

Holders of a majority of the outstanding common shares of your Corpora- 
tion have declared their intention of accepting this offer and, after mature 
consideration, your Directors are satisfied that the offer is greatly in the interests 
of the holders of common shares of Port Alfred Pulp & Paper Corporation and 
unhesitatingly recommend it for your acceptance. 


By order of the Board 


Gro. M. McKen, President. 
Montreal, September 24th, 1929. 
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Exursir 59 (a) 
MONTREAL TRUST COMPANY 
EXECUTORS AND TRUSTEES 


Monrreau, October 7th, 1929. 
To the Shareholders of 

Wayagamack Pulp & Paper Company, Limited: 

Further to our letter to you of September 26th, 1929, in which, at the 
request of Canada Power & Paper Corporation, we submitted an offer of 
exchange to you on their behalf, please be advised that for each certificate 
for shares of Wayagamack Pulp & Paper Company, Limited, so deposited a 
Deposit Receipt of the undersigned negotiable in form will be immediately 
issued. 

Yours truly, 


MONTREAL TRUST COMPANY, 
F. G. Donatpson, General Manager. 


Exursir 59 (b) 
MONTREAL TRUST COMPANY 
EXECUTORS AND TRUSTEES 


Montrear, September 26, 1929. 
To the Shareholders of 

Wayagamack Pulp & Paper Company, Limited. 

Pursuant to the letter addressed to you by C. R. Whitehead, Esq., Presi- 
dent of Wayagamack Pulp & Paper Company, Limited, under date of September 
24, 1929, reporting the decision of Canada Power & Paper Corporation to 
make an offer for the outstanding shares of your Company, which offer has 
been considered and recommended for acceptance by the Directors of your 
Company, we have been requested by Canada Power & Paper Corporation to 
submit on its behalf to each shareholder of Wayagamack Pulp & Paper Com- 
pany, Limited, the following offer:— 

In exchange for shares of Wayagamack Pulp & Paper Company, Limited, 
the certificates for which are deposited for transfer, duly endorsed, as herein- 
after provided, to give Debentures and shares of Canada Power & Paper 
Corporation on the basis of :— 


(a) One and one-half (14) fully paid shares without nominal or 
par value; and 
(6) $50, principal amount of 54 per cent Collateral Trust Sinking 
Fund Gold Debentures, Wayagamack Series (dated and bearing interest 
from September 1, 1929, and maturing January 1, 1958); 
for each share of Wayagamack Pulp & Paper Company, Limited. 


This offer is made subject to the following terms and conditions: — 


(1) Acceptance can be made by you in respect of shares of Waya- 
gamack Pulp & Paper Company, Limited, only by the deposit within the 
delay mentioned below with the undersigned, Montreal Trust Company, 
at Montreal or Toronto, Canada, of the appropriate stock certificate or 
certificates for such shares duly endorsed in blank for transfer. 

(2) This offer may be accepted by you until, but not after, the 
ninth day of November, 1929, and no deposit of certificates for shares 
of Wayagamack Pulp & Paper Company, Limited, will be accepted by 
us after that date, the whole, however, subject to the right of Canada 
Power & Paper Corporation, in its discretion, to extend the delay for 
acceptance in any individual case or cases. 
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(3) Against your deposit as above provided of certificates for shares 
of Wayagamack Pulp & Paper Company, Limited, we shall deliver to 
you as soon as possible:— 

(a) A certificate or certificates for fully paid and non-assessable 
shares without nominal or par value of the capital stock of Canada 
Power & Paper Corporation equal in number to one and one-half 
(14) times the number of shares of Wayagamack Pulp & Paper 
Company, Limited, represented by the stock certificates so deposited, 
exclusive, however, of any odd half share to which you may be 
entitled, in respect of which a special bearer certificate of the under- 
signed, Montreal Trust Company, will concurrently be delivered. 
Each such special certificate will provide that, upon presentation 
and surrender thereof to the undersigned, accompanied by a similar 
certificate, the bearer will receive a stock certificate for one fully 
paid share of Canada Power & Paper Corporation; and 

(6) An undertaking of Canada Power & Paper Corporation, 
in the form of a printed certificate of certificates, to deliver, as soon 
as available and upon presentation and surrender of such certificate 
or certificates to the undersigned, Montreal Trust Company, at 
Montreal or Toronto, Canada, such principal amount of coupon or 
fully registered 54 per cent Collateral Trust Sinking Fund Gold 
Debentures, Wayagamack Series (dated and bearing interest from 
September 1, 1929, maturing January 1, 1958) of Canada Power 
& Paper Corporation in temporary or definitive form as you may 
be entitled to receive under the terms of this offer, exclusive, how- 
ever, of any odd $50, principal amount of Debentures to which you 
may be entitled, for which a special bearer certificate of the under- 
signed will be issued as hereinafter specified. Such certificate or 
certificates of Canada Power & Paper Corporation will be fully 
registered and transferable only on books to be maintained by the 
undersigned, Montreal Trust Company, for that purpose at its 
offices in the Cities of Montreal and Toronto, Canada. 

It should be observed that, inasmuch as no Debentures will be 
issued for any denomination less than $100, the holder’s rights in 
respect of an odd $50 principal amount of Debentures will, upon 
the surrender of the appropriate certificate of undertaking of Can- 
ada Power & Paper Corporation, be evidenced by the above-men- 
tioned special certificate of the undersigned which will provide that, 
upon its presentation and surrender to the undersigned, accompanied 
by a similar certificate, the bearer will receive $100 principal amount 
of said 54 per cent Collateral Trust Sinking Fund Gold Debentures, 
Wayagamack Series, in temporary or definitive, bearer or fully 
registered form. 

(4) Shareholders who wish to forward by mail their certificates for 
shares of Wayagamack. Pulp & Paper Company, Limited, are advised 
to use the registered post for their own protection. If so requested by 
a depositor, the undersigned will forward to such depositor, as soon as 
available, by registered letter the certificates referred to in the Clause 
(3) above but in every such case delivery of such certificates shall be 
deemed to have been made to the depositor concerned as soon as such 
letter has been mailed. 

Yours truly, 


MONTREAL TRUST COMPANY, 
F. G. Donatpson, 
General Manager. 
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Exuipir 59 (c) 


FORM OF SHAREHOLDER’S LETTER 
, 1929 

To Montreal Trust Company, Montreal, Toronto, Canada. 

Dear Sirs:—In evidence of acceptance of the offer made by you on behalf 
of Canada Power & Paper Corporation in your letter of September 26th, 1929, 
I enclose herewith Certificate(s) as shown below, duly endorsed in blank for 
transfer, fOr. <j... 256 ci bggotas We A oes is ee a ee ee eee ee 
Shares of Wayagamack Pulp & Paper Company, Limited. 

Will you kindly forward by registered mail, as soon as available, the certifi- 
cate(s) to which I am entitled. 


Signatures aut, nd. TaGed: sebowene ae ee 
Addresss.. a:(iaset [War eae ott piesa ied 


Certificate Numbers Number of Shares 


0 ee 8 6 «6 06 0 a0 6 8 00 0 0 8 8 8 e hye 6 oe 1 gull) eee de epetiel (olin! ielinilelisitsiiin! 0) «fiolinliniin\ vel ielle) ol el ielnlisifalelini 


Nore:—This form is provided for use by shareholders who desire to for- 
ward their stock certificates by mail. 

In any case where a stock certificate has been endorsed by attorney, it 
must be accompanied by the Power of Attorney, under which such attorney 
acts. 

The signature of any female shareholder should be accompanied by the 
notation “ widow,” “ wife of ” or “spinster” as the case may be, and, 
in the case of a married woman whose matrimonial domicile is in the Province 
of Quebec or in France, her husband must sign the endorsement under the 
words “To authorize my said wife” or words to similar effect. 

Stock certificates in the name of a deceased person must be endorsed by 
whoever represents the Estate of the deceased and should be accompanied by a 
certified copy of the Will of the deceased and of Probate (or an authentic 
copy of the Will, if executed in Quebec before a notary) or by a certified copy 
of the Letters of Administration and by the appropriate Succession Duties 
Certificate of the Province of Quebec and Certificate of Death. If these docu- 
ments have previously been filed with the Transfer Agent of Wayagamack 
Pulp & Paper Company, Limited, it will not be necessary to supply another 
set but explicit particulars of the time when and circumstances under which 
these were filed should be supplied so that we may locate them and satisfy 
ourselves as to their sufficiency. Executors or other legal representatives of an 
Estate without power of sale will require to obtain appropriate authorization 
to make this exchange and to submit evidence to that effect. 


Exuisit 59 (d) 
WAYAGAMACK PULP AND PAPER COMPANY LIMITED 


THREE RIVERS, QUE. 
September 24th, 1929. 
To the Shareholders of Wayagamack Pulp & Paper Company, Limited. 

An offer is being made by Canada Power & Paper Corporation for the 
whole of the outstanding shares of your Company on the basis of Fifty Dollars 
($50.00) principal amount of 54 per cent Collateral Trust Sinking Fund Gold 
Debentures, due 1958, and one and one-half (14) fully paid shares of Canada 
Power & Paper Corporation for each share of Wayagamack Pulp & Paper 
Company, Limited. 
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Concurrent with this offer, Canada Power & Paper Corporation is also 
making an offer, to acquire the whole of the outstanding common shares of 
Port Alfred Pulp & Paper Corporation on the basis of two and three-quarters 
(23) fully paid shares of Canada Power & Paper Corporation for each common 
share of Port Alfred Pulp & Paper Corporation. 

The acceptance of these offers by holders of a majority of the outstanding 
shares for which offers are being made will result in bringing under unified 
control and operation the mills operated by Canada Power & Paper Corpora- 
tion at Grand “Mere, Shawinigan Falls and Cap de la Madeleine, by Wayaga- 
mack Pulp & Paper Company, Limited, at Three Rivers and by Port Alfred 
Pulp & Paper Corporation at Port Alfred, with a combined daily capacity for 
sale of paper and allied products in excess of 2,400 tons. : 

Your Directors consider that, by combining the operations of the proper- 
ties of the three companies involved, the position of each will be materially 
strengthened. 

Full particulars of the procedure to be followed by Shareholders in con- 
nection with the offer will be mailed to you at the earliest possible moment. 

Holders of a majority of the outstanding shares of your Company have 
declared their intention of accepting this offer and, after mature consideration, 
your Directors are satisfied that the offer is greatly in the interests of the 
shareholders of Wayagamack Pulp & Paper Company, Limited, and unhesitat- 
ingly recommend it for your acceptance. 


By order of the Board, 
C. R. WHITEHEAD, President. 


Exursit 60 (a) 
Address all Communications Cable Address 
to the Company “ Royaltrust ” 


THE ROYAL, TRUST COMPANY 


EXECUTORS AND TRUSTEES 


Monrreat, January 17th, 1928. 
To the Holders of Common Shares of St. Maurice Valley Corporation: 

Pursuant to the letter addressed to you by Sir Herbert S$. Holt, President 
of St. Maurice Valley Corporation, under date of January 11th, 1928, which 
set forth a plan, approved and recommended by the Directors of your Company 
and of Laurentide Company, Limited, for the amalgamation of the Common 
Stock interests of these two Companies, we have been requested by Canada 
Power & Paper Corporation to submit on its behalf to each holder of common 
shares of St. Maurice Valley Corporation the following offer: 

In exchange for each common share of St. Maurice Valley Corporation de- 
posited for transfer, duly endorsed:— 

Two and one-half fully paid shares without nominal or par value of the 
capital stock of Canada Power & Paper Corporation. 

This offer is made subject to the following terms and conditions: — 

(1) Acceptance of this offer can be made by you in respect of common 
shares of St. Maurice Valley Corporation only by the deposit within the delay 
mentioned below with the undersigned, The Royal Trust Company, at Montreal 
or Toronto, Canada, of the appropriate certificate or certificates for such common 
shares duly endorsed in blank for transfer; 

(2) This offer may be accepted by you until, but not after, the 29th day of 
February, 1928, and no deposit of certificates for common shares of St. Maurice 
Valley Corporation will be accepted by us after that date, the whole, however, 
subject to the right of Canada Power & Paper Corporation at its discretion, to 
extend the time for acceptance of this offer in any individual case or cases; 
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(3) Against your deposit as above provided of certificates for common shares 
of St. Maurice Valley Corporation, we shall deliver to you as soon as possible a 
certificate or certificates for fully paid and non-assessable shares without 
nominal or par value of the capital stock of Canada Power & Paper Corporation 
equal in number to two and one-half times the number of common shares of St. 
Maurice Valley Corporation represented by the certificate so deposited, less the 
half share of Canada Power and Paper Corporation to which you will be 
entitled, if an odd number of common shares of St. Maurice Valley Corporation 
has been so deposited, for which half-share a special certificate of the under- 
signed, The Royal Trust Company, will be concurrently delivered. Each such 
special certificate will provide that, upon presentation and surrender thereof to 
the undersigned, accompanied by a similar certificate, the holder will receive a 
stock certificate for one fully paid and non-assessable share of Canada Power 
& Paper Corporation. 

(4) Shareholders who wish to forward by mail their certificates for common 
shares of St. Maurice Valley Corporation are advised to use the registered post 
for their own protection. If so requested by a depositor, the undersigned will, 
upon such deposit being made, forward to such depositor by registered letter the 
certificate or certificates referred to in Clause (3) above, but in every such case 
delivery of such certificate or certificates shall be deemed to have been made to 
the depositor concerned as soon as such letter has been mailed. 

Yours truly, 


THE ROYAL TRUST, COMPANY, 
R. P. Jevuurr, Assistant General Manager. 


Exuisit 60 (6b) 
FORM OF SHAREHOLDER’S LETTER 


To the Royal Trust Company, Montreal, , 1928. 
Toronto, Canada: 


Dear Sirs,—In evidence of acceptance of the offer made by you on behalf 
of Canada Power & Paper Corporation in your letter of January 17th, 1928, I 
enclose herewith certificate (s) as shown below, duly endorsed in blank for 
transfer, for 
Common shares of St. Maurice Valley Corporation. 
Will you kindly forward by mail the certificate (s) to which I am entitled. 
Siomature. 2 2 eee eee 
AGGIESS 0 Si. escapee ee ee 
Certificate Numbers Number of Shares 


Norge.—This form is provided for use by shareholders who desire to forward 
their stock certificates by mail. 

In any case where a stock certificate has been endorsed by attorney, it must 
be accompanied by the Power of Attorney, under which such attorney acts. 

The signature of any female shareholder should be accompanied by the nota- 
tion “widow,” “wife of ” or “spinster” as the case 
may be and, in the case of a married woman whose matrimonial domicile is in 
the Province of Quebec, her husband must sign the endorsement under the words 
“To authorize my said wife” or words to similar effect. 

Stock certificates in the name of a deceased person must be endorsed by 
whoever represents the estate of the deceased and should be accompanied by a 
certified copy of the will of the deceased and of probate (or an authentic copy 
of the will, if executed in Quebec before a notary) or by a certified copy of the 
letters of administration and by the appropriate Succession Duties Certificate 
of the Province of Quebec and Declaration of Transmission. 


my 


ae tet 
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Exursrr 60 (c) 
ST, MAURICE VALLEY CORPORATION 
CANADA CEMENT BUILDING, MONTREAL 


January 11, 1928. 
To the Shareholders of St. Maurice Valley Corporation. 

At a meeting of the Board held this afternoon, your Directors, after con- 
ferring with Directors of Laurentide Company Limited, approved a plan for 
the amalgamation of the common stock interests of your Company and of 
Laurentide Company Limited. 

The plan involves the exchange of Common shares of St. Maurice Valley 
Corporation for shares of a new Company to be incorpcrated under the name 
of Canada Power & Paper Corporation or some other suitable name and to 
be organized upon the following lines. 

The new Company will be a Quebec corporation with its head office at 
Montreal. Its authorized share capital will consist of 750,000 shares without 
nominal or par value. Shares will be allotted and issued to holders of shares 
of Laurentide Company Limited on the basis of one share of the new Company’s 
stock for each share of Laurentide Company Limited transferred to the new 
Company. In addition, holders of Laurentide Company Limited will be entitled 
to recelve upon such transfer $100 principal amount of 54 Thirty Year Sinking 
Fund Gold Debentures of the new Company for each share transferred. 

Shareholders of St. Maurice Valley Corporation will receive two and one- 
half shares of the new Company’s stock for each common share of St. Maurice 
Valley Corporation transferred to the new Company. 

Upon the acquisition by the new Company of the shares of Laurentide 
Company Limited and St. Maurice Valley Corporation proposed to be acquired 
under this plan, the new Company will have 688,000 outstanding shares and 
outstanding debentures aggregating $28,800,000. 

Full particulars of the procedure to be followed by Shareholders in connec- 
tion with the exchange of shares will be mailed to you at the earliest possible 
moment. 

This amalgamation will bring under unified control the operations of mills 
of the St. Maurice Valley Corporation group at Shawinigan Falls, Three Rivers 
and Windsor Mills and of Laurentide Company Limited at Grand’Mere. 

These mills have a combined daily capacity of more than 1,400 tons of 
paper products, the capacity of the St. Maurice Valley Corporation group 
being about 1,000 tons per day and that of Laurentide Company Limited 
approximately 400 tons per day. 

The bringing together of three large mills situated in close proximity in 
the valley of the St. Maurice river with contiguous limits which are peculiarly 
adapted to efficient and economical operation under one control is expected to 
produce substantial economies. 

The pulpwood resources available for the operation of all these properties, 
including the limits in the Ottawa valley recently acquired by Laurentide- 
Ottawa Company, Limited, a wholly-owned subsidiary of Laurentide Company 
Limited, are estimated to be sufficient to provide for all present requirements 
and also for future expansion as conditions may warrant. 

Through Laurentide Company Limited the new Company will control 
Laurentide Power Company, Limited, with an installed capacity of 165,000 
h.p. hydroelectric energy at Grand’Mere on the St. Maurice river. 

After mature consideration your Directors are satisfied that this plan 
is greatly in the interests of the Shareholders and unhesitatingly reeommend it 
for your acceptance. 


By order of the Board, H. 8S. Hott, President. 
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Exuisit 61 
$3,000,000 
THE ANTICOSTI CORPORATION 
7% SINKING FuND CUMULATIVE PREFERENCE SHARES 


Preferred as to capital and dividends. Cumulative dividends at the rate 
of 7 per cent per annum accrue from date of issue and are payable quarterly 
December 1, March 1, June 1 and September 1 by cheque at par at any branch 
in Canada at The Royal Bank of Canada. Redeemable as a whole or in part 
at the option of the corporation on any dividend date on sixty days’ notice at 
ie per cent of par value, plus accrued and unpaid dividends to date of redemp- 
ion. 

Transfer Agents—The Royal Trust Company. 

Registrar—Montreal Trust Company. 


For detailed information, we refer to the within letter from Mr. George M. 
McKee, President of the Corporation, which has been summarized in part as 
follows: 

THE CORPORATION 


The Anticosti Corporation has been incorporated and has acquired complete 
ownership of the Island of Anticosti, except unimportant acreage ceded to the 
Government of the Dominion of Canada for lighthouse purposes. Anticosti is 
situated in the Gulf of St. Lawrence and embraces about 3,100 square miles, 
approximately one and one-half times the area of the Province of Prince Edward 
Island. The Island is conservatively estimated to contain 15,000,000 cords pulp- 
wood, estimated to have a value of $15,000,000. 

Through acquisition of the Island of Anticosti, the Corporation owns outright 
the largest and most valuable freehold reserve of pulpwood in Eastern Canada. 

All of the common shares of the Corporation are owned by St. Maurice 
Valley Corporation, Wayagamack Pulp & Paper Company, Limited, and Port 
Alfred Pulp & Paper Corporation, assuring to the Corporation experienced and 
capable management. 


SECURITY FOR PREFERENCE SHARES 


An agreement has been entered into between The Anticosti Corporation and 
St. Maurice Valley Corporation, Wayagamack Pulp & Paper Company, Limited, 
and Port Alfred Pulp & Paper Corporation, as a part of the terms of which, St. 
Maurice Valley Corporation, Wayagmack Pulp & Paper Company, Limited, 
and Port Alfred Pulp & Paper Corporation jointly and severally covenant: 


1. To purchase from The Anticosti Corporation a minimum total of 390,000 
cords of pulpwood during each of the three years commencing November 
30, 1926, and 420,000 cords during each year commencing November 30, 
1929; 

2. To pay to The Anticosti Corporation in each year: (a) a sum equal to 
the full amount of the Corporation’s operating expenditures including 
depreciation; and (b) a minimum stumpage fee of $2.40 per cord for 
each cord of pulpwood purchased as long as any of the first issue of 
$6,000,000 Fifteen-year Firt Mortgage 64% Sinking Fund Bonds, Series 
A, are outstanding, and thereafter a minimum stumpage fee of $1.40 per 
cord until the $3,000,000 Preference Shares now to be issued shall have 
been redeemed. These minimum stumpage fees are to be paid, whether 
or not the minimum number of cords agreed to be taken is cut or 
delivered. 
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The above stumpage payment of $2.40 per cord is equivalent to the current 
stumpage fee of approximately $1.40 per cord now payable to the Government of 
the province of Quebec on pulpwood cut on leasehold timber areas, plus the usual 
depletion allowance of one dollar per cord. 

It is provided that, if at any time the amount of bonds or Preference Shares 
of the Corporation shall be increased beyond $6,000,000 principal amount of 
bonds or $3,000,000 par value of preference shares, the aggregate minimum 
amount of stumpage charges payable by St. Maurice Valley Corporation, 
Wayagamack Pulp & Paper Company, Limited, and Port Alfred Pulp & Paper 
Corporation shall be proportionately increased. 


REVENUES 


Under the provisions of the above agreement, during the first three years 
the minimum annual net revenue of The Anticosti Corporation from stumpage 
payments as above before dividends on these preference shares, will be $426,000, 
and after November 30, 1929, will be $498,000, against maximum annual dividend 
requirements of $210,000 on the preference shares now to be issued. These net 
revenues are after operating expenses, depreciation, interest and the $120,000 
annual sinking fund on the first mortgage bonds of the Corporation to be out- 
standing upon completion of this financing. 


PURCHASING COMPANIES 


Combined net earnings, after operating expenses, of St. Maurice Valley Cor- 
poration, Wayagamack Pulp & Paper Company, Limited, and Port Alfred Pulp 
& Paper Corporation, for their last respective fiscal years, totalled $4,888,482. 
The operating expenses deducted before arriving at these combined net earnings 
include depletion at the rate of approximately one dollar per cord and the Quebec 
Government stumpage fee of approximately $1.40 per cord. 

Combined assets of the above three companies at the end of their last respect- 
ive fiscal years, totalled $71,168,720. 


PREFERENCE SHARES 


The authorized amount of preference shares of the Corporation is $6,000,000, 
of a par value of $100 per share, of which $3,000,000 par value are presently to 
be issued. Preference shares are cumulative but non-participating. 

In case six quarterly dividends shall be in arrears and unpaid, holders of 
preference shares shall have one vote for each preference share held by them so 
long as any of such dividends continue to be in arrears and unpaid, but shall not 
otherwise be entitled to voting rights. . 


SINKING FUND 


By way of Sinking Fund for the preference shares, the Corporation will on 
January 1, 1935, and annually thereafter, reserve or set apart, before any divi- 
dends are declared or paid on the common or other classes of shares of the Cor- 
poration, a sum equivalent to 50 per cent of the balance of the net earnings 
received by the Corporation from the sale of pulpwood during the next preceding 
fiscal year of the Corporation, after deducting interest and sinking fund pay- 
ments on any bonds or debentures then outstanding and all dividends on the 
7 per cent cumulative preference shares of the Corporation then outstanding. 

We offer these preference shares for delivery if, as and when issued and 
received by us, and subject to the approval of our counsel, at: 

_ $97.50 per share and accrued dividend, yielding 7-18 per cent. 

The information contained in this circular is based upon statements and 
statistics on which we have relied in the purchase of these preference shares. We 
do not guarantee, but believe the statements herein made to be true. 
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(LETTERHEAD—THE ANTICOSTI CORPORATION ) 


Montreal, August 6, 1926. 
Woop, Gunpy & Company LiMiTED, 
Montreal, Canada. 


Dear Stirs —With reference to the $3,000,000 par value of 7 per cent sinking 
fund cumulative preference shares, to be issued by this Corporation, I have 
pleasure in giving you the following information: 


THE CORPORATION 


The Anticosti Corporation has been incorporated under the laws of the 
province of Quebec and has acquired complete ownership of the Island of Anti- 
costi, except unimportant acreage ceded to the Government of the Dominion of 
Canada for lighthouse purposes. The Island of Anticosti is situated in the Gulf 
of St. Lawrence and embraces about 3,100 square miles, approximately one and 
one-half times the area of the province of Prince Edward Island. The Island 
is conservatively estimated to contain 15,000,000 cords pulpwood which, on the 
basis of one dollar per cord, has a value of $15,000,000. 

Through acquisition of the Island of Anticosti, the Corporation will own 
outright the largest and most valued freehold reserve of pulpwood in Eastern 
Canada. 


CAPITALIZATION 
Authorized Outstanding 
Hirst Mortage’ Bondsej. sedmeree. aascmiaces 8 $10,000,000 $6,000,000 
7% Cumulative Preference Shares (this issue).. 6,000,000 3,000,000 
Shares Shares 
Common ‘Shares “(of no. par value) 929 !- 72). 60,000 60,000 


All of the common shares of the Corporation are owned by St. Maurice 
Valley Corporation, Wayagamack Pulp & Paper Company, Limited, and Port 
Alfred Pulp & Paper Corporation, assuring to the Corporation experienced and 
capable management. 


SECURITY FOR PREFERENCE SHARES 


An agreement has been entered into between The Anticosti Corporation and 
St. Maurice Valley Corporation, Wayagamack Pulp & Paper Company, Limited, 
and Port Alfred Pulp & Paper Corporation, as a part of the terms of which, St. 
Maurice Valley Corporation, Wayagamack Pulp & Paper Company, Limited, 
and Port Alfred Pulp & Paper Corporation jointly and severally covenant: 

1. To purchase from The Anticosti Corporation a minimum total of 390,000 
cords of pulpwood during each of the three years commencing November 
30, 1926, and 420,000 cords during each year commencing November 30, 
1929: 

2. To pay to The Anticosti Corporation in each year: (a) a sum equal to 
the full amount of the Corporation’s operating expenditures including 
depreciation; and (b) a minimum stumpage fee of $2.40 per cord for 
each cord of pulpwood purchased as long as any of the first issue of 
$6,000,000 Fifteen-year First Mortgage 64% Sinking Fund Bonds, Series 
A, are outstanding, and thereafter a minimum stumpage fee of $1.40 
per cord until the $3,000,000 preference shares now to be issued shall 
have been redeemed. These minimum stumpage fees are to be paid, 
whether or not the minimum number of cords agreed to be taken is cut 
or delivered. 


The above stumpage payment of $2.40 per cord is equivalent to the current 
stumpage fee of approximately $1.40 per cord now payable to the Government 
of the province of Quebec on pulpwood cut on leasehold timber areas, plus the 
usual depletion allowance of one dollar per cord. 
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It is provided that, if at any time the amount of bonds or preference shares 
of the Corporation shall be increased beyond $6,000,000 principal amount of 
bonds or $3,000,000 par value of preference shares, the aggregate minimum 
amount of stumpage charges payable by St. Maurice Valley Corporation, 
Wayagamack Pulp & Paper Company, Limited, and Port Alfred Pulp & Paper 
Corporation shall be proportionately increased. 


REVENUES 


Under the provisions of the above agreement, during the first three years 
the minimum annual net revenue of The Anticosti Corporation from stumpage 
payments as above, before dividends on these preference shares, will be $426,000, 
and after November 30, 1929, will be $498,000, against maximum annual dividend 
requirements of $210,000 on the preference shares now to be issued. These net 
revenues are after operating expenses, depreciation, interest and the $120,000 
annual sinking fund on the first mortgage bonds of the Corporation to be out- 
standing upon completion of this financing. 


PURCHASING COMPANIES 


Combined net earnings, after operating expenses, of St. Maurice Valley 
Corporation, Wayagamack Pulp & Paper Company, Limited, and Port Alfred 
Pulp & Paper Corporation, for their last respective fiscal years, totalled 
$4,888,482. The operating expenses deducted before arriving at these combined 
net earnings include depletion at the rate of approximately one dollar per cord 
and the Quebec Government stumpage fee of approximately $1.40 per cord. 

St. Maurice Valley Corporation and its subsidiary, Belgo Canadian Paper 
Company, Limited, own and operate two newsprint mills, one at Three Rivers, 
P.Q., and the other at Shawinigan Falls, P.Q., with a combined present rated 
annual capacity of 195,000 tons, now being increased to a rated capacity of 
255,000 tons annually. In addition, the Corporation has an annual capacity of 
18,000 tons kraft pulp. 

Wayagamack Pulp & Paper Company, Limited, owns or controls at Three 
Rivers, P.Q., mills having a rated capacity for sale of 50,000 tons newsprint 
paper, 30,000 tons kraft paper and 37,000 tons kraft pulp. 

Port Alfred Pulp & Paper Corporation owns and operates mill properties at 
Port Alfred, P.Q., with present annual rated capacity of 50,000 tons sulphite 
pulp, now in course of extension to include newsprint production, the first news- 
print machine, with rated annual capacity of 34,000 tons newsprint per annum, 
having commenced operations in May, 1926. With the completed plant in 
operation, rated annual production for sale will be 135,000 tons newsprint paper 
and 34,000 tons sulphite pulp. 

Combined assets of the three purchasing companies, at the end of their last 
respective fiscal years, totalled $71,168,720. The combined rated annual capacity 
of the three companies is 279,000 tons newsprint, 30,000 tons kraft paper, 55,000 
tons kraft pulp and 50,000 tons sulphite pulp. Upon completion of present con- 
struction plans, production will be 440,000 tons newsprint paper, 30,000 tons 
kraft paper, 55,000 tons kraft pulp and 34,000 tons sulphite pulp. 

The annual pulpwood requirements of the three companies, upon completion 
of present extensions, will be approximately as follows: 


Pulpwood Minimum to be furnished by 


required The Anticosti Corporation 
4 Cords Cords 
Sis Manmiceg Valley, Conporation,. ........ 2... 322,500 130,000 
Wayagamack Pulp & Paper Company, Limited. . 165,000 130,000 
Port Alfred Pulp & Paper Corporation... .. .. .. 250,000 130,000 
Dotal? wisenercats: GOO. QUEL il ota 737,500 390,000 


82684—55 
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It has been the policy of each of the three companies to purchase substantial 
quantities of pulpwood in order to conserve their respective pulpwood supplies. 
The agreement with The Anticosti Corporation, in conjunction with the extensive 
timber areas already owned or controlled by them, should ensure to these com- 
panies a practically perpetual supply of pulpwood at low cost. 


THE ISLAND OF ANTICOSTI 


In quantity of pulpwood, intensity of growth, rapidity of regrowth and 
accessibility to the pulp and paper manufacturing centres of Eastern Canada and 
United States, The Anticosti Corporation will occupy a position of unique 
advantage. 

The Island of Anticosti is about 135 miles in length, with an average width 
of about 22 miles and an area of about 3,100 square miles. According to the 
estimates of competent forestry engineers the Island contains a minimum spruce 
and balsam pulpwood content of 15,000,000 cords, sufficient, without regrowth, 
for the manufacture of about 12,000,000 tons of newsprint. Rapid regrowth and 
natural reforestation are peculiarly favoured by soil and atmospheric conditions. 
Natural regrowth is estimated at about 445,000 cords per annum, a cordage in 
excess of the minimum of 420,000 cords to be purchased annually after November 
30th, 1929, under the agreement with the three purchasing companies. 

The topography of the Island and the compact nature and location of the 
areas of intense pulpwood growth facilitate economical logging operations. No 
point on the Island is far distant from the coast. Twenty-eight miles of railway, 
eight main rivers, eleven secondary rivers, several smaller driveable streams and 
numerous inlets suitable for booming, make possible economical delivery of logs 
on the coast line. About 159 miles of telephone line afford communication from 
one end of the Island to the other. Port Menier, the southwestern terminal of 
the railway, provides a sheltered harbour with deep water wharves. The Island 
is in the lane of ocean-going traffic. Port Menier is but 340 miles distant from 
Port Alfred, and 470 miles from Three Rivers, and all three ports are on tide- 
water. Large cargoes of pulpwood can therefore be shipped from the Island 
during seven months of the year by cheap water transport and unloaded directly 
at mill docks at Port Alfred and Three Rivers. 

The vesting in The Anticosti Corporation of the outright ownership of the 
entire Island, including so large and so accessible a reserve of pulpwood, gives 
the Corporation title to assets that should become increasingly valuable as 
supplies of available pulpwood become more scarce. Control of the Corporation 
by strong paper manufacturing interests ensures to the Corporation skilled tech- 
nical direction and management. 

SINKING FUND 


By way of Sinking Fund for the Preference Shares, the Corporation will on 
January Ist, 1935, and annually thereafter, reserve or set apart, before any 
dividends are declared or paid on the common or other classes of shares of the 
Corporation, a sum equivalent to 50 per cent of the balance of the net earnings 
received by the Corporation from the sale of pulpwood during the next preceding 
fiscal year of the Corporation, after deducting interest and sinking fund pay- 
ments on any bonds or debentures then outstanding and all dividends on the 
7 per cent Cumulative Preference Shares of the Corporation then outstanding. 
This Sinking Fund will be used to purchase Preference Shares in the open 
market at or below the then redemption price and, failing such purchase, Prefer- 
ence Shares will be called for redemption. 


PREFERENCE SHARES 


The authorized amount of Preference Shares of the Corporation is $6,000,000, 
of a par value of $100 per share, of which $3,000,000 are presently to be issued. 
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The Preference Shares are preferred as to capital and are entitled to pre- 
ferred dividends at the rate of 7 per cent per annum cumulative from date of issue 
and payable quarterly, but are not entitled to further participate in the profits of 
the Corporation. Dividends payable by cheque at par in Canadian funds at 
Montreal or Toronto. Preference Shares are redeemable as a whole or in part at 
the option of the Corporation on sixty days’ notice at 105 per cent of par value 
plus accrued and unpaid dividends to the date of redemption. In case six 
quarterly dividends shall be in arrears and unpaid, holders of Preference Shares 
shall have one vote for each Preference Share held by them so long as any 
of such dividends continue to be in arrears and unpaid, but shall not otherwise 
be entitled to voting rights. The preferences and rights attaching to the Pre- 
ference Shares cannot be modified except with confirmation of a vote of the 
holders of at least 75 per cent in value of such Shares then outstanding. 


Yours truly, 
Gerorce M. McKen, President, The Anticosti Corporation. 


BOARD OF DIRECTORS 


A. J. Brown, K.C., Chairman of Board of Directors 
Director, The Royal Bank of Canada 
Director, The Steel Company of Canada, Limited 
George M. McKee, President 
President, Port Alfred Puly & Paper Corporation 
Managing Director, St. Maurice Valley Corporation 
C. R. Whitehead, Vice-President 
President, Wayagamack Pulp & Paper Company, Limited 
President, Wabasso Cotton Company, Limited 
Sir Herbert S. Holt, 
President, Montreal Light, Heat & Power Consolidated 
President, The Royal Bank of Canada 
dj, 1EL, (Chuvovchig. 
Wood, Gundy & Company Limited 
Vice-President, St. Maurice Valley Corporation 


Francois Faure, 
Director, St. Maurice Valley Corporation 
F. I. Ritchie, 
Manager, Wayagamack Pulp & Paper Company, Limited 


All legal details in connection with this issue are to be approved by Messrs, 
Brown, Montgomery & McMichael, Montreal. 

Copies of the agreement between The Anticosti Corporation and St. Maurice 
Valley Corporation, Wayagamack Pulp & Paper Company, Limited, and Port 
Alfred Pulp & Paper Corporation, are available for examination at the Head 
Office of Montreal Trust Company, Montreal, and at the offices of Wood, Gundy 
& Company Limited, Toronto and Montreal. 

Earnings of St. Maurice Valley Corporation and Port Alfred Pulp & Paper 
Corporation have been certified to us by Messrs. P. 8. Ross & Sons, Chartered 
Accountants, Montreal; and earnings of Wayagamack Pulp & Paper Company, 
Limited, have been certified to us by Messrs. Riddell, Stead, Graham & Hutchi- 
son, Chartered Accountants, Montreal. 

Reports regarding forest areas and conditions have been furnished by Messrs. 
James D. Lacey & Company (Canada) Limited, Fairchild Aerial Surveys (of 
Canada) Limited, G. C. Piché, Chief of Forestry Service of the Province of 
Quebec, Marshall C. Small, and H. R. Wickenden. 
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The CHarrman: I was going to call on Mr. McKee, but as it is now 
pac six o’clock we will adjourn till eight o’clock to-night in order to finish 
is. 
__. Mr. Powrr: I would like to get finished with these witnesses to-night if 
it is at all possible, Mr. Chairman. As far as I am concerned it won’t take 
very long. 


The committee adjourned at 5.55 p.m. to resume at 8 p.m. 


EVENING SESSION 
The committee resumed at 8 p.m. 
G. M. McKaur, called. 


By the Chairman: 
Q. What is your address, Mr. McKee?—A. Montreal. 
Q. And what is your position?—A. I am assistant to the president of Con- 
solidated Paper, in charge of operations. 
Q. Who is president now?—A. Mr. L. J. Belnap. 


Jey MWh, oon 
Q. Mr. McKee, you have been connected with the pulp and paper busi- 
ness for a number of years, have you not?—A. About forty years. 
Q@. Some years ago you were connected with the Donnaconna Paper?—A. 
Yes, sir. 
Q. And after that where did you go?—A. I went to Ogdensburg, New 
York, and built a paper mill there. That was in 1923 and 1924. 
a . And from there where did you go?—A. From there I went to Port 
meade 
Q. And became vice-president of Port Alfred?—A. President of Port Alfred 
in 1925. 
Q. And general manager of Port Alfred?—-A. General manager. 
Q. And afterwards became connected with Anticosti?—A. Yes, that is 
right. 
Q. In an executive capacity with Anticosti?—A. Yes. 
Q. Were you also connected with St. Maurice Valley?—A. As a director 
at that time, later as a managing director. 
Q. As managing director?—A. Yes. 
Q. And now you are connected with Canada Power & Paper?—A. No, 
with Consolidated. 
Q. In what capacity?—A. Assistant to the president in charge of opera- 
tions. 
Q. By that do you mean the plant operations?—A. Plant operations. 
Q. Not the woods?—A. Not directly, that is a separate department. 
Q. Your experience has been largely with mill operations?—A. Yes. 
Q. You are not a woodsman?—A. No. 
Q. When vou were at Donnaconna you were general manager in charge 
of the whole operation, both woods and mill, were you not?—A. Yes. 
Q. Now, with regard to Port Alfred, you were president of Port Alfred, 
were you?—A. And managing director. 
Q. And managing director?—-A. Yes. 
Q. When did you become connected with it?—A. In 1925. 
Q. At that time what was the layout?—A. It was a sulphite mill. 
Q. Just a sulphite mill?-—A. Yes. 
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Q. What limits did it have, how large an area?—A. We had the area on 
the Ha Ha and the Riviere & Mars, about 250 square miles, I would say. These 
were rivers that came directly into Ha Ha Bay. 

Q. Now, from this sulphite plant and 250 square miles of limits, what was 
the next step to expansion?—A. The next step was to buy the limits on the 
Peribonka. 
iles. 

Q. Directly from the government?—A. Yes. 
Q. And then did you expand your plant to take care of the woods? 


By the Chairman: 
Q. When was the limit purchased?—A. Late in 1925. 


By Mr. Power: 


Q. And then did you further extend your plant?—A. That was the basis 
of the development of the paper mill. 

Q. Well then, you developed your plant in what way?—A. By putting 
four paper machines in. 

Q. Do you remember what that plant cost, the new plant, the newsprint 
plant?—A. We spent about $12,000,000 on the mill but that is for life. 


By the Chairman: 
Q. And the limits you got from the government were on the usual terms? 
—A. We paid $600 a square mile. 


By Mr. Power: 

Q. I might explain at this time the government put limits up for auction; 
as a matter of fact, that is the only way in which they can dispose of timber 
limits in the province of Quebec?—A. Nes 

Q. And they have an upset price, and they bid a bonus of so much, and 
they did at that time also bid a stumpage price of so much over and above 
whatever the government stumpage might be. The government stumpage, 
fixed by Order in Council, is a basic rate of $2.70 per thousand feet, twhich 
works out at about $1.35 a cord, but in a great many cases during that period 
in the bidding the price went up to $4,000 and $5,000 a thousand over and 
above government stumpage. 


The Cuarrman: A limit would be advertised. 

Mr. Powsr: It is always advertised. The statute provides that no limit 
can be sold except by auction. 

The Cuairman: With an upset price and then bidders come and bid. 

Mr. Power: Exactly. 

The CHAIRMAN: We have the same system. 


Mr. Power: I do not suppose it is necessary to put it down for the record, 
but it is practically a perpetual lease. 


By Mr. Power: 


Q. Now, the bonus you bid to the government was $600 a mile?—A. Yes, 
correct. 
i bie Did you bid a stumpage bonus besides that?—A. Stumpage in addition 
o tha 
By the Chairman: 


Q. A stumpage bonus?—A. Oh, a stumpage bonus? 
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By Mr. Power: 
Q. You did not pay a stumpage bonus?—A. We did not pay any stumpage 
onus. 

_ Q. Well now, after you had built your newsprint mill your company became 
interested in Quebee Paper Mills?—A. The Quebec Pulp & Paper at Chicoutimi, 
yes. 

Q. To the extent of a half interest?—A. A half interest. 

Q. Was Quebec Paper Mills operating at that time?—A. Yes. 

Q. And continued to operate for how long?—A. At a small capacity for 
some time. 

Q. As far as you know it never was profitable?—A. No. 


The CHarrmMan: About what time was that? 


By Mr. Power: 


Q. That was in 1926, was it not?—A. Oh, we did not go into the Quebec 
Pulp Co. that early. 


Mr. Hopeson: Early in 1927. 


By Mr. Power: 


Q. When Port Alfred went into Canada Power & Paper did it disappear as 
a separate unit?—A. Practically, except the charter was kept alive. 

Q. Is the charter still alive?—A. It is still alive. 

Q. How long is it since that mill has been operating?—A. Oh, it is operating 
now. 

Q. Yes, but how long was it inactive?—A. They tell me it was down for 
sixteen months. 

Q. During that time the woodpile burned, did it not?—A. There was no 
woodpile there. 

Q. Was it not Port Alfred that burned?—A. Port Alfred was down for two 
periods. It went down in 1930 the first time. Well then, we started up Port 
Alfred. At the time we had the fire in the woodpile, to use up that woodpile— 

Q. To use up what was left of the woodpile?—A. No. We had decided to 
start before the fire; we had a very big woodpile there. Then just a few days 
before we were ready to start we had the fire and that burned about 180,000 
cords of wood. 

Q. Can you tell me offhand what was paid for that wood by the insurance 
company ?—A. It figured out something over $11. It was set on a lump sum 
basis. 

Q. That would be $2.000,000?—A. Something about that. 

Q. Which went to the bank because this woodpile had been pledged to the 
bank under section 88?—A. Correct. 

Q. And Port Alfred is now operating?—A. It is now operating two machines 
out of the four. : : 

Q. Now, let us go to Anticosti for a moment. Through your connection with 
Port Alfred you became connected with Anticosti?—A. Yes. 

Q. And did you take an active part in the management of Anticosti?— 
AL Yes! 

Q. Did you recommend the purchase of a one-third interest by Port Alfred? 
—A. I do not know as I recommended it. I co-operated in all the recommenda- 
tions. I do not think I ever recommended it. 

Q. Do you think that was a good deal for Port Alfred?—A. It was a good 
deal at the time for the purpose for which the purchase was negotiated, and that 
was for a reserve wood supply for these mills. When the negotiations for the 
purchase of Anticosti Island were started it was not with the intention of oper- 
ating, but as the financing plans developed and it was decided to sell the bonds 
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and make these contracts to take wood to guarantee the bond interest, it became 
necessary to operate it right away. 


By the Chairman: 


Q. Did you find that was the only way it could be financed?—A. That was 
the only way it could be financed at that time. 


By Mr. Power: 


Q. Well now, why would Port Alfred need to have another supply of wood 
when it had purchased 2,500 square miles?—A. Well, perhaps you know that 
during that period it was the general belief that there was not wood supply enough 
for all the mills that were built and building to last ten years. 

Q. Do you remember how many cords you had at Port Alfred on the 
Peribonka limits?—A, About 18,000,000 cords. 

Q. And on the remainder of the limits belonging to Port Alfred?—A. We 
had something over a million cords at that time. 

Q. So that you had nineteen million cords close to Port Alfred?—A. Yes. 

The CHarrMan: You do not suggest, Mr. Pow er, that that would be 
enough to keep four machines in perpetuity, do you? 

Mr. Power: I am just going to ask him how many cords of pulpwood they 
used per year with four machines. 

The Wrrness: With four machines we would use about 175,000 cords a 
year. In addition, we had a sulphite mill that made 150 tons of sulphite a day, 
which was approximately 45,000 tons, and that required another 75,000 cords, 
in other words, Port Alfred, for both sulphite and newsprint would require over 
225,000 cords per year. 


By the Chairman: 
Q. About 250,000?—A. Yes, about 250,000. 


By Mr. Power: 
Q. That is 200,000 cords per year?—A. 250,000. 
Q. And you had nineteen million?—A. Yes, 


The CHarrMan: In sight. 


‘By Mr. Power: 


Q. That was practically an assurance that you had a supply in perpetuity 
for that mill, was it not?—A,. Correct. 


By the Chairman: 
Q. Would that be a supply in perpetuity?—A. Practically. 


The Cuarrman: I would not think it would. 


By Mr. Power: 
Q. I do not suppose it would be a secret with the trade if you were to tell 
me now just about what it cost you per cord landed at your mill?—A. What? 
Q. Pulpwood.—A. Anticosti? 
Q. No, no, the Peribonka and your other limits at Port Alfred—A. At 
what time? 

* Q. In 1926?—A. In 1926 you must remember we did not have any from 
the Peribonka limits. All our wocd was coming from the near-by limits. As I 
recall, the wood in 1926 was very cheap, as wood went at that time. 

Q. $11?—A. Oh, no, much less than that. 
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Gh Less than that?—A. Yes, at that time; it was below the going price of 
wood. 

Q. I suppose you had figures for what Peribonka would have cost you; you 
had figured that out?—A. On Peribonka wood, yes. 

Q. What would it have cost you, about?—A, Well, that could have been 
landed at Port Alfred at a very reasonable price after the limit was opened up, 
but it was an expensive capital investment to open it up, but the rivers on the 
Peribonka were large and capable of handling a couple of hundred thousand 
cords of wood very cheaply, 

Q. Now, do you remember what Anticosti Island wood would cost landed 
at Port Alfred?—A, Oh, it is very difficult to tell actually what the operating 
costs were because we did not work it long enough. We were installing plant 
and trying out methods of handling this wood, so we really never got started on 
the real operating of Anticosti Island. 

The CuHairmMAN: You had a large capital expenditure for the installation? 


By Mr. Power: 


Q. What did Port Alfred wood cost your company, you had to pay for it? 
—A. Cost us? 

Q. What did Anticosti Island wood cost the Port Alfred company, what 
did it pay for it?—A, The Port Alfred company never received any, 

@. Was there never any Anticosti Island wood landed at Port Alfred?—A. 
No. It was used mostly by the St. Maurice Mill and the Cape and Wayaga- 
mack, JI beg your pardon, I missed there. We did bring some wood to Port 
Alfred from Anticosti. 

Q. You do not know how much it cost you then?—A,. [I don’t remember 
how much, 

Q. Do you know how many cords of wood were taken off Anticosti?—A. 
Between 300,000 and 400,000 in the whole period that we operated. There was 
a great deal of wood taken off by Meunier. 

Q. But in the period when it was operated by the Anticosti Corporation 
you say there were 300,000 cords?—A. Somewhere in that neighbourhood. 

Q. That was two seasons?—A. Oh, it was more than that, about three 
years or four years. 

Q. Four years?—A. Yes, three to four years. 

Mr. Hepeson: Four seasons, 430,000. 

The Cuatrrman: Was that the total in the four seasons? 

Mr. Hopeson: Yes, sir. 

Mr. Power: That under the terms of the contract was to be the total for 
one season, under the terms of the agreement between these corporations. 


The CHAIRMAN: Well, 390,000 for the first three years and 420,000 each 
year after that. 
The Witness: We never reached that point. 


By Mr. Power: 

Q. You never reached the minimum quantity which you had undertaken to 
take off?—A. Oh, no. 

Q. And to your knowledge did Port Alfred pay a sum of money equal to 
the minimum quantity that it engaged itself to take off the island?—A. Yes. 

Q. For how many years?—A. Up till the time of liquidation. 

Q. I do not want to go into all this figuring again as to the value of a 
share of Port Alfred in terms of Consolidated, but your shares of Port Alfred 
were exchanged two and three-quarters for one of Canada Power & Paper?— 


A. Yes. 
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Q. And those 2? shares have become?—A. They have become about $3.50. 

Q. About $3.50 for ten of them?—A. Yes, ten of the exchanged shares. 

Q. So your one share of Port Alfred now would be worth about a quarter 
of $3, that is about 75 cents, that is right?—A. Yes. 


Mr. Power: That is all, thanks. 


By Mr. Howard: 


Q. Mr. McKee, as operating manager of Consolidated and of Port Alfred 
beforehand, how did the wood from Anticosti compare with other wood that 
you were getting?—A. Will you just repeat that again, Mr. Howard? 

Q. I say, as the operating manager, that is, the paper man of the concern, 
how did the wood from Anticosti compare with other woods you were getting?— 
A. Oh, very much higher. 

Q. In price?—A. In price. 

Q. But as to quality?—A. The quality was very good. 

Q. As good as the average?—A. It was very good wood. 

Q. Could you get as many pounds of pulp from the Anticosti wood as from 
North Shore wood?—A. From North Shore wood, yes. 

Q. But not as good as you could if you had used Peribonka?—A. No, be- 
cause the Peribonka is black spruce. 

Q. I might ask you the same question I asked Mr. Chahoon, a few minutes 
ago. You considered the Anticosti, as a purchase for reserve purposes, a good 
purpose?—A. I did. 

Q. But taking the figures you gave a minute ago, and taking the growth 
of 24 per cent per annum, you would know that you were using at Port Alfred 
250,000 cords of wood that the limits you had on the Peribonka would never 
be exhausted, because it would have produced enough for 2, 3, and 4—.—A Yes, 
but we had very ambitious plans. The whole plan was rated up for 8, instead 
of 4 machines. 

Q. That is exactly what I wanted. In other words, you, like the other 
rae ee were considering that the paper business was a good one at that time?— 

. It was. 

Q. You were going to expand?—-A. We had in prospect, business for that 
additional equipment, due to the increase in the demands of our customers at 
that time; but we did not know all this other expansion was going to come in. 
Our business was expanded so that we had the right to believe we could keep 
on installing to take care of our customers, but instead of that, this other very 
Wide expansion came along. 

Q. You were a shareholder personally of Port Alfred?—A. I was, to a 
very large extent. 

Q. You favoured the amalgamation of Canada Paper?—A. Was I in favour 
of it? 

Q. Yes—A. Not up until the last; always opposed it. 

Q. Oh?—A. Personally. 

Q. Why?—A. Because I had great faith in Port Alfred; there was a reason 
for our going into Canada Power, First— 

Q: You personally, as a large shareholder, did not favour it?—A. Did not 
favour it at the start. I did when we finally came in; I was for it. But condi- 
tions changed as time went along, because of the contract situation. Our con- 
tract made it more favourable for us to come in with Canada Power than to 
stay out. 

Q. In other words, you did not feel that all alone in the field you could 
maintain your price?—A. No. 
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By Mr. Power: 
Q. That is to say it was very difficult for an independent concern to carry 
on in those days?—A. Yes. 
The CHAIRMAN: Or maintain its contracts? 
The Wrrness: To maintain our contracts. 
Mr. Power: That is all. 


By the Chairman: 

Q. I should like to ask a question, I have asked this of Mr. Gundy, and 
I am going to ask it of you. You were the president of the Port Alfred com- 
pany at the time of the merger. Was there any remuneration, fee or commis- 
sion, direct or indirect, paid to anybody on the merger of this company in the 
Canada Power and Paper company?—A, Absolutely none. 

Q. None?—A. None. 

. Was there any fee, commission or remuneration or advantage, either 
direct or indirect in the purchase of Anticosti?—A. Nothing. 

Q. To any of your companies?—A. Nothing, excepting the $500,000 to 
Wayagamack. 

Q. Just why was that paid to them? They had the option?—A, They had 
the option. 

Q. Was it because of the sale of the option?—A. Sale of the option. 

Q. The purchase price of the option. So long as we understand it, you can 
call it anything you like. That is all. 

Witness discharged. 


CHARLES Ross WHITEHEAD, called. 
ai 


By the Chairman: : 

Q. What is your name?—A. Charles Ross Whitehead. 

Q. Where do you live?—A. Three Rivers, and I work in Montreal. 

Q. What is your present connection, if any, with the Canada Power and 
Paper Company—another assisting president?—A. In charge of the business end. 

Q. The financing?—A. Yes. 

(). You are the vice-president in charge— —A. No, in charge of the general 
business. 

Q. Who is the president, Mr. Belnap?—A. Mr, Belnap is president. 

Q. In charge of finances?—A. In charge of finances. 


By Mr. Power: 

Q. Mr. Whitehead, am I making a correct statement when I say you were 
the founder of the Wayagamack Pulp and Paper Company?—A. Yes. 

Q. Prior to that you had been interested in the textile business?—A. Yes. 

Q. In 1910 you organized the Wayagamack Pulp and Paper Company?— 
A. Yes: 

The CHamRMAN: Have you the balance sheet of the Wayagamack company? 

Mr. Powrr: I have not got one. 

The CuarrMAN: Have vou the balance sheet? 

The Witness: I have at the hotel, but not here. 


(Wayagamack balance sheet printed supra, p. 889.) 


By Mr. Power: 

Q. How was the Wayagamack capitalized at the beginning in 1910. What 
was the capitalization?—A. In 1910 we issued 50,000 shares of common stock 
and an authorized issue of 5,000,000 bonds, 6 per cent, 40 year, of which we 
sold 3,500,000. 
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Q. Did you say $50,000 worth of common stock?—A. 50,000 shares. 

Q. $100 a share?—A. $100 a share. 

Q. $5,000,000— —A. $5,000,000; an authorized bond issue of 5,000,000, of 
which we sold 3,500,000. At a later date, in March, 1922, we sold the other 
million and a half. 

Q. How did you pay for the 50,000 shares; were the 50,000 all paid up?— 
A. They were issued paid up for a power contract on the Baptist property that 
we acquired beforehand, and other considerations. 

. Who acquired the Baptist property? You personally?—A. Yes. 

. You did personally?—A. Yes. 

You purchased the lumber mills, I understand?—A. The whole property, 

yes. 
- Q. What other properties did you acquire?—A. The limits 

Did you acquire Ritchie’s?—-A. From Baptist, also? 

. Did you acquire the Ritchie property, too?—A. No. 

. So, the nucleus of the Wayagamack was the old Baptist timber limits 

and saw mills?—A. Yes. 

The CHairMAN: Crown limits? 


The Witness: Crown limits; small freeholds amongst that, but they would 
not amount to anything. 


By Mr. Power: 


Q. Those limits were paid for out of the proceeds of the sale of the stock 
in Wayagamack, is that it?—A. Paid for out of part of the sale of the bonds 
and part in stock. 

Q. Then you proceeded to erect the mill?—A. Yes. 

Q. A paper mill?—A. Yes. 

Q. A kraft mill?—A. Yes. 

Q. You were not in the newsprint business?—A. No. 

Q. You never were?—A. Kraft pulp and kraft paper. 

Q. You proceeded to erect a kraft paper mill? 

The CHarrMAN: Were you never in the newsprint business? 


The Witness: Never in newsprint. 


By Mr. Power: 

Q. It was paid for out of the proceeds of the bonds?—A. Yes. 

Q. So that, let us say in 1911 you had a kraft paper mill and how many 
miles of limits?—A. 1,121. 

Q. You had 1,121 miles of limits which had been paid for out of proceeds 
of the sale of $5,000,000 worth of stock and $5,000,000 worth of bonds?—A. 
Yes. 

Q. And then, was there any further change in your capitalization?—A. No; 
the next change was in March, 1922, when we sold the balance of the bonds, at 
that time 1,500,000 for further capital expenditure. We enlarged the mill at that 
time. 

Q. You enlarged the mill?—A. Yes. 

Q. Did you acquire any further limits?—A. No. 

Q. That is the last capital reorganization or capital increase?—A. Yes, that 
was the last until we came to the next business. 

Q. That was— —A. That was in January, 1925. Previous to that time, 
during the summer of 1924, I went over to the other side, and negotiated a loan 
with the British government under the Trades Facilities Act for £425,000, 5 per 
cent bonds, maturing in 1940, maturing through a sinking fund. We also, through 
Wayagamack, floated 1,500,000 63 per cent five-year general mortgage and 
collateral trust gold bonds. 


DOOD LOO 
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Q. These, too, were to build the news mill?—A. The newsprint mill, yes. 

Q. How many machines?—A. Two machines. 

Q. At Three Rivers?—A. At Three Rivers, right alongside the other one, 
right alongside the kraft mill. At the same time we issued for the news mill 
2,000 shares of common stock which all went to and are still held by the Wayaga- 
mack, or as long as it was a company. 

Q. What was the consideration?—A. There was not any. We had put as 
collateral security for that 1,500,000 of bonds which the Wayagamack sold and 
gave the proceeds to the news mill. 


The CuarrMan: Issued as a bonus? 


The Wirness: Issued as a bonus, but it went to the other company. They 
did not go to any people, never were distributed. 


The Cuarrman: Did you have two separate companies of newsprint? 
The Witness: Yes. 

The Cuatrrman: Another set-up? 

The Witness: Yes, sir. 


By Mr. Power: 


Q. It was called Wayagamack News Limited, was it not Mr. Whitehead? 
—A. Yes, but we ran it and kept it separately at that time. 


By the Chairman: 


Q. The old Wayagamack, did they guarantee the bonds of the newsprint 
mill?—A. Yes, actually issued bonds themselves and turned the proceeds over. 


By Mr. Power: 


Q. Just as a matter of curiosity, what security did you give the British 
government, did you say?—A. The British government? 
Q. For the loan of £425,000. 


The CHarrMAN: What did you give them? 
The Wirness: A mortgage on the property, a mortgage bond. 


By the Chairman: 


Q. You held a trust. mortgage against it, did you not?—A. No, that was 
the first. 

Q. $5,000,000?—A. That was along with the Wayagamack kraft mill when 
it became the newsprint mill. 


By Mr. Power: 
Q. The British government assisted you to the extent of £425,000 in the 
building of the newsprint mill?—A. Yes. 
The Cuarrman: And took a first mortgage? 
Mr. Power: And took a first mortgage? 
The WITNESS: Yes. 
The CHarrMan: A closed first mortgage? 
The WIrTNsss: Yes. 


By Mr. Power: 
Q. You really bought £425,000 worth of British machinery—A. I bought 
£425,000 worth of British machinery. 
Q. Then, the Wayagamack went on until it was taken over without any 
change in capitalization?—A. Yes; it went on like that until—first of all, in 
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1920, Wayagamack Pulp and Paper Company got out supplementary letters 
patent, and took authority to exchange their 50,000 common shares of the value 
of $100 par value for 100,000 shares of no par value, and also obtained power 
to issue 150,000 additional shares of no par value. At that time, they did 
nothing more than get out the supplementary letters patent. They took no 
action. 


The CHAIRMAN: They did not make the exchange. 


The Witness: Not at that time. Then, as we built the news mill, they 
did exchange. They exchanged the 50,000 shares of $100 par value, for 100,000 
shares of no par value. 


Mr. Power: That is to say, the shareholders got two shares of no par 
value for one share of $100? 


The WITNESS: Yes. 
The CHatrrMAN: That did them no harm. 


The Witness: No. What governed us at that time we thought that it 
was fair to have our statements out and the value of the share was whatever 
that statement was shown at. 


By Mr. Power: 


Q. And then in 1929—.—A,. Then, at a later date, on the 15th March, 1928, 
we issued 33,333 shares, that is how those odd shares come in, at $60 a share 
to our shareholders on the basis of one in three, and we used the process of 
that to retire a million and a half dollars of bonds we had issued for the news 
mill, or the 64 per cent bonds. We got them out of the way. 

Q. Were they British bonds?—A. No, Canadian bonds, but they were 
maturing, and they got them out of the way. 

Q. You got them out of the way by the issuing of the——A. The common 
stock. 

Q. What was next?—A. Then, on September 24, 1929, we joined the Canada 
Power and Paper Corporation on the basis of $50 principal amount, 54 per cent 
debenture stock, as you heard this afternoon, and 14 shares of common. 

Q. What were your shares worth on the market from 1920, say, to 1929 
when you joined the Canada Power and Paper Corporation? Of course, there 
was a change in them there, but take from the time the new shares were created, 
the new no par value shares, what was the value on the market?—A. I would 
not like to say offhand. I know some of them ran pretty high, because I paid 
pretty high myself, 

Q. They ran from about $60, I suggest to $140?7—A. Yes; I paid $149 for 
some. 

Q. You paid $149 for some?—A. Yes. 

Q. Could I ask you to do some figuring and tell us what they are worth 
to-day?—A.Well, I think they would be worth a good deal more than they are. 

Q. That will be something?—A. Yes. 

Q. I am glad to know there are some optimists. 


By the Chairman: 


Q. You have faith in Canada Power?—A. I have, or I would not be 
working day and night like I do. I am perfectly sure of it. You may laugh, 
but I think the company will come back. 

Q. Unfortunately, a large number of common shareholders have been prac- 
tically wiped out—A. There is no doubt about that. 

The CHAIRMAN: That is the sad feature of it. 


The WITNESS: Yes. 
{Mr. C. R. Whitehead] 
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By Mr. Power: 


Q. Now, let us go back to Anticosti. You negotiated this transaction, did 
you not Mr. Whitehead?—A. Yes. 

Q. You went to France and interviewed Senator Meunier and found out he 
wanted how much?—A. He told me to get in touch with Mr. Martin-Zede. 

Q. He was the commandant of the island?—-A. Yes; he had been the com- 
mandant of the island. It was Mr. Meunier proper who bought the island. 
Martin-Zede was his very personal friend. In fact, he was the man who induced 
me to buy that. J never knew what it was, but I had a deal with Martin-Zede, 
and I only saw Mr. Meunier three or four times. 

Mr. Powrr: Might I just stop to explain, for the sake of the record, that 
as far as I can recollect Meunier purchased outright the whole Island of Anti- 
costi and obtained certain rights which were equivalent to the old seignorial 
rights; he had mining rights, fishing rights, and timber, hunting; in fact he was 
a kind of a sovereign of the island, subject to the sovereignty of the Dominion 
of Canada. 

The CHAtrMAN: He had to buy it from Quebec. 

Mr. Power: He bought it from the government of the Province of Quebec. 

Mr. Coppan: From Stockwell. 


Mr. Power: But in any case he had some extraordinary rights there, and 
he had a gentleman in chargé who was called a Count. People were not allowed 
to land on the island without permission. No fish could be taken, and there was 
no hunting allowed, except by Senator Meunier and his friends. In other words, 
he got it as a private game preserve, with the exception that at odd intervals 
he cut off a little pulp wood, probably to pay for the cost of administration; 
and that was the situation when Mr. Whitehead proceeded to France, and he 
was asked to interview Martin-Zede, who had the title of Commandant. 


By the Chairman: 

Q. What was the underlying motive in buying it, Mr. Whitehead?—A. 
Like Mr. McKee, I was ambitious, and when we laid out a plan for two machines, 
we actually laid out for four. The only reason we never put four in was that 
we were just pushing into the industry, and we had practically no right there. 
At that time when I went across to the island we had looked carefully all over 
the Province, everywhere where it was tributary to our mill, and we could not 
find the limit anywhere that was not under option to the Canadian International, 
except Anticosti Island. 


By the Chairman: 
Q. That was when Hsteri sold out to Graustein? 


By Mr. Power: 

Q. Limits were hard to find at that time?—-A. They were hard at that time 
to find. 

Q. Well then, you proceeded to France and you were sent by Senator 
Meunier to his Commandant, Mr. Martin-Zede. You were under the impression, 
it seems to me that you must have been, that there was an arrangement between 
Meunier and Martin-Zede that he was to have a commission any time it was 
sold?—A. He demanded it anyway. 

Q. Mr. Meunier demanded it?—A. Yes, he demanded it. 

Q. And you purchased the Island for $5,500,000?—A. $7,000,000. 

Q. For $6,500,000?—A. No, $7,000,000 we paid for it. 

Q. Or you paid for it $7,000,000 and $1,000,000 went to Martin-Zede as 
commission?—A. Yes. 

{Mr. C. R. Whitehead] 
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Q. And $500,000 was paid in commission before it was turned over to you; 
that came out of the other two companies? 


The CHarrMan: It did not come out of Meunier. 


The Witness: That came out of the other two companies, they paid our 
company half a million dollars for the option. 


The CHairmMan: So it cost $7,500,000. 


By Mr. Power: 


Q. That is to say, Meunier and his associate Martin-Zede received 
$7,500,000?—A. The other half million never changed pockets. 

Q. $7,000,000 went to the French interest?—A. Yes. 

Q. Then you returned to Canada and you found that perhaps this was too 
big for Wayagamack alone?--A. We returned with the option, and we knew 
it was too big. 

Q. It was too big, you returned with the option and then you went to the 
Port Alfred, and the St. Maurice companies?—A. I met Mr. Gundy. 

(Q). You went to Mr. Gundy.?—A» Wes. 

Q. He was then interested in both Port Alfred and the St. Maurice, and you 
suggested to him that they should take two-thirds of this option 2A. It was 
the other way around, he came to me. As it was freehold it could be exported. 

Q. It was of great use to the Canadian International, they had mills out- 
side and this was exportable?—A. We thought it was pretty valuable at that 
time. It was too large, 15,000,000 cords, more than we wanted. 

Q. You agreed to turn over this island to the Anticosti corporation at a 
price of, what?—A. Half a million dollars plus. 

Q. $7,500,000?—A. $7,800,000. 

Q. Of which each of the companies should pay one-third?—A. No, each 
paid one-third of the $7,000,000, but Port Alfred and St. Maurice paid over 
half a million to Wayagamack. 

Q. Paid over half a million to Wayagamack, and that money went into 
Wayagamack’s cash?—A. Yes. 


The Cuatrman: At that you actually got one-third of the other half 
million. That is how it works. 


Mr. Rower: .That is it. 
The CHatRMAN: Well, that was a good stroke, Mr. Whitehead. 


By Mr. Power: 


Q. I do not know that I want to discuss the point you have just raised. 
I will ask you just one question: at that time, and even to-day, pulp cut off 
bene in the Province of Quebec is not exportable to the United States? 
—A. No. 

Q. And this being freehold land it was exportable?—A. It was exportable. 

Q. And had an additional value on account of the wood being exportable, 
and the pulpwood being saleable in the United States, whereas from other 
limits in the Province of Quebec pulpwood could not be so sold?—A. That is so. 

Q. It was therefore more valuable to a concern which had mills in the 
United States than to a concern which had mills only in Canada?—A. It was 
valuable for sale outside. 

Q. It would have been more valuable to the International than to others. 


The CHarrman: Would not it be rather this way, that the freehold would 
be more valuable in the United States than Quebec Crown Land timber; that 
is what you really mean. 


Mr. Power: Yes, quite. 
[Mr. C. R. Whitehead] 
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By Mr. Power: 


" a Now, proceeding, you were a director of the Anticosti corporation ?— 
XV GS. 

@. You became a director?—-A. I became a director, yes. 

Q. One of the managers, no doubt?—A. No, I was not a manager, but I 
became a director. 

@. And the company proceeded to operate?—A. Yes. 

@. We have just been told that during four years of operation there were 
approximately 450,000 cords of pulpwood cut?—A. Yes, 430,000. 


By the Chairman: 


Q. You were president of the Anticosti corporation, weren’t you?—A. No, 
Mr. McKee was president. 


Q. Oh no, excuse me; that is right, I am mixing the two men. 


By Mr. Power: 


Q. Some wood was delivered to Wayagamack?—A. Yes. 

@. What was the cost of the wood delivered to you as compared to the 
wood which you obtained from your limits?—A. Well, it was more expensive. 

Q. Much more?—A. Yes, it cost us a good deal more. 

Q. Is it fair to say that it cost you nearly $25 a cord for Wayagamack? 
—A. No, it cost us much less than that. 

Q. How much less?—A, About $14. I would like to give a little explana- 
tion here, because a statement like that without an explanation is really not 
fair. If we had started in quietly at Anticosti—you see, we had two obligations 
there; one was to take off the wood and pay so much a cord, or we had to pay 
up in cash. Had we gone at it a little more slowly starting we undoubtedly 
would have had very much cheaper wood, We started in with a little too large 
operation, First of all, we did not get a man—the man we got was not the man 
to do it successfully. It is pretty hard to get a man to go down there and load 
at Anticosti, You expect a man to take off from 150,000 to 200,000 cords of 
wood. As we went on we got up in our costs. Mr. Howard and I could probably 
never agree on this, but I still believe, I feel very sure, that we can take wood 
off Anticosti very economically. We made a very careful study of it, and that 
study cost us a lot of money, and that cost went into the wood. 

Q. How do you arrive at your figure of $14, Mr. Whitehead?—A. We are 
taking the money that we spent. 

Q. Including the carrying charges?—A. Yes, and you have to add $2.40 
stumpage. 

That would be $16.40?—A. Yes. 

How about your obligation?—-A, That was a capital charge, almost the 
same as though you charged interest on what you pay on your limits, which you 
don’t do as a rule. You buy your limits and you do not charge that interest on 
your limits on your wood, do you. At Anticosti you hardly require to charge 
that $2.40 onto the cost of the wood. 

Q. Somebody had to pay it?—A. We also have to pay it on our limits. 

Q. It has to go somewhere?—A. Yes. 

Q. Did you take into consideration in arriving at this $14 cost, the cost of 
installing your plant, and so on, at Anticosti?—-A. We put the interest on it. 

Q. In other words, this is just the pure cost of chopping down the trees and 
bringing the pulpwood around to wherever the shipping point was, and ship- 
ping it to Three Rivers?—A, And taking it to Three Rivers. 

Q. And $14 was that cost. 


The CuatRMAN: Plus interest on capital invested at Anticosti. 
[Mr. C. R. Whitehead] 
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The Wirness: Plus $2.40 interest. When you buy a limit and put money 
up for your limit, you do not charge yourself with the interest that you ulti- 
mately pay, you put it against the cost of the wood. So I do not think—prob- 
ably we ought to take that $2.40 and put it against the cost of the wood, which 
was in the neighbourhood of $14. 


By Mr. Power: 

Q. What would you pay for the wood in the neighbourhood of your mill? 
—A, About half that. 

Q. On your capacity of two newsprint machines, and how many kraft 
machines?—A, We have five, 

Q. How much wood do you require per annum?—A. We really increased to 
seven kraft machines, It would take nearly one and three-quarter cord for a 
ton of kraft paper. 

Q. I am speaking of the time you purchased Anticosti, you had five kraft 
machines and two newsprint machines. 

The CuHarrmMaN: What the requirements were before you bought Anticosti. 

The Wrrness: Over 450 cords a day, around 125,000 cords a year. 

Q. What do you figure you had on the Wayagamack limits?—A, We had 
1,121 square miles, and we figure about 6 to 7 cords to the acre, 

Q. I figure it at 8 cords, roughly 6,000,000 cords. Eight would be a little 
high at that time?—A. That would be perhaps a little high. 

Q. So you would have about 5,000,000 cords?—A. I did not figure that out. 
I do not remember that. 

Q. You could have cut your 120,000 cords a year without interfering with 
the annual growth, without using your capital, so to speak, of the limits?—A. 
You must remember that Wayagamack limits are not all timber. I figure ycu 
could not get that, because you see you have got to allow for fires and things 
like that. 


By the Chairman: 
Q. What is the natural growth there?—A. You have a great deal of area in 
lakes and you have to allow for that. I cannot tell you off-hand the number 
of cords we estimate, I do not remember, 


By Mr. Power: 

Q. I should imagine if you had to issue a prospectus about that time, in 
order to get the public to buy your preferred stock or bonds, that you would 
certainly have given the cordage over the entire area as at least 6 cords to the 
acre?—-A. I think 6 cords to the acre for the entire limit would be all right. 

Q. So that would be about 4,200,000 cords. 

The CHatrMAN: Would not that be a very small cordage for that number 
of machines? 

Mr. Power: That is just what I am coming to; I think possibly it was in 
this instance at any rate. 

The Wirness: It was a very small cordage for our mills. 


By Mr. Power: 


Q. In this instance at any rate he was below, away below, the margin of 
safety, let us say, for perpetual operation of these limits. You use about 100,000 
cords?—A. We had a fire in which we lost 100 square miles, and which also had 
an effect on our feelings about the matter. 

The CuHarrmMan: Now, Mr. Power, before you leave this witness, and I 
think I should have brought it to your attention before, what relation do the 
banks have to this. We are losing sight of that particular aspect of the enquiry. 


(Mr. C. R. Whitehead] 
82684—56 


882 SELECT STANDING COMMITTEE 


Mr. Power: I asked you to bring my attention to it in case I went astray. 
The Cuarrman: I am doing so now, I intended to before. 


By the Chairman: 


Q. In the pulp and paper industry do the banks have a right to know all 
of this, in the expansion of Wayagamack or in Anticosti?—A. I do not know that 
we consulted them very much about it. 

Q. You do not consult them. Do they finance you?—A. No, they never 
financed us. I have a record here of our dealings with them from 1914 to 1931. 

Q. What was the extent of the credit; I do not mean in hundreds of 
thousands, but was it for working capital purely?—A. Pure and simple. In the 
first year, early 1914, we asked them for a credit of $250,000, because we had 
capital enough practically to work on. They carried us along and we reduced that. 
It was $50,000. In 1918 we had asked for $800,000 and we paid them that year. 
The next year we paid it off. The next year we asked for $1,700,000 and we 
used $1,200,000 and we paid that off. The next two years we asked for $1,900,000, 
and we reduced it to $200,000. The next year we asked for $700,000, and 
reduced that to $360,000. The next year we asked for $1,500,000 and reduced 
that. And the next year we asked for a million and a quarter, took a million 
and reduced that to nothing. So that it was reduced every year to nothing. 

Q. That is a fine record. Have you at any time ever received from any 
of the banks loans for capital account, for capital expenditures, for the building 
of mills and the installation of machinery, or the purchase of limits?—A. At one 
time I temporarily used them for a small loan. They knew what I was going to 
do at the time. It was used to a certain extent for machinery that we put in. 

Q. That is a temporary advance? 


By Mr. Power: 


Q. Did you ever ask the banks for any money in connection with Anticosti? 
—A. No. 

Q. You simply sold your option to these other two corporations, or to the 
Anticosti corporation, and you got that $6,000,000 from the public; is that right? 
—A. Yes. 

Q. And you received the money from the public before you were called 
upon to pay Meunier?—A. No, we paid Meunier first of all. 

Q. Then what?—A. We made a loan for that. 

Q. Made a loan, from whom?—A. From the bank. That was a very short 
loan, a temporary loan. 

Q. What bank?—A. The Bank of Montreal, I think, I am not sure. 

Q. Which is the guilty party there? 

Mr. Witson: I just heard the statement you made about the bank loan, Mr. 
Whitehead, and I was going to refresh your memory. There was a loan. The 
Royal Bank made the loan for two or three weeks, until you could complete the 
deal and give over the securities to the bond dealers. 

Mr. Power: That is to say the loan was made to meet the payment due 
Meunier, $7,000,000? 

Mr. Witson: Yes, it was probably in that vicinity. I remember another 
incident in connection with it, the stipulation was made that we would not make 
this big loan unless Senator Meunier agreed to keep the money on deposit with 
us for a couple of months, which he did; so we got the deposit for a couple of 
months and made the loan. 

Mr. Power: It is suggested to me that I ask Mr. Wilson whether he paid 
Meunier any interest while the money was lying there. 


Mr. Wrison: I daresay we did. 
[Mr. C. R. Whitehead] 
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Mr. Power: Because within a short time the public subscribed enough 
money to pay off the loan from the bank. 


By Mr. Howard: 


Q. Mr. Whitehead, in your transactions with the bank, when you borrowed 
this money for the Anticosti Corporation, what security did you give for the 
loan?—A. The temporary loan? 

Q. Yes, the temporary loan to pay Meunier?—A. I do not remember. 

Q. You do not know if you gave any?—A. I do not remember. 

Q. Did you guarantee the loan personally?—A. No. 

Q. Did you, in connection with some of your transactions, in the financing 
of your own property?—A. No. 

The CuairMan: The probabilities are that they issued a first bond issue 
and they put up one bond of $6,000,000—a temporary bond—while the others 
were actually guaranteed, and the bank held that temporary bond. 

Mr. Power: Is that what they did, Mr. Wilson? 


Mr. Witson: No. We did not hold any bond. We satisfied ourselves that 
the bonds had been sold to responsible people, and we knew the deal was going 
through, and we had the joint and several obligations of these three concerns, the 
Wayagamack and St. Maurice and Port Alfred. 

Mr. Howarp: From the time, due to the two answers we have received 
that you decided to pay off Meunier with a public bond subscribed for $9,000,000 
—$6,000,000 of bonds and $3,000,000 of preferred stock, somebody must have 
underwritten the issue. Do you know who were the underwriters for that bond 
issue before it was sold in public? 

The CHarrMAN: We could recall Mr. Gundy, on that point. 


Mr. Witson: Wood, Gundy underwrote them and sold them in ten days, 
the bonds and the preferred stock. 

The CuairMAN: Here is the prospectus for the 7 per cent preferred, and 
that was August 6, 1926. (See prospectus, printed supra, p. 862.) 


By Mr. Howard: 


Q. Now, I would like to ask the witness two or three questions, not perhaps 
on this, but in connection with this matter. Mr. Whitehead, when you first 
made your amalgamation with Canada Paper and Power, or before that time, 
how did you happen to get onto the Wood committee of the Canada Paper and 
Power?—A. I never was on the Wood committee. I had matters come before 
me with the other directors. I never was on the Wood committee—never until I 
was in that company. 

Q. Until you were in the company; but after you were in the company, 
then you took on obligations and you and another gentleman supervised the 
contracts for the purchase of wood?—-A. Yes, we supervised, and to a certain 
extent with others. 

Q. With another gentleman and Mr. Faure who was the manager of the 
Woods operation, but Mr. Faure signed no contracts that you two did not O.K.? 
—A. I may have looked at them, yes. 

Q. At certain times during that period did you find that considerable wood 
contracts had been made where the contracts had not been definitely signed and 
which you turned down?—A. I did turn down some contracts not definitely 
signed, yes. 

Q. For any special reason?—A. Yes, we had too much wood. 

Q. But, at the same time, when you did that you were taking Anticosti wood 
at double and a half the price?—-A. To a certain extent we were. 


[Mr. C. R. Whitehead] 
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Q. Now, in your figures on the wood from Anticosti, you said a little while 
ago that $16.40 was the figure without figuring in your capital writeoff. At 
that time that was about double, according to your figures of what you could 
buy wood for?—A. My bond was for certain wood on which the contracts could 
be cancelled. I had only come into the affair about that time. You know that. 

Q. I happen to know that—A. And the Anticosti operation was on at that 
time and that wood had to be taken and cut and transported. 

Q. When you cut wood for the Baptist limits and the Wayagamack limits 
at that same period, what did you figure that was costing you?—A. Somewhere 
around $7. : 

Q. And in spite of that, the annual growth, without any depletion, in per- 
petuity represented 100,000 cords of wood, (and the limits were located on the 
ot La river) you still thought the Anticosti contract was a good contract? 
—A. Yes. 

Q. What effect do you think the Anticosti purchase as a whole, and its 
obligation, had in connection with the liquidation of the company?—A. I say, 
taking the other things into account, that a good many things cause that; but 
if you look back, seeing the picture as we see it to-day, there are a good many 
things we did that if our foresight had been equal to our hindsight we would 
not have done then. 

Q. You are a financial man, and I know you have had considerable experi- 
ence in financing, do you realize that if Anticosti is not touched—of course, I 
know you are not paying interest on the bonds—but even the bonding charges 
or the interest on the money loaned would represent pretty nearly half a million 
dollars a year?—A. Yes. 

Q. And if that was fifteen years without operation it would add seven and 
a half millions to the price of sixteen millions; in other words, it would be worth 
twenty-three and a half million dollars?—A. I may say that we are doing every- 
thing we can to get revenue off that island one way or another. We are gradually 
building up that revenue. 

Q. And you are still of the opinion that wood can be got from Anticosti, if 
handled carefully at a reasonable price?—A. Yes. 

Q. Not at to-day’s price, but a reasonable price?—A. Yes. 

Q. And you say that during your financing of your own company, Wayaga- 
mack, at no time did the banks want you to cover your loans or reduce your 
loans or clean up?—A. No, sir. 

Q. You had no trouble?—A. No, sir. 

Q. And you always got what credit you needed. What loan did your com- 
pany have when you went into Canada Power and Paper—what bank loan did 
you have?—A. I did not have any. 

Q. Now, to get back to your wood contracts. In connection with any of 
the contracts which you turned down when you were acting on the Wood com- 
mittee, did you get into any lawsuits?—A. No, sir. 

Q. Nobody sued you for breach of contract?—-A. No, sir. 

@. And you turned them down with a smile and thought it was all right? 
—A. I turned them down with a good deal of compunction, as you know. I 
did not smile. 


The Cuarrman: Mr. Whitehead would like permission to make a state- 
ment in the nature of a justification of their course, and I think, it is due to him 
to allow him to make that statement. He has some charts and figures. 


Mr. Power: He can file them as far as I am concerned, and they will be 
printed in the record. (See Appendices AI and AJ.) 


The CuarrMan: They are charts and figures. Perhaps he would like to 
give some explanation and then file them. 
[Mr. C. R. Whitehead] 
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Mr. Howarp: In connection with Anticosti? 
The Cuarrman: No. The newsprint situation. 


The Witness: This afternoon or this evening somebody asked me when 
Mr. Gundy came into this thing whether he was in favour of going into the 
Canada Power and Paper Corporation. I have been asked why I went into it. 


Mr. Howarp: Have you asked yourself that? 


The Witness: I have asked myself a good many times. Nevertheless, 
having done it the thing is to look it squarely in the face and pull the 
matter through if we can, and I think we are going to do it. Now, the point is 
this, that at the time the Canada Power and Paper Company was formed in 
1926—that was the last paper mill they built, the last extension they put in 
was in 1926—at that time they foresaw, no doubt, that their plans were to go 
on and increase, but they foresaw that others were going into the business. It 
was rumoured around, and as Mr. Gundy said, some of these people started 
some time in advance before they actually built the mill. But the men in charge 
of the Canada Power and Paper Company—I was not in it at that time— 
foresaw this and they stopped blank at 1926 and they built nothing after that 
date. Now, we come to 1927, and the Abitibi put in 500 tons extra, Anglo- 
Canadian put in 240, Brompton put in 120, Canadian International put in 500, 
Fort Francis put in 120, Thunder Bay put in 120 tons—in all 1,600 tons a day 
in one year. In 1928 the Anglo-Canadian put in another 240 tons, Kenora 
Paper Mills put in 125 tons, Lake St. John put in 260 tons, Spruce Falls put 
in 480 tons, Thunder Bay put in 126 tons, Murray Bay put in 100 tons, mak- 
ing 1,331 tons. In addition to this United States and Newfoundland were also 
adding tonnage. In 1929 Bathurst put in 70 tons and the Canadian Interna- 
tional put in 45 tons, Great Lakes put in another 150 tons, Mersey Paper 
Company put in 240 tons, Price Brothers put in 240 tons and the St. Lawrence 
put in 150 tons, making a total of 895 tons. In 1930 the Canadian Interna- 
tional put in another 480 tons, MacLaren put in 240 tons, Powell River put in 
120 tons, or another 840 tons. So it is rather astounding when you look at the 
summing up. In 1926 the installed daily capacity of Canadian Mills was 7,952 
tons a day. At that time, associated companies, Canada Power and Paper Cor- 
poration stopped and did not put any more in because they foresaw that these 
mills were being built. In 1933 the capacity had increased to 12,618 tons a day, 
or 584 per. cent. At the same time in the United States the total tonnage in 1926 
was 13,960 tons; in 1933 it was 19,401 tons or a total for the North American 
continent of 39 per cent. I feel that the Canada Power and Paper Company 
had some justification at that time in thinking they were going to be pros- 
perous; there was nothing in the world to lead one to think they were not. We, 
in our own Wayagamack, felt that we were going to be successful. We had 
every right to think so at that time. 


Mr, Fraser (Northumberland): What year? 


The Witness: 1926. We had taken great care to look into the situation 
thoroughly, and we foresaw that all these people were building—that this man 
was going to build and that man was going to build—and we stopped. Now, 
had we not got into Anticosti; had we known that none of us were going to 
go ahead with our tonnage I do not think we would have bought more limits; 
we would have stopped buying limits the same as we stopped building mills. 
Looking back I know we look foolish, but looking forward the picture was not 
the same. I think that should be taken into consideration. On top of that 
awful growth in tonnage which caused our production to decrease until we got 
down to almost 35 per cent, and we got down lower than that—there was 
almost a perpendicular drop in paper because consumption of newsprint by the 
publishers dropped off drastically, as you know during the crisis, and the price 
dropped to $30 a ton. So with paper at-$30 a ton plus the extra cost of run- 
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ning your mill at a small percentage, the picture was a very greatly changed 
picture from the one which guided all these men when they laid out their first 
plans. I feel it at this time, and I, probably, was one of the greatest sufferers; 
I own a third of Wayagamack; but at the same time I cannot help but think 
that they used good judgment at that time. Had we seen the future, it would 
have been rotten judgment; but we cannot see into the future; that is one thing 
we cannot see into. 


By Mr. Howard: 


Q. If this is not a personal question, when you went into the merger what 
did you consider your third holdings in Wayagamack were worth at that time? 
ia Well, they were worth quite a few millions. They were counted as worth 
that. 

Q. And what about the same holdings to-day?—A. The stock I paid $149 
for you could get for 50 cents a share. I hold my stock to-day and I work as 
the different officers of this company and the whole staff of this company are 
working to-day believing it will come back. The pity of it is that those who 
were practically wiped out are practically wiped out. We cannot help that. I 
say it will come back. 

Q. Just a word of explanation in connection with what you say. Take 
Brompton—you quoted them as one company that installed 100 tons capacity 
in 1927. Now, the foundations of that plant had been put in ten years prey- 
iously. They were producing pulp that they could not sell. They had their 
whole project with a great amount of wood and everything, and they needed 
that to complete their entity?—A. Mr. Gundy brought that out to-day. Many 
of those people had laid their plans long before, 

The CHAIRMAN: Is it not a fact that most of those projects were started 
in a comparatively small way as pulp propositions, and then they found they 
could not get a market for their pulp and they had to go on and manufacture 
it further or stop. I know that was exactly the case in the paper business. 


By Mr. Howard: 


Q. In spite of that, there is one thing that sticks with me in regard to the 
Anticosti proposition, and that is who in the devil made the figures of the cost 
of the wood, because he must have been off on his figures?—A. You know there 
was quite a joke on that; they called it “ Ain’t it costly”. That was a joke 
along the whole St. Lawrence; but you know perfectly well that one cannot 
give credence to all the stories one hears. 

Q. Oh, no; but still the facts shown to-night show that the cost was 
wrong?—A. The cost was double. 


Mr. Power: I do not want to pose as a prophet, but in 1928 I made a 
speech in the House on Anticosti and I said you would never get out of it. 


Mr. Fraser (Northumberland): What year did you buy Anticosti? 
The Witness: It was in 1926, was it not? 
The CHarrmMan: August, 1926. 


By Mr. Fraser (Northumberland): 

Q. Why did you buy a proposition figured at $14 wood when you were 
buying wood on the mainland at $7?—A, The reason we did it was we did 
not think we had enough wood on the mainland to take care of our mill, and 
the other one was we did not feel, and we do not feel yet that it was always 
going to cost us $14, and when you start a new operation it is necessarily costly. 
If we had considered it in a quieter-way we would have been wiser. 
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Q. Would you and your associates have purchased Anticosti, even to be 
divided as you have explained to-night, if you had not known or had not felt 
that you could finance it with public money?—A. I do not think that entered 
very much into our minds. 


The CHairMAN: They were leaving that to Mr. Gundy. 


The Witness: To tell you our own feeling, if we didn’t take a cord of 
wood off at all we thought we were perfectly able to pay our shot, and we 
would; we were perfectly able to pay our share without any difficulty. 


By Mr. Fraser: 


Q. What security did you deposit with the Bank of Montreal when you 
borrowed $6,000,000 temporarily with which to pay the French owner of Anti- 
costi? 


The CHARMAN: Mr. Wilson covered all that before you came in. 
Mr. Fraser: He did not cover it satisfactorily to me. 


By M r. Fraser: 


Q. My next question is this: listening to this discussion the question arises 
im my mind would it have been possible—and perhaps you can answer this— 
when purchasing Anticosti, to have borrowed the money from the bank, to 
have underwritten it with the brokers, if you all had known it was possible at 
that time to sell the securities to the public?—A. I don’t just follow that. 

Q. I will put my thoughts in more direct language then, and this seems to 
me to be the crux of the situation. The purchase of Anticosti was based on a 
misconception, as you have said yourself a minute ago, as far as the pulp and 
paper is concerned, and, in my opinion, was a false analysis; the whole situation 
as you should have seen as pulp and paper men, was based on the possibility 
of, first, obtaining a loan from the Bank of Montreal on security that the chair- 
man said he would ask Mr, Wilson to explain again, which last was based I 
suppose on the known ability of the broker to sell those securities to the public. 
Now, you have got three lines there, one on your own statement a misconcep- 
tion of the pulp and paper basis; a wrong analysis by the leaders of industry 
in that particular line; and number two, the position of the Bank of Montreal 
in the loan of the $6,000,000 based absolutely on their decided ability of the 
broker or the financial house to sell those securities to the public. Now, a clear- 
cut analysis of the situation is that on the misconception of yourself and your 
associates, the willingness of the Bank of Montreal to loan the money, the 
ability of the salesmen to go and sell the securities to the public, lost the public 
of this country $9,000,000 in connection with the investment—A. I have just 
been trying to explain it. I do not think it was a misconception. In fact, I 
think they were justified in doing as they did. I said the picture to-day had 
changed, but at the time they did these things I think the picture justified it. 

Q. I disagree with you in your statement. You sit there as a witness and 
make the statement that your hindsight is better than your foresight; you 
should have known as pulp and paper men, you should have known from the 
standpoint of men experienced in the business of the future possibilities, that it 
was an absolutely erroneous or mistaken policy, as you now admit; you go to 
the Bank of Montreal and borrow $6,000,000 based on the fact that they knew 
that these securities could be underwritten to the public. The investing public 
of Canada, perhaps not under high pressure salesmanship but under persuasive 
powers would or should have been saved by the leaders of industry and finance 
in this country, but to begin with there was a misconception resulting in a loss 
of $9,000,000 to the public. Am I right or wrong? 


The Cuamman: Mr, Wilson will re-explain, if you desire. 
[Mr. C. R. Whitehead] 
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Mr, Geary: Mr, Fraser speaks of the Bank of Montreal, 
The Cuatrman: It was the Royal Bank. 


Mr, Witson: I suggest that the gentleman who is just speaking, in so far 
as the bank is concerned, has the cart before the horse, and I vigorously protest 
the suggestion that we unloaded $9,000,000 or 9,000,000 cents worth of securities 
on the public. We have never at any time sold those securities or any other 
securities to the public. 

Mr, Fraser (Northumberland): I did not say that. 

Mr. Witson: You said we had a joint responsibility, 

Mr. Fraser: I said you had a triple responsibility. 


Mr. Witson: I deny that. We made this loan in the ordinary course of 
business, 

The CuatrMAn: Purely a banking transaction, as far as I understand it. 

Mr, Witson: The three companies were in first-class credit; they were 
very prosperous; the prices at which their shares were selling on the market 
indicate that too. We made that loan in the ordinary course of business, and 
after we had satisfied ourselves that the securities had been underwritten and 
sold. My memory is refreshed by the representative of Wood, Gundy, who said 
they were sold and delivered in ten days. JI submit that was a perfectly good 
banking transaction, We haven’t any responsibility. 


By Mr, Geary: 

Q. This is a prospectus to the sale of $3,000,000 sinking fund accumulated 
preference shares, and it carries the date in writing, August 6th, 1926. That 
was subsequent to the sale of bonds to the extent of $6,000,000, was it not?— 
A. Is that the Wayagamack? 

Q. No, Anticosti. 

The CuairmMan: Which came first? 

The Wirnress: The bonds and the preferred went at the same time. 


By Mr. Geary: 

Q. I have not got the prospectus, but the security was the sum of $3,000,000 
as the loan on Anticosti?—-A. Yes. 

Q. But more particularly added to that the contract with the three com- 
panies?—A. Yes. 

Q. That was the security for it?A. Yes. 

Q. This prospectus does not mention the price you paid for Anticosti, Did 
the prospectus for the sale of bonds mention the price you were paying for 
Anticosti?—A. I cannot tell you, I don’t remember. 

Q. This prospectus does not mention that you secured at least half this 
amount to pay for Anticosti. Did the prospectus for the sale of bonds indicate 
the amount required to pay for the Island. 

The CHarrMAN: He cannot be expected to remember that. 

Mr. Geary: I would just like to know. As far as I can see, the $9,000,000 
was got from the public here to pay seven and a half million dollars on the 
streneth of the contract that has been criticized as to price, but there is no 
mention in this prospectus, and I take it that there is none in the other prospectus 
of the object of getting the money, that is, you did not own Anticosti outright, 
you still had to pay something, and this money was required to pay for it; there 
is nothing said about this price of seven and a half millions which you had to pay. 

The CHAIRMAN: The cost price? 

Mr. Gary: The cost price. 

The CHatrMAN: The prospectus speaks for itself. 
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Mr. Geary: I mean to say, I think that is the fact. 


The Cuatrman: Are there any other questions to ask of Mr. Whitehead. 
If not, I would like to recall Mr. McKee and Mr. Chahoon just for a moment. 


By the Chairman: 
Q. Mr. Whitehead, were there any commissions paid in connection with 
the merger into Canada Power and Paper to anyone?—A. No sir, not a cent. 
Q. To any bond house?—A. No. 
Q. Or to any of the companies?—A. No, sir. 
Q. Directly or indirectly?—A. No, sir, not in any shape, form or manner. 


Q. It was a pure exchange of security for security, and securities for securi- 
ties?—A. Yes. 


By Mr. Geary: 
Q. Were the $3,000,000 preferred shares issued under writ?—A. Yes. 
Q. And Wood, Gundy underwrote the $6,000,000 bond issue too?—A. Yes. 
Q. They underwrote those and took the responsibility for the sale of this 
$9,000,000 and sold them to the public?—A. And we all bought them, yes. 


Witness discharged. 
G. M. McKes, recalled. 


By the Chairman: 

Q. Mr. McKee, I would like to ask you if at any time during all your 
connection with the Port Alfred any Canadian chartered bank loaned you money 
to buy timber limits, or to build mills, or to buy machines, or for any other 
capital expenditure?—A. Not unless it was just for a very short period when 
the bonds were being distributed. 

Q. While you were getting ready to sell your bonds, to borrow from the 
public; did the banks at any time ever urge you to extend the business of Port 
Alfred?—A. No. 

Q. What did you have from the banks?—A. Nothing more than ordinary 
working requirements. 

Q. At Port Alfred?—A. No, nothing more than ordinary working capital 
requirements. 

Q. Do you remember the volume of your loans?—A. They were very reason- 
able. We had a line of credit. 

A maximum line of credit?—A. Yes, a maximum line of credit. 
Repayable how?—A. It was a continuous loan. 

Did you never clean it up?—A. I don’t think it was ever wiped out. 
A section 88 advance?—A. Section 88. 

Q. Against inventory?—-A. Yes, and these inventories we had to file from 
time to time. 

The CHatRMAN: That is all. 


Mr. Hacxerr: I suppose they had to pledge the bonds for the temporary 
advance. 


Witness discharged. 
The CHatrMan: I would like to ask the same questions of Mr. Chahoon. 


@. 
Q. 
@) 
Q. 


Grorce CHAHOON, Jr., recalled. 


By the Chairman: 

Q. Mr. Chahoon, during the period when you were the head of the Lauren- 
tide, did you ever have from the banks a loan or loans for the purpose of capital 
expenditure—time loans I mean?—A. No, never. 

Q. You were able to finance yourself?—-A. We never financed. 

([Mr. Geo. M. McKee] 
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Q. You never financed?—A. No. 

Q. You did it out of earnings, according to what you have told us?—A. Yes. 

Q. Was there ever any pressure on the part of the banks to expand your 
capital expenditure? Did they have anything to do with that aspect of your © 
business?—A. No. 

Q. And they were not consulted?—A. Not any more than we could help. 


By Mr. Power: 
Q. Will you tell us why you did not like to consult the banks, what is wrong 
with them?—A. We owed them too much money. 
Q. You owed them too much money?—A. Yes, the same reason that you 
don’t probably. 


By the Chairman: 

Q. I am speaking of Laurentide, when Laurentide was going good did you 
have a general line of credit?—-A. Yes, sir. 

Q. For what purpose?—A. For the operating of our property. 

Q. That is, for working capital?—A. For working capital, and I “hunched” 
a little. 

Q. Just what do you mean by that?—A. Well, I mean just exactly that. 

Q. Well, that is a Yankee expression, I am not sure that it is clear to the 
committee; just what do you mean?—A. Well, I mean that we were getting 
along very quietly and very nicely, and once in a while when we had to put in 
some additions we would go along until the Bank of Montreal would say: Come 
on down and talk it over; and then we paid it back. 

Q. You would then take part of your bank loan for capital expenditure?— 
A. For a very short period. 


The CHarrman: All right, that is all. (Witness discharged.) 
Mr. Hacxert: When the bank caught them they were called. 


The CHarrman: Gentlemen, I understand that is all the evidence we have 
to-night, and we will adjourn until to-morrow in Montreal, at what time? 


Mr. Power: We arrive there at a quarter to ten. 
The CHarrman: What hour will be convenient, Mr. Wilson. 


Mr. Witson: Well, I telephoned Montreal and I suggested eleven o’clock 
subject to your approval. 

The CHarrman: Very good. The general committee will meet next 
Tuesday at ten o’clock to take up Bill No. 19 and the Quebec Savings Banks 
Act, if we reach it. The sub-committee will meet in Montreal to-morrow, at 
the Power Building, Craig street, at 11 a.m. 


The committee adjourned at 9.45 p.m., to resume on Tuesday, May 29, 
at 10 a.m. 


[Mr. Geo. Chahoon, Jr.] 
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N.B.—The following memorandum signed by the Secretary of Consolidated 
Paper Corporation was received. It elaborates certain answers given in evidence 
by Mr. Gundy and Mr. Chahoon: 


MEMO RE: TRANSCRIPTION OF EVIDENCE BEFORE BANKING 
COMMITTEE ON MAY 22, 1934 


Mr. Gundy’s Evidence: (p. 795) 

On a question of Irvine to Mr. Gundy “how many were present at the 
meeting of shareholders when they discussed on this matter” Mr. Gundy 
answered “I do not know, I am not sure that I was there myself”. This is apt 
to be misleading. Offers of exchange made by Canada Power & Paper Cor- 
poration to St. Maurice Valley Corporation, Laurentide Company Limited, Port 
Alfred Pulp & Paper Corporation, Wayagamack Pulp & Paper Company Limited 
and Anglo Canadian Paper Mills Limited, were not the subject matter of a 
shareholders meeting of those particular companies. The offer was an individual 
one, that is to say, to each shareholder of the old companies, Canada Power «& 
Paper made an offer of exchange for their securities for securities of Canada 
Power. The shareholder made up his own mind whether he would accept or not 
and could not of course be coerced or forced to decide by any legal procedure. 
In other words the offer of exchange was made to the individual shareholder 
and not to the company. The offer of exchange, however, was discussed by the 
directors who declared themselves to be in favour of it personally and recom- 
mended it to all shareholders that they accept it. 

Evidence that the individual shareholders favoured the exchange is proved 
by the following figures:— 

Laurentide issued 288,000 shares; all were exchanged. 

St. Maurice Valley, 160,000 shares issued, all but 103 shares exchanged. 

Port Alfred Pulp & Paper, 120,000 shares issued; all but 383 shares 
exchanged. 

Wayagamack Pulp & Paper Company, 133,333 shares issued; all but 57 
exchanged. — 

As Anglo Canadian was returned to the original owners, I have not the 
exchange figures at the moment but the ratio was similar to those above. 


Mr. Chahoon’s Evidence: (p. 823) 

In Mr. Chahoon’s evidence on a question by Mr. Power “the debentures 
were not secured in any way,” to which Mr. Chahoon answered “yes,” the Lauren- 
tide Issue and Mr. Power again questioned “that is only a name they were 
unsecured debentures,” to which Mr. Chahoon answered “yes.” This is not a 
statement of the facts. The Canada Power Debentures were secured and under 
the Trust Deed there was pledged all of the common shares of Laurentide Com- 
pany Limited and St. Maurice Valley Corporation Limited owned by Canada 
Power and Paper Corporation. When the Wayagamack exchange was offered 
and a further issue of Wayagamack Series Debentures were issued, all of the 
common shares of Wayagamack owned by Canada Power were also pledged 
under the Trust Deed securing the Debentures. 

In addition to the shares mentioned there was pledged a Freehold Timber 
Limit. There is also a similar reference to no Security for Debentures later on. 


CONSOLIDATED PAPER CORPORATION LIMITED, 
G. WILFRED HODGSON, Secretary. 
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MINUTES OF EVIDENCE 
(Taken by Sub-Committee) 


Power BUILDING, 
MontreaL, May 23, 1934. 


The CHAIRMAN: Gentlemen, this is a small sub-committee of the Select 
Standing Committee on Banking and Commerce of the House of Commons, 
which has come down here to take the testimony of Sir Herbert Holt with respect 
to certain topics under investigation by the committee at the present session 
of Parliament. Without further preliminary, I would suggest that Mr. Power 
open the investigation. 

Mr. Power: Perhaps I had better explain, in so far as I was personally 
concerned, I thought it advisable and that it would expedite this hearing, if I 
forwarded to Sir Herbert Holt a questionnaire covering some of the matters 
on which we required information from him. 

Sir Herbert, I understand, has answers prepared to this questionnaire. This 
was only my personal idea; it is not binding on all the members, nor is it 
binding on me, if something should transpire during the course of the inquiry. 


Sir Hersert S. Hort, K.B., called. 


By Mr. Power: 

Q. On the questionnaire, the first question is: what is the connection, if 
any, between the Royal Bank of Canada and the Montreal Trust Company ?— 
A, None whatever. 

The CHarrMAN: Would you prefer to have Mr. Wilson read the answers 
for you? 

The Witness: If he would. The connection between the Montreal Trust 
Company and the Royal Bank of Canada was fully explained by Mr. Wilson 
before your committee at Ottawa. The bank has no financial interest what- 
ever in the Montreal Trust Company. A minority of the board of the Montreal 
Trust Company are directors of the bank. I am president of both institutions, 
but their managements are entirely separate and their interests do not conflict 
in any way. 

Q. Now Mr. Wilson, perhaps you will answer this question. You have 
already answered it. How many directors are there on the Montreal Trust 
Company who are also directors of the Royal Bank? 

The CHAIRMAN: That is already in the minutes. 

The WiTNEss: Eleven. 

Mr. Witson: A minority, I know. The Royal Bank has eleven out of 
twenty-five directors. 

Mr. Powrr: Eleven out of twenty-five? 

Mr, Witson: Do not hold me to the exact figures. It is a minority. 

Mr. Power: Mr. Wilson, can you answer this: Have you readily avail- 
able what are the assets of the Montreal Trust Company? 

Mr. Wiuson: No, but I could get them. 

The CHAIRMAN: They can get their balance sheet. 

Mr. Witson: Yes. Would you like to see it? 

[Sir Herbert 8. Holt] 
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The CHAIRMAN: It is public? 

Mr. Wiuson: It is a public company. 

The CHAIRMAN: We would like the balance sheet filed. (Sec Appendix 
AK): 


Mr. Power: What is the amount of the trust funds and other funds which 
the Montreal Trust Company handles? 


The Witness: That is all in the report. 
Mr. Wiuson: That will be disclosed by the balance sheet. 


The CHAIRMAN: Do you want to cross examine on the balance sheet? 
Mr. Power: I may later on. 


By Mr. Power: 


Q. Sir Herbert, you are a director of certain corporations, institutions and 
partnerships, as appears from memorandum filed with the clerk of the com- 
mittee ‘on banking and commerce, on page 990 of the Minutes of the Pro- 
ceedings and Evidence. On December 1, 1926, what was the aggregate amount 
in which these corporations, etc., were indebted to the Royal Bank of Canada. 
On December 1, 1927, what was the aggregate amount in which these cor- 
porations, etc., were indebted to the Royal Bank of Canada? On December 1, 
1928, what was the aggregate amount in which these corporations, etc., were 
indebted to the Royal Bank of Canada? On December 1, 1929, what was the 
aggregate amount in which these corporations, etc., were indebted to the Royal 
Bank of Canada? On December 31, 1933, what was the aggregate amount in 
which these corporations, etc., were indebted to the Royal Bank of Canada?— 
A. There has not been sufficient time for the bank to compile the required 
information for the earlier years mentioned, but the data for 1933 is before me. 
It shows that 28 of the corporations of which I am a director have on deposit 
with the Royal Bank of Canada, on December 31, 1933, over $28,000,000. Only 
6 of the corporations were borrowers, and excluding our share of the loan to 
the Canadian Pacific Railway, guaranteed by the Dominion of Canada, the 
combined advances of these corporations were $2,090,255, all fully secured. 

Q. You have not been able to get that for the previous years?—A. I have 
not been able to get that, but I will, and then I will send it in to you. 


The Cuarman: For the previous years? 
The Witness: 1926, 1927, 1928, and 1929. 


By Mr. Power: 


Q. I was asking on December 1, 1926, what was the aggregate amount in 
which these corporations were indebted to the Royal Bank of Canada?—A. I 
am getting that. 

Q. I should like to have December 1, 1927, 1928, and 1929?—A. That is 
being prepared, and we will send it along—how shall we do it, file it as a report? 

The Cuarrman: File it as a return to an order of the Committee. 

Mr. Power: So that in the last— 


Mr. Witson: You remember you added that. There was a misunderstand- 


ing ‘between us. I had only the one date on the questionnaire I brought down 
over the week end. 


By Mr. Power: 


Q. So that in the last fiscal year the amount owed to the bank by corpora- 
tions in which Sir Herbert is connected as an officer, or as a director—I pre- 
sume that is as officer—A. Yes, officer or director. 
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Q. —was $2,090,255?—A. As I mentioned, that is apart from the C.P.R. 
loan, which of course, is a government transaction. These same corporations, the 
group of them, had $28,000,000 on deposit on the same day. 

The Cuarrman: Then, in that connection, may I ask if the relative ratio 
of deposits and loans would bear some resemblance to that. 

The Wiryess: I cannot tell. I would not like to make a statement, but I 
shall probably have the figures in the next 24 hours—you will have them when 
you get back to Ottawa. In this connection I might state that in the 25 years 
that I have been president of the bank I have personally made it a rule never 
to borrow from the bank, either directly or indirectly, or, for that matter, from 
any other bank. 


By Mr. Coote: 

Q. May I ask Mr. Wilson this question: Was it not stated in the com- 
mittee yesterday that the pulp and paper companies, the Canada Power and 
Paper Company, were indebted to the Royal Bank to the extent of $8,000,000? 

Mr. Wiison: Yes. 

The Wirness: I am not an officer now. 

The CuatrmMan: He is not an officer now. 

Mr. Coots: I thought Sir Herbert Holt was a director? 

The Witness: I was. 

Mr. Coorr: I misunderstood the question. 

Mr. Witson: ‘This is not an answer to the question. It is just a state- 
ment 

Mr. Power: What Mr. Coote is getting at is this: The amount which was 
owed to the Royal Bank by these corporations at the end of the year 1933, was 
$2,090,255, and Mr. Coote was under the impression that Sir Herbert Holt was 
a director of Consclidated, which has now taken the place of Canada Power and 
Paper, and he wondered if that came in with the $8,000,000? 

The Witness: No. 

Mr. Coot: I understood that someone told us yesterday that Sir Herbert 
Holt was a director? 

Mr. Wiison: He had been. 

The CuHairmMan: But not of Consolidated? 

Mr. Witson: Sir Herbert was Chairman of the Board of Canada Power 
and Paper, the one company, the one branch, St. Maurice and Belgo, until they 
took in Laurentide. When Laurentide came in, the Laurentide crowd took 
charge, and Mr, Chahoon, who was before the committee yesterday, became 
president, 

Mr. Power: Sir Herbert remained a director until such time as Consoli- 
dated was formed? 

Mr. Witson: Yes, until it was reorganized, and then he retired. 

Mr. Coore: I understood yesterday he was a director? 

Mr. Witson: No, that is a misunderstanding. I might mention incident- 
ally, of this $2,090,255, which these corporations, of which Sir Herbert Holt is a 
director, have borrowed from the bank, at the end of the year, $1,500,000 was for 
the Dominion Steel and Coal Corporation, which is, as you know, the biggest 
enterprise in Nova Scotia, the account of which is divided between the three 
big banks. The point of it being that the majority of these corporations were 
not borrowers at all. It left only half a million dollars for the other thirty odd 
corporations. 


By Mr.. Power: 
Q. What salaries, fees, or honoraria did Sir Herbert Holt receive from 
these companies in which he was a director— 
[Sir Herbert S. Holt] 
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The Cuarrman: Mr. Power, do you think that you ought to ask that? 
That question has not been asked of any other bank man yet. 

Mr. Power: No? 

The CuHatrmMan: Mr. Wilson apparently volunteered Sir Herbert’s salary 
as president of the Royal Bank. 

Mr. Witson: It just came out naturally. 

The CHatrMAN: I have an idea that this is a personal matter, which does 
not affect the financial situation of the country or its borrowings. 

Mr. Powrr: It might, to this extent: There has been a pretty general 
complaint throughout the country that owing to Sir Herbert Holt’s position, and 
might I say that of Sir Charles Gordon too, they have an advantage over the 
rest of the ordinary mortals of this country that owing to their positions on 
board, etc., they are in a position to be able to earn perhaps better salaries— 

The Cuatrman: In the first place, I should like to observe that we did not 
ask Sir Charles Gordon that question. 

Mr. Powter: No, I forgot. 


The CuarrMANn: If you had asked Sir Charles Gordon that question and the 
principle had been decided, you would be in a position to justify the proceeding 
here, with respect to Sir Herbert Holt; but not having asked that, it does seem 
to me invidious that you should now ask that question. 

Mr. Power: As a matter of fact, I had intended or had thought of asking 
Sir Charles Gordon that question. 

The Witness: Mr. Power, in connection with these paper companies, I 
never received a cent of remuneration as an officer, president or chairman. I 
received, for a limited time, $20 a meeting, from some of these companies, but 
nothing for others. 

Mr. Witson: Director’s fees? 

The Witness: Directoyr’s fees. 

Mr. Powrr: You see, in the other inquiry, that is going on in the House, 
a great many questions were asked of the Imperial Tobacco Company and other 
companies. 

The CuairMAN: That was quite a different situation. Suppose you asked 
to-day, what was Sir Herbert Holt’s salary as president or executive chief of the 
Montreal Power, do you think it would be relevant here? They are not borrow- 
ers from any of the banks, so far as I know. 

Mr. Witson: No. 

The Witness: No. 


The CHarrmMan: Not only are they not borrowers, they are large depositors; 
therefore you are running into the realm of purely private business, which is out- 
side the scope of our investigation. 

Mr. Coorn: [I think it is clearly tied up with the question of interlocking 
directorates, and is a question that is being raised very frequently, I might say, 
by the general public. 

Mr. Power: Personally, I believe it would be in the interests of everybody 
if this question were answered. 

The Cuairman: I am sorry. We do not often disagree— 

Mr. Power: No. 


The Cuairman: ‘The questions have been pretty wide open, but I do 
suggest to you that it is not fair, first of all, to ask Sir Herbert Holt this ques- 
tion when Sir Charles Gordon was not asked the question. 
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Mr. Power: I have no objection to asking Sir Charles Gordon. We can 
send him a questionnaire. 

The Cuatrman: Secondly, I would not think there was any objection to 
asking Sir Herbert Holt what his relation was with the pulp and paper com- 
panies, or the Royal Bank, in this connection. 

Mr. Witson: You have that. 

The Cuarrman: We know that. It is now disclosed, but he objects, as I 
understand it, to disclosing his emoluments from other companies which are not 
in this picture at all. 

Mr. Coorr: How is the question worded? 

The Cuatrman: What salaries, fees, or honoraria did he receive from these 
companies. What companies? 

Mr. Power: The companies of which he is director. 

The CHatrMAN: The borrowing companies? 

Mr. Power: Any company of which he is a director, and which were men- 
tioned. 

The CuHairMAN: That would cover the whole field. 

Mr, Powrr: The companies which were mentioned in the report of the 
proceedings of this committee. 

The CuatrrMan: You mean the whole list of directors? That covers the 
whole field. Do you think it would really be in the public interest to have it 
come out? We are not investigating the Montreal Light, Heat and Power Com- 
pany, or the Canadian Pacific. 

Mr. Power: We are investigating the whole question of interlocking direc- 
torates, which to my mind is far more important, perhaps, than this question of 
pulp and paper. 

The CHARMAN: JI thought the primary object of this was the pulp and paper 
situation, 

Mr. Powrr: No. We were not able to have Sir Herbert Holt at the time 
we were discusing interlocking directorates, It was suggested we should come 
down here to see him. 

The CHATRMAN: I would not think it would be relevant however. 

Mr. Power: I am quite willing to do this: I am quite willing to take the 
aggregate amount he receives from all those companies, without specifying the 
amount he receives from any one company or any particular company. 

The CuHatrMAN: You are pressing that question, are you? 

Mr, Power: I am quite willing also to ask Sir Charles Gordon that, if we 
can get it. 

Mr. Witson: Had I not better read Sir Herbert Holt’s reply. 

Mr, Power: Certainly, The question is: What salaries, fees or honoraria 
did Sir Herbert Holt receive from these companies: (a) During the year 1929; 
(b) during the year 1933? 

Witness: I do not think I should be required to answer this question. 
No other witness has been asked to disclose his personal income, and [ do not 
see why I should be treated differently. 

Mr. Power: Quite. I would do away with the objection that Sir Herbert 


makes by suggesting we ask Sir Charles Gordon that question. I am quite will- 
ing to ask him, and Sir Charles is the only other bank president we have 


interviewed. 
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Witness: The only thing I object to is this: first, there is a bad principle. 
You have had an example of it down at Washington; I can tell you you will 
be surprised at the small amount I receive, 

Mr. Power: I have no doubt I will. 

Witness: Sure. 


Mr, Powrr: And possibly the public will be, and it will be all to the good. 

Witness: No. It is not a fair question to ask, not a fair question to ask. 

Mr, Power: Do I understand that you do not want to answer the question? 

Witness: Well, there is my reply. 

The CHAIRMAN: The effect of it is that he declines to answer. I do not 
think we can do anything more about it. 


Mr. Power: [I do not think we can insist upon it here; but we can discuss 
it in the sub-committee, I suppose. 


By Mr. Power: 


Q. Sir Herbert, it has been shown in this inquiry and elsewhere, that a 
very few men, through the system of interlocking directorates and their position 
on the board of banks, trust companies, and other financial institutions, con- 
trol to a great extent the financial credit system of Canada. Is this in the 
interest of the country?—A. I do not agree that control of the credit system of 
Canada is in the hands of a very few men. My experience is that directors and 
executive officers of the banks and trust companies guard very jealously the 
welfare of their particular institutions, and the keen competition that exists 
between the various financial institutions creates a healthy situation and one 
unquestionably in the interests of the country. 

Q. lf this power or influence were in the hands of persons who would use 
it to forward their own personal interests, would it be to the disadvantage of 
the country generally?—A. Undoubtedly it would be to the disadvantage of 
the country generally if persons in positions of trust or power used such posi- 
tions to promote their personal interests. This applies not only to bank direc- 
tors, but to public men and to others in different walks of life. Fortunately, a 
high standard in this respect has been set in Canada, and, in the main, I believe 
it has been maintained, 

Q. Perhaps this is a question you will answer, Mr. Wilson, it is a question 
similar to that which I have asked Mr. Logan and Sir Charles Gordon, What 
is to prevent men who are absolutely self-seeking from getting into the position 
of power and influence in the financial world, in which men like Sir Herbert 
Holt and Sir Charles Gordon are at the present time? 


Mr. Witson: The same reason that would exclude an undesirable man from 
a high-class club. The other members would not associate with him. 


The CHAIRMAN: Would you say it would be possible for a man to get con- 
trol of a sufficient quantity of shares of the Royal Bank, an undesirable man? 


Mr. Witson: I think it is quite impossible, quite impossible. I cannot 
imagine such a thing, because it is too big; and if an undesirable did get control 
by buying shares in the open market, the probability is, by the time he got in 
the saddle he would find there was nothing but a shell, because it would be well 
known what was going on and the public would have lost confidence in the 
bank, and, as I say, when he arrived in control, why, he would find things had 
disappeared. 


The CuHatrMAN: The same would be true of an insurance or trust company? 
The Wrrness: Absolutely. 
Mr. Witson: The same thing applies. I think the principal reason is that 
when a vacancy—Sir Charles Gordon elaborated the point quite fully under 
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your questioning, Major Power—when a vacancy occurs on the board of a 
bank, the remaining directors are very careful in the selection of a successor 
for obvious reasons. 

Mr. Power: I do not want to repeat too much but I called Sir Charles 
Gordon’s attention to the case of the National City Bank and other large Ameri- 
can institutions. The National City Bank enjoyed quite as high a reputation 
in the financial world and elsewhere as any Canadian bank, did it not? 

The Witness: I will answer that. 

The CHARMAN: He had not quite completed his question. 

Mr. Power: Yet certain persons obtained, if not absolute control, at least 
a preponderate influence in the control of this bank, and it would appear from 
the newspaper reports, that that influence was not for the good of the country 
where it was operating; is that so? 

The Wirness: You want me to answer that, Major? 

Mr. Power: Certainly, sir. 

The Wirness: It has been brought about by the difference between the 
Canadian banking and the American banking. Canadian banking has been 
conducted for years on the Scottish system. Men like Mr. Wilson or the late 
Mr. Neill make it their career; they thoroughly understand banking and they 
would be the first person to report it. Now, it is altogether different with the 
National City Bank. They were not bankers. Mr. Mitchell was never a 
banker; he was a salesman. That was the trouble about it. He was a super- 
salesman, He went into those things— 

Mr. Power: That would bring me back to the suggestions which were made, 
I think, to Mr. Logan, that perhaps in the interests of banking generally, and 
in the public interest of Canada, it would be better if the board of directors of 
banks were composed of men who were bankers and nothing else. 

The Wirness: Well— 

The CHarrMAN: Is not that based on the assumption that boards of 
directors are active executive officers of the banks, which is not the case under 
our system? 

The Witness: No. Who would bring the business to the bank? When I 
joined the Royal Bank it was a bank of $48,000,000 of assets. 

Mr. Wiuson: Less than that. 

The Wrrness: Who would bring the business to the bank? What do the 
five great banks of England do? How do they choose their directors? They 
are interlocking ten times as much as the directors of the banks of this 
country are. 


By Mr. Power: 

Q. I quite understand. I know it is true they have this system of inter- 
locking directorates, but to my mind that does not better the system at all?— 
A. It shows, Major, that English banks have stood through the stresses of all 
descriptions as against the American banks. The Macmillan report shows what 
our Canadian banks have stood through, and I think it would be a very inju- 
dicious thing for any member of parliament, or the public, to question the 
stability or suggest there is anything wrong with the management of the 
Canadian banks. 

Mr, Coorn: We are trying to get information, Sir Herbert. 

The Witness: I will give you all the information you want. 

Mr. Coots: On this point, what benefit is it to the Canadian public, if there 
is any benefit, to have the power over finances concentrated in the hands of a very 
few men? 
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The Wirnzss: It is not. I absolutely deny that a few men have that power. 
A The CHairMAN: Your premise is not acceded to. You will have to establish 
that. 

Mr. Witson: If I may interject there, we disagree on this point. It is not 
a new argument for me, because I have elaborated it many times in the last 
few months: You look at the body of bank directors as a whole, and you regard 
them as one group who think alike and who act together. 

Mr. Power: A club, you said, don’t forget. 

Mr. Wrison: No; I am speaking of the board of a bank, I am not speak- 
ing of the board of directors as a whole. There is no club there, but there is in 
a bank in the sense which you understand. But those boards are separate. What 
connection for instance, is there between the board of the Royal Bank and 
say, The Canadian Bank of Commerce, or the Bank of Montreal? Per- 
sonally, we are friendly, but in a business way we are the keenest competitors. 
I do not think that. you would get the Bank of Montreal to agree that before 
they do things they come around to consult Sir Herbert or me or any other 
director of the Royal Bank, and I state definitely we reciprocate in the same 
manner; we run our own show. We do not consult them. If there is any force 
in my argument I think it tends to weaken your theory of this money power, 
because on your theory if it has any basis at all, it 1s predicated on the fact 
that this group of bank directors just act as a unit, that everything is concen- 
trated there. 

Mr. Power: Mr. Wilson, should some sudden emergency arise in this country 
where it was considered desirable for the money power to act as a unit, would 
it not be extremely easy for that to be brought about? 

Mr. Witson: In an emergency, I take it what would happen in the future 
is, what has happened in the past. We would be called to Ottawa— 

The CHatrMANn: The same as in 1914? 

Mr. Witson: Yes. We would be called to Ottawa to discuss the situation 
with the Prime Minister or the Minister of Finance, and perhaps other members 
of his cabinet. It is an emergency, and naturally we want to consult together and 
get the benefit of the best brains in the financial community at least. 


Mr. Power: I suggest if that could be done in an emergency, it could also 
be done when the personal interests or the bank interests or the corporation 
interests of the bank directors, in their minds demanded similar action. 

Mr. Witson: Yes, I quite agree it could be done, but my point is it is not 
done. 

Mr. Power: We will perhaps agree on that. We won’t discuss that, because 
I am sure I do not know whether it is or not, and Mr. Coote does not. 

Mr. Witson: The difference is, you are speaking of what, to you, is an 
academic problem, and I am speaking from my experience. I can only tell you 
what I see happening from day to day. 


Mr. Power: With me it is a question of possibility and feasibility of a 
small board of directors composed only of men who had banking experience or of 
men who were not in any way attached to or connected with industrial or com- 
mercial concerns, or financial institutions—it is a possibility which I can 
visualize, and according to Mr. Logan it would be efficient, and it would give 
good service to the public. 

Mr. Witson: I remember very well when you asked Mr. Logan that ques- 
tion, and I was very much intrigued myself, and what immediately flashed 
through my mind first, was, would not a general manager of the bank have a 
fine time? He has got no control at all. If I were general manager of a bank 
set up that way, I would be the absolute supreme boss. Now, although I am a 
director of the bank, there are 24 other directors on the board to put me out 
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at any time, and I must justify my actions to them. But the main point, as Sir 
Herbert Holt points out, is that the directors are of value to the bank because 
they bring business to the bank, because they are intimately in touch with the 
various lines of industry throughout the country, and their advice and counsel 
is being sought by the management of the bank, and it is available to the 
managers of the bank at all times. That is where their value is. And these 
directors are, along with myself and Mr. Noble, and the other executive officers 
of our bank— 

Mr. Powrr: Let us analyse this. First of all, you said the principal reason 
for having directors connected with other corporations is, that they bring business 
to the bank. 

Mr. Witson: Yes. 

Mr. Powrr: Mr. Dodds put that as being the last one of the considerations. 

Mr. Wiuson: Well, Major, I am not writing a thesis. I am not trying to 
put it the way I might write it; I am thinking out loud, now. 

Mr. Powrr: That is of interest to the bank, but not of so much interest 
to the general public. 

Mr. Winson: It is of great interest to the shareholders of the bank. 

Mr. Powrr: Yes, and to the bank as a corporation. 

Mr. Witson: We must not overlook this: the shareholders of the bank 
are in the banking business to make money, and they elect from their number 
a certain group to run the bank just the same as the shareholders of any cor- 
poration do, and they elect—I know what you are going to say to me now, they 
do not elect—but they elect from their number those who they think can best 
promote the welfare of the bank. 

Mr. Power: I won’t even say to you they do not elect, because it is already 
on the record. 

The Cuarrman: The theory of the law is they do, and the practice is, they 
give proxies to the present management as long as they have confidence in them. 

Mr. Wixson: There is the point. They give it as long as they have the 
confidence, and the minute they lose confidence, the thing is gone. 

Mr. Power: The next point you raise is, a difficult situation would be 
created, since other bankers would be on the board, and that would leave the 
general manager practically in control. 

Mr. Witson: That is what I would fear. I say that being a general man- 
ager myself, because I regard it of tremendous value—you get these other men 
to sit around and discuss problems— 

Mr. Power: I asked Mr. Logan if it would not be possible to choose 
directors from the local managers or the provincial managers, or the inspectors 
of his own bank? Don’t you think the scheme could be worked out without 
necessarily being obliged to take some of your own subordinates, and even if 
you did take some of your own subordinates, you know that it sometimes hap- 
pens that the young man who is brought in becomes your boss. 

Mr. Witson: Let us pursue that. They must either be pensioners, that is, 
men who are receiving a pension from the bank, having reached the age when 
they are entitled to it, therefore they must be men who have been associated 
with me, say, for the best part of their lives, and seeing they are in receipt of a 
pension from the bank, they are under an obligation to the bank management 
—you cannot get away from that,— That might be one class from which you 
would draw those men, or you would be drawing from men who are junior to 
me now, for instance, a man like Mr. Noble, with all the brains necessary to be 
a bank director, but you cannot get away from the fact that I would feel that 
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Mr. Noble would follow my judgment. Perhaps I am wrong, perhaps when he 
got in the saddle alongside of me he might become obstreperous. 

The Cuarrman: Is there not a further point there? By the time a junior 
officer of the bank became a director, would there not be incompatability between 
the two positions? 

The Wrrness: The thing is unworkable. 

Mr. Witson: The general manager, if he so wanted, could pick all his 
fellow workers in the bank, men he knew he could work with, men he knew that 
he could dominate in an emergency. Now, I submit that is not the sort of men 
to get on the bank board. You want men who will sit up and talk to you. 

Mr. Power: I think the inferiority complex of a poor devil who goes in to 
borrow money from you is far worse than the inferiority complex in the rank 
in the bank, and it very often happens that somebody through luck or good 
investments or wise administration of his own business, who had been in the 
position of that poor borrower at one time, in a few years becomes one of your 
directors. He is in pretty much the same position as your subordinate officer, 
is not he? 


Mr. Wiztson: Well, I do not get that. 


Mr. Powsr: He has got a grudge against you for not loaning him the money 
when he wanted to get it. 

The Wirness: Does it not resolve itself into this: The bank is a com- 
mercial institution, like any other, probably a business merchant. The share- 
holders of the bank are the people who elect the directors that are going to look 
after their business. Do you think I, as a shareholder, or you as a shareholder, 
if it was confined to such a board as you suggest, would be shareholders of the 
bank? I certainly would not. 


Mr. Powsr: I confess sir, that is the strongest argument I have heard yet; 
but in these days of regulation of trade and everything of that kind, I can quite 
conceive that it would be possible to work out something along those lines, 
even if you had to have a portion or if you elected all the shareholders, who, 
as a matter of fact, do not elect the board anyway, but a portion of them, 
elected by the shareholders, and the remaining portion selected in some way 
through a panel by the shareholders or in some other fashion. I think it could 
Sage out, and I am more or less convinced it will be worked out event- 
ually. 

Mr. Witson: I do not want to pursue the thing any further. Tell me con- 
scientiously, what would be gained by that? That is what I am not clear on, 
notwithstanding I recall very distinctly what you said at Ottawa a few weeks ago. 

Mr. Powrr: What would be gained? 

an: Witson: Would these ex-bankers be more sympathetic? Is that the 
idea? 

Mr. Power: To the public? 

Mir. Waitson:,. Yes. 

Mr. Power: No, less, probably. 

Mr. Witson: Less? 

Mr. Power: Probably. I am not one of those, and I have already go 
stated, who complain that the banks do not give enough credit. 

Mr. Wiuson: No, I have not heard you say that. 

Mr. Powsr: I believe in many instances our banks have given too much 
eredit. I think a bank should be run without very much human sympathy; it 
should be run as strictly commercial banking institution, and I believe that there 
would be less of the sentiment throughout the country that there is favouritism, 
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if the directors of the bank had nothing whatsoever to do with any other cor- 
portation or institution. It is a matter of argument, and I am not arguing now. 

The Cuarrman: What is the gravamen of the charge? The gravamen of 
the charge is that bank directors, as such, use their position improperly in rela- 
tion to business— 

Mr. Power: Not necessarily. 

The Cuatrman: And against competitors. 

Mr. Power: Not necessarily improperly. 

Mr. Witson: That we are unduly sympathetic to one another as a group 
of bank directors. That is what it means, not consciously, but unconsciously 
that is the way you would express it. 

Mr. Powers Yes. 

Mr. Wiuson:.. Of course, I think it is the reverse. 

Mr. Power: I do not supose we can get on very much in that regard. 

The CuatrmMan: Probably you had better agree to disagree. 

Mr. Cootm: There is one question I should like to ask in regard to Sir 
Herbert Holt’s statement that these directors bring business to the bank. Does 
not that business exist anyway, and would it not go to some bank? 

The Wirness: Yes. 

Mr. Witson: Some bank, surely, but not to ours necessarily. 

Mr. Coorn: Before the inquiry is over, I should like to ask Sir Herbert 
Holt something about various bank mergers, but we will come to that later on. 

Mr. Powsr: Just following up Mr. Coote’s question, if the business goes 
to some bank, the public does not care very much whether they do business 
with you, Mr. Wilson, or with Mr. Dodds? 

Mr. Wiuson: I am afraid you are only too correct, and it is because the 
public do not come to me that I have to go to them. I am like every other 
business man, I have to go out and get business, and directors are one means of 
getting business. 

Mr. Power: One means of getting business. 

Mr. Witson: Yes. 

The CHatrMAN: You think it is a legitimate means? 

Mr. Power: I think it is wrong. 

Mr. Wison: I do not think Mr. Power considers it illegitimate. He says 
would not this be a better scheme, and I said, I am very much interested, but I 
tell him frankly the objections that occur to me. 

Mr. Moranp: I am afraid it will be an awful revelation to the public that 
the banks are going after business very seriously. 

Mr. Witson: I am serious when I say that. 

The CuarrMan: They are spending a lot of money in the newspaper adver- 
tising for business. 

Mr. Coorr: What kind of business is that? 

The Wirness: Commercial business. 

Mr. Witson: Getting deposits and getting loans. We have regular depart- 
ments all over Canada, United States, London and Paris, and when we hear 
that there is a foreign corporation coming to Canada or people, say, lke our 
friend Lord Rothermere, going to establish a pulp and paper mill down in your 
city of Quebec, what do we do? In that case, of course, Lord Rothermere is 
an old friend of Sir Herbert’s, and I remember distinctly ringing up Sir Herbert 
and asking him whether he could see that we got that business. He said, “ you 
know, I am going to be a director of that company; you have got it now.” 
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The Cuatrman: That is a very vivid illustration. 
The Witness: Mr. Wilson could give case after case. 


Mr. Witson: We have, and other banks too—it is not peculiar to our bank 
—a regular department looking after that all the time. 

Mr. Coorz: Have you any men looking after business among ordinary 
Canadians? 

_Mr. Wiuson: Ordinary, yes. You mean men like myself and yourself, 
ordinary Canadians? Banks do not make a house to house canvass; but if a 
new enterprise started in Calgary, we would think our men are not on their toes 
if they did not go out to get the business. 

Mr. Coorz: A business man said to me some time ago, when a grocery 
store wants to do business, the owner puts clerks behind the counter, and the 
minute somebody comes in the door, the clerk steps up and asks the customer 
if they can sell them something; but, he said, when the ordinary business man 
m Canada goes into a bank with the idea of borrowing money, he must give 
perhaps, a list of all his relations, you know, establish his standing in the com- 
munity before he can converse with the man who really decides whether the 
bank is going to do business with him or not. Is there not too much of that atti- 
tude on the part of the banks? 

Mr. Witson: You do not really believe that. You are an ex-banker. No, 
I say emphatically, there is nothing of that attitude now. I am not talking about 
20, 30 or 40 years ago. 

Hon. Mr. Moranp: I think there is more of it now than there was 40 years 
ago. 
Mr. Witson: Of course, now—might you mean— 

Hon. Mr. Moranp: It is probably worse now than it was 7 or 8 years ago, 
anyway. 

Mr. Witson: No,sir. Seriously, one thing that we have reports on, in regard 
to our staff—these are the reports that we were talkmg about with you, Dr. 
Morand, at Ottawa the other day—is we want to know what the attitude of 
the clerk is towards the public. Is he courteous? Is his attitude such that 
will bring business to the bank, make that man want to come back and say, 
“That is a nice place in which to do business; I am going there again.” 

Mr. Coore: I do not want to be misunderstood. I am not criticizing the 
bank clerks at all. What I am suggesting is there is an entirely different recep- 
tion awaiting the man who wants to purchase some thing from the bank than 
what there is for the man who wishes to purchase something from any retail 
store. 

Mr. Witson: What I say to that is, if that is true in individual cases, it 
is wrong and it should be corrected; because the bank is no different from any 
other business organization. We have something to sell, and we should be 
glad to see somebody coming in to buy from us—I am. 

Mr. Coore: I would ask your opinion as an official, whether that con- 
dition is not true in Canada? 

Mr. Witson: Generally speaking? 

Mr. Coote: Yes. 


Mr. Witson: No, I don’t think it is true. I would be very much sur- 
prised if I thought it was true in the Royal Bank, very much surprised. 


Mr. Coorr: I am not nearly as well acquainted with the Royal Bank 
as I am with the other banks. 


Mr. Witson: We will have to get to know you better. 
Mr. Power: Don’t promise him too much. 


Hon. Mr. Moranp: I thought we came here to get evidence from Sir Herbert 


Holt. 
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The CuarrMan: This is a side issue, perhaps we had better get back to 
the questionnaire. 


Mr. Winson: . You have the balance of the questionnaire. 


By Mr. Power: 


Q. Now we come to pulp and paper. What was the aggregate amount in 
which corporations dealing in pulp and paper were indebted to the Royal Bank 
of Canada on December 1, 1926, December 1, 1927, December 1, 1928, Decem- 
ber 1, 1929, December 1, 1930, December 1, 1931, December 1, 1932, December 
31, 1933?—A. In many cases corporations manufacturing pulp and paper are 
also engaged in the manufacture of lumber, shingles, etc. This is true of a num- 
ber of our most important customers, It would be impossible for us to segregate 
their borrowings and allocate certain proportions thereof against their various 
ee Consequently the subjoined statement must be read with that in 
mind :— 


December () 1. W926 0 45. ae ae ee coe $ 5,818,200 
December, 1, 1927. a ee 8,676,860 
December 1,)1928,0 0.00.3 26) eee 11,637,929 
December  1,°1920. 0 soo ae ee 18,891,572 
December "1 W980)» eco ek iu cen 25,138,019 
December ‘wl, 1931 (Nias ee ye ee ee ae 31,096,826 
December 11982) on. 8a 24,830,825 
December’ 31 1933.4 the 2 ae eh ee eae 19,281,190 


) 


The foregoing figures, advances to the largest manufacturing industry in Can- 
ada. It may be interesting to know that a statement as of December 31, 1932, 
submitted to the Macmillan commission, showed that aggregate advances by 
all the Canadian banks to manufacturers of and dealers in lumber—I empha- 
size lumber—pulpwood and products thereof, amounted to $101,275,830. 

Q. In 1932?—A. Yes, December, 1932. 

Q. $101,275,830?—A. Lumber, pulpwood and products thereof. 

The CuHatrMAn: Forest products? 

Witness: Forest products, yes. 

The CHatrrmMan: That was the amount advanced. 

WITNESS: Yes. 

The CuatrMAn: I should like to ask you, was any portion of these loans 
made for purposes of capital expenditure, such as the purchase of timber limits, 
machinery, of a fixed character, or the building or erection of mills? 


Mr, Witson: There were two cases. One case was in Nova Scotia. The 
province of Nova Scotia spent $6,000,000 to develop a water power, and entered 
into a contract with a paper company which started to build a mill and invested 
some $6,000,000 or $7,000,000 of their shareholders’ money. The intention was 
to find the last $3,000,000 by selling first mortgage bonds. Before that time 
came the latter part of 1929, the financial markets were closed. We were asked 
to put up the money to complete that mill on the security of the entire first mort- 
gage bond issue, which we did, rather than force the province of Nova Scotia to 
do so itself. They obviously would have had to do it, or the $6,000,000 would 
have been left there unproductive. Now, that company has been operating 
practically full time ever since the mill has been completed, and it is one of the 
most flourishing industries in Nova Scotia. 

The CuatrMan;: Is that loan still current? 

Mr. Witson: Part of it is, The company is making money and reduce 
the loan from earnings, 
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The CHarrMAN: That is one case. 

Mr, Wuson: The other case was in your province, New Brunswick. A 
sulphite mill was nearing completion and they needed another million or million 
and a half in order to complete the thing, and they came to us and asked us 
whether we would give them the loan, because it was at a time when they could 
not do any public financing, and we gave them the loan. In this case though, it 
was an advance to a company that had been operating other mills for a great 
many years, and we were able to get security on liquid assets. 

The CHAIRMAN: You had other securities? 

Mr, Witson: Yes, we were abundantly secured. 

The CuHatrRMAN: [I remember the transaction, 

Mr. Wuson: Those are the two cases that come to my mind, where we did 
make loans that may be called capital loans; but I would emphasize they were 
to complete projects that had been started quite a while previously. 

Witness: You might mention that that company was successful and 
employed a great number of men. 

Mr. Witson: It is the Restigouche mill—no secret about it. It has been 
operating 100 per cent and giving employment to several thousand people down 
there. 

The CuatirMAn: That particular loan has been repaid. 

Mr. Moranp: ‘These plants were not extended by the bank? 

Mr. Wuson: No, just to complete the thing. They ran into the jam at 
the end of 1929. 

The CuarrMan: ‘The fact of the matter is the mill cost more than the 
original estimate, 

Mr. Powrnr: How do you explain the curve since 1926? 

Mr. Witson: In 1926 it was $5,000,000. 

Mr. Power: Then it goes up to $25,000,000 in 1930, and $19,000,000 in 
1933. 

Mr. Witson: $5,000,000, $11,000,000, $18,000,000— 

Mr. Power: $5,000,000; $8,000,000, $11,000,000; $18,000,000; $25,000,000; 
$31,000,000. How do you explain the jump? $5,000,000; $8,000,000, $11,000,- 
000 seem to be reasonable, but how do you explain the jump from $11,000,000 
in 1928 to $18,000,000 in 1929? 

Mr. Witson: It means two things. First of all, we have secured more 
pulp and paper accounts, and they were carrying larger inventories. I would 
say they reached the peak of $31,000,000 two years ago, and since then they 
have come down to $19,000,000. 

The CuairMAN: It means a reduction in inventory. 


Mr. Wiuson: It means a reduction in inventory, and a reduction in prices. 
I mean, a cord of pulpwood is not worth as much to-day as it was several 
years ago; it does not take so many dollars to finance a wood pile. 

Mr. Power: Might I suggest in 1929 and 1930 you had about reached the 
culmination of the mergers in the pulp and paper industry? 

Mr. Wiison: Mergers have nothing to do with the wheels of industry 
going around. Mergers would not have anything to do with it. 

The CHatrMAN: Would the increase in the size of tne loan have any 
relation to the mergers? 

Mr. Wiison: Not a thing. 

Mr. Power: None? 
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Mr. Witson: No. They were subsequent. These were operating credits, 
as was brought out very fully yesterday at Ottawa, and 1 think some further 
question that Major Power has will indicate that. 

Mr. Power: Business, certainly, was not more active in 1931 than in 
1929, and in 1931 the bank had $31,000,000. 

The Wirness: The companies had stocks on hand, lumber and piles of 
pulpwood. 

Mr. Power: As a matter of fact, the reason they owed more money was 
that business had slowed down in 1931, and they could not get rid of their 
lumber piles. 

The Witness: That is true, 

Mr. Wirson: A combination of two things. You understand how it hap- 
pened. 

Mr. Power: That is really how the loans went up? 

Mr. Witson: Yes. You take firms like Frasers’ and Price Brothers. Their 
lumber piles were practically stagnant. They could not move them. 

Mr. Power: Might I suggest that the drop from $31,000,000 in 1931 to 
$19,000,000 in 1933 was in part at least, attributed to a drastic deflation, which 
was forced on the lumber business by the banks. 

Mr. Wison: No. 

Mr. Power: We have started on one tack, let us try another. 

The Cuaimman: It would be fair enough to say liquidation, anyway. 

Mr. Power: Does the Chairman wish to ask a question about rates? 

The CHatrman: I think it would be fair enough to say that the drop 
represented the liquidation of inventories. 

Mr. Wiuson: With which manufacturers throughout the country were 
caught. 

The CuHatrmMan: Together with reduction in values? 

Mr. Witson: Yes, a reduction in values. I said there were two reasons. 
The reduction in values would be reflected in lower operating credits that we 
had to give to operators in 1930, the slowing up in business to the extent that 
the loan granted the year before was not repaid as we expected it would be. 
As I say, it was a combination of the two things. But so far as deflation in the 
lumber industry is concerned, I do not know of any deflationary policy that we 
carried out; quite the reverse. We were anxious to prevent a crash in the market, 
because it would have cost us money. 

Mr, Power: The decrease in the loans in 1932-33 might in part be ex- 
plained by the fact that the pulpwood and paper, lumber and other companies 
industrially, were not operating during those years to any considerable extent. 
That is to say, they did not cut lumber and they did not cut pulpwood. 

Mr. Wirson: They did not increase at the time prices were falling, and 
the natural thing is when prices are falling, everyone wants to keep the in- 
ventory at a minimum. 

The CHatrman: They did not operate, many of them. Take the case 
of Gordons, at North Bay, they did not operate at all. 


Mr. Witson: No. 
Mr. Powrr: Many mills closed down. 


Mr. Witson: You take the case of Frasers. They got out just enough to 
complete the cutting of 60,000,000 feet. Two years ago that was about 12,000,000 
feet; 12,000,000 was what they got two years ago. They cut 6,000,000— 
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By Mr. Power: 


Q. What are the names of these corporations and in which of them were you 
a director or officer? 


The CuairMan: ‘There are two questions there. 


The Witness: It does not seem proper for the bank to have to disclose the 
names of the corporations whose borrowings are included in the statement just 
given you. To do so might be resented by some of these corporations, and there- 
fore place the bank in an invidious position, particularly as all the banks have 
not been asked to furnish this information. Moreover, a number of the larger 
borrowers, were also customers of other banks and obtained advances from them 
as well as from us. I submit this point of view for your consideration. If the 
object. is to ascertain the extent of borrowings from this bank by corporations 
in the pulp and paper industry of which I was a director or officer, I give the 
following figures of such borrowings. 


Mr. Power: That is satisfactory. 


The CHarrmMaN: You are not asking for the individual borrowings there. 
I think that might be objectionable, but I cannot see any great objection to giving 
the names of the corporations who were borrowers, and the names of those in 
which Sir Herbert was a director or officer. That strikes me at a different 
angle. 


Mr. Power: As I understand the answer that Mr. Wilson is prepared to 
give, it is quite satisfactory to me, especially if he gives me the borrowings of 
the pulp and paper corporations in which Sir Herbert Holt was a director. 

The CHarrmMan: By name? 


Mr. Power: Yes. To a large extent we did obtain that information yester- 
day, I guess, most of it. 


Mr. Witson: The point is these are public corporations. We do not 
mind giving information about public corporations, in other words, telling things 
you can find out by looking at reference books, but we think it is wrong for us 
to give information about what we call private corporations. 


The Cuatrman: As I understand the question, he is asking the aggregate 
amount of those who were borrowers. 


Mr. Power: As a matter of fact, I did not, but we had that, and we might 
as well have it again. 


The Cuarrman: If the answer is satisfactory to you, I should not raise 
any question. 


The Witness: I will read this: 


Dec. 1, 1926—St. Maurice Valley Corp.. .. .. 2,000,000 
Hort William Paper ©o; Wid... 1. 100 

rice, Bros, Conitdhay 6) 5 ie: 240,000 

2,240,100 


a The Cuamrman: These are the companies in which you, Sir Herbert, were a 
irector? 


Wee. he 1927--Anticosti® Corp: Vita 28 oo 1,200,500 
Emce BrdsekCoMbtde +? .)~* 1,989,000 
3,189,500 
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Dec. 1, 1928—Anticosti Corp. . arts eae 800,000 
St. Maurice Valley Corp.. a 3,175,000 

Price Bros. 4& Cons ihe. ae sai 1,771,000 

5,746,000 

Dec. 1, 1929—St. Maurice Valley Corp:. .. .. 1,125,000 
Pricey Brose a, Com laude ee 1,747,643 

Howard Smith Paper Mills Ltd... 1,463,348 

4,335,986 

Dec. 1, 19830—Canada Power & Paper Corp... 7,347,000 
Price Bros; & Co, Wide 3. 1,550,000 

Howard Smith Paper Mills Ltd... 1,252,915 

10,149,915 

Dec. 1, 1931—Canada Power & Paper.. .. .. 6,959,530 
Brice Bros cy Com Wide gn ae. 2,152,500 

Howard Smith Paper Mills Ltd. 1,150,467 

10,262,497 

Dec. 1, 1932—Howard Smith Paper Mills Ltd.. 465,069 


Dec. 31, 1933 nil 


Q. The last is explained by the fact that Sir Herbert Holt was no longer 
a director of Canada Power and Paper Company?—A. And of Price Brothers. 

Q. After some time in 1931?—A. Yes. 

Q. He retired from both these boards?—-A. Yes. 

Q. What was the amount, if any, in which the Laurentide Company Lim- 
ited was indebted to the Royal Bank of Canada on December 1, 1926, Decem- 
ber 1, 1927, December 1, 1928, December, 1929, or up to the time in which this 
company was absorbed by Canada Power and Paper Company?—A. Nil. This 
was a Bank of Montreal account. 

Q. What was the amount, if any, in which Wayagamack Pulp and Paper 
Company was indebted to the Royal Bank of Canada on December 1, 1926, 
December 1, 1927. December 1, 1928, December 1, 1929, or up to the time at 
which this company was absorbed by Canada Power and Paper Company?— 
A. Nil; this was a Banque Canadienne Nationale account. 

Q. What was the amount, if any, in which Port Alfred Pulp and Paper 
Corporation was indebted to the Royal Bank of Canada on December 1, 1926, 
December 1, 1927, December 1, 1928, December 1, 1929, or up to the time at 
which this company was absorbed by Canada Power and Paper Company?— 
A. Nil; this was a Bank of Montreal account. 

Q. What was the amount, if any, in which Anticosti Corporation was 
indebted to the Royal Bank of Canada on December 1, 1926, on December 1, 
1927, on December 1, 1928, on December 1, 1929, or up to the time at which this 
company was absorbed by Canada Power and Paper Company?—A. December 1, 
1926, nil; December 1, 1927, $1,200,500; December 1, 1928, $800,000; December 
1, 1929, nil. We had only one-third of the company’s account and advances 
equal to ours were granted by Bank of Montreal and Banque Canadienne 
Nationale. 
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Q. Just there, the Chairman might like to ask a question he has been asking 
right along as to whether or not any of the funds loaned to Anticosti Corporation 
were for capital account? 

The Cuatrman: You ask that. 

Mr. Power: That is the question. 

The CuHarrMaN: Were any of the loans made for capital account, for the 
purchase of timber limits, for the installing of machinery, or for the building 
of mills, outside of the two you have already mentioned? 

Mr. Powsr: I am speaking now of Anticosti. 

Mr. Witson: I know what the question is, but I am trying to explain 
it intelligently. In the case of Anticosti, the credits obtained from the 
three banks mentioned were supposed to be operating credits, but as they were 
opening up a new property, I dare say a certain amount of the money was spent 
in improving rivers, building dams, doing things that are usually done when 
you are opening up timber property. 

The Witness: Building a harbour. 

Mr. Power: The government did that. 

oes CuHaiRMAN: Building operating plants for the purpose of getting pulp- 
wood. 

The Witness: Yes, it was the pulpwood operations. The Anticosti company 
itself really did no work— 

Mr. Witson: The public financed it with some money, but as things went 
on, 1t was not enough, apparently. 

Mr. Power: They spent $7,000,000 on the purchase and they raised 
ite NE from the public. That left them with at least $2,000,000 to apply on 
tha 

Mr. Witson: They did get out a certain amount of pulpwood, and of course, 
as you know, they did spend certain money in the development of the property. 

The CHarrMAN: So it is likely some of those funds went to the development 
of the property? 

Mr. Witson: I am sure some of them did. 

The Wirness: No doubt. 

The CuairMan: They had to build houses, a hospital, schools, and things 
like that. 

Mr. Power: A rolling plant; that cost them a lot. of money. 

Hon. Mr. Moranp: One of the men said they hunched a bit. 

The Cuarrman: I did not understand the application of the word in that 
respect. 

3 Mr. Power: Mr. Chahoon said they hunched. He meant they wrangled a 
te 

The CuairMAN: That is the term I think he should have used. 

Mr. Coors: In regard to those two advances of December 1, 1927, do I 
understand that each of the other banks advanced the same amount? 

Mr. Witson: Yes, equal amounts. It was divided three ways. 

The Cuarrman: No one bank would carry it all? 

Mr. Coote: It was not two-thirds to one, and one-third to the other? 

Mr. Witson: No. 

Mr. Power: The reason ig obvious. There are three companies concerned, 
Port Alfred, Wayagamack, and St. Maurice. The Port Alfred bank was the 
Bank of Montreal, and the Wayagamack was the Banque Canadienne Nationale. 

Mr. Witson: Each bank had a guarantee from those three companies. 
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Mr. Coors: I understood that, but I wanted to be sure. 

Mr. Witson: Yes, that is correct. 

Mr. Powrr: Anticosti owed $3,000,000? 

Mr. Witson: At the peak $3,600,000. 

Mr. Coote: I was just going to ask Sir Herbert or Mr. Wilson— 

Mr. Witson: That is correct. 

Mr. Coorg: —in view of the fact they had $2,000,000 working capital 
and a loan of between three and four millions— 

The Wirness: They didn’t have that, because there was a discount on the 
bonds sold. 

see CHAIRMAN: They probably had a million and a half of working 
capital. 

The Witness: They were discounted. 

Hon. Mr. Moranp: $500,000 of commissions? 

The CuHatrMan: No. Outside of that they sold securities to the value of 
$9,000,000, and there would be a discount on the bonds. The company did 
not get it all, it was amortized, and there was a discount on the preferred shares. 

Mr. Coors: JI tried to get from the witness yesterday what the spread 
would be, and he said 5 per cent. Five per cent on $7,000,000 would be— 

The CuHatrman: I thought I was trying to get that from him. 

Mr. Coorn: Perhaps we both did. 

The CHarRMAN: He only answered in a general way. 

Mr -Coormie Wes: 

The CuarrMAN: The spread on the sale of preferred would be larger on the 
sale of the first million bonds? 

Mr. Coore: It was not for lack of questioning I did not get the infor- 
mation. 

The CHatrrMAN: I do not think he had the data. 

Mr. Coore: I perhaps did not know what it costs to get out pulpwood, 
but it does seem to me to be a very large loan in comparison with the capital 
involved. 

The CHatrrmMan: Apparently the loans were taken care of. 

Mr. Power: 100,000 cords a year. They only took 400,000 in four years, 
and during one year they borrowed $1,000,000 to get it. It must have cost 
them plenty for their pulpwood. 

The Cuatrman: I think they admit their pulpwood cost too much. 

Mr. Coote: Does the bank know, or who knows, how many cords of pulp- 
wood they were going to be able to get out with the expenditure of this money? 

Mr. Witson: I am sure when they applied for the loan they gave us infor- 
mation of that sort. Everybody does. But we were not alone in a matter of 
that sort, because the three banks were abundantly secured by guarantee of 
these three companies, Wayagamack, Port Alfred and St. Maurice. 

Mr. Power: ‘That was under section 88? 

Mr. Witson: We might have had section 88 as well; but our security was 
the guarantee of those three established companies, very prosperous companies 
in those days; 1927 is not 1984. 

The CuatrMan: Those were the growing days. 

Hon. Mr. Moranp: In handling the amount, did not a bank handle it and 
divide it among the other two? 

Mr. Witson: In this case it was divided three ways because the owners 
kept accounts in three banks, and each bank was anxious to have its full share. 
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So we finally said, “Let us split it three ways.” If we had split it according 
to the amount of business we had from the owning companies, I suppose we 
would have got only a quarter and the Nationale a quarter, and the Bank of 
Montreal would have got one half. But it looked like a good loan, good busi- 
ness, and we held out for our one-third; Mr. Leman held out for his one- 
third, and he got it. 

Mr. Coors: From the business point of view, can we take it that the three 
banks considered Anticosti Island as a good one from the pulp and paper point 
of view? 

Mr. Witson: As bankers we had nothing to say about that, whatsoever. 
These companies never came around and asked us whether it was a good thing 
to do. 

The CHatRMAN: Were the banks consulted by either? 

Mr. Witson: If by the banks you mean me as general manager or the 
management of the banks, not a bit. 

Mr. Coorg: You say these lcans were guaranteed by the three companies? 

Mr. Witson: Yes, and they subsequently paid it off. That is why it dis- 
appeared. It was just taken along by those guaranteeing companies. 

Mr. Coorg: In your ordinary loaning business, do you not ask the borrower 
what he is going to do with his money? Does not your manager go into it very 
carefully to find out whether or not it is a good proposition? 

Mr. Witson: Yes, but we are talking about two things. You asked me 
whether the banks considered the purchase of Anticosti Island by these com- 
panies as a good business venture. I say we were never asked for our opinion, 
and we did not express it. 

We did not finance that deal. You are now discussing the credit we gave to 
the company after the property had been acquired. 

Mr. Coorm: A company carrying on certain operations. 

Mr. Witson: Yes, pulpwood operations. 

Mr. Cootr: How did the operations turn out? 

Mr. Witson: It did not turn out well, but we were well protected, because 
we had been guaranteed by the three big companies. 

Mr. Cootrt: It was the guarantee— 

Mr. Witson: That is what we were looking at. 

Mr. Coote: That you were considering? 

Mr. Wiztson: Without that guarantee they would not have got to first base. 

Mr. Coorz: Did you not take into account the possibility of getting out 
pulpwood? 

Mr. Witson: No, as I say, here were three companies who had got into this 


thing. They must know their business. I wouldn’t presume to sit down and say 
to them that I thought this was a foolish deal, even it were a foolish deal. 


Mr. Coorz: They could have left the pulpwood on the island and not 
incurred all this expense? 

Mr. Wiuson: I, as a banker, would not think of taking the responsibility 
of suggesting that to them. That would be presumptuous. I do not know 
enough about pulpwood operations to be competent to say that. 

The CuamrmMan: They never anticipated the wood was going to cost that. 


Mr. Power: What surprises Mr. Coote and what surprises me is this, 
that if companies such as these, which were in a good way of business, and 
had a good credit, come to you with a proposition, provided they are willing 
to guarantee it previously, you do not care what they do with their money? 
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Mr. Witson: No. It has got to be for legitimate purposes. 

Mr. Coorz: That was practically the inference. 

Mr. Witson: I do not mean to infer that at all. We are very much con- 
cerned with what they do with it. We are very anxious to know for what the 
loan is required. 

Mr. Cootr: That is what the manager is for. 

Mr. Witson: Well, naturally. 

Mr. Cootr: From my dealing with the general public. 

Mr. Witson: Your experience as a banker. 

Mr. Coote: Quite. 

Mr. Witson: That is one thing. We will loan him money for a commercial 
operation, to get out pulpwood, but we would not loan him money, the same 
man, for the purpose of buying an estate down in Georgia. 

The CHarrMAN: Or a race horse. 

Mr. Witson: Well, worse still; or to buy an estate down in Florida, or 
something like that. We say it is not the business of a bank to finance a thing 
like that. If you want to do that, sell some of your securities, get money like 
that, but do not ask us to carry you on such a deal. 


Mr. Power: I suggest that financing operations in Anticosti was a lot 
worse than buying an estate in Florida. 


Mr. Witson: I am sorry for those who lost their money invested in Anti- 
costi; I know how they feel. 

Mr. Coors: It does lend colour to the belief of the public that a group 
of very influential business men interlocked on certain directorates, if they are 
running a concern and have security, the money is forthcoming. 

Mr. Witson: Your suggestion is that the three banks who made this loan 
were influenced by the fact that certain gentlemen were on the board of directors 
of the company. 

Mr. Coorr: Not in this case any more than others. 

Mr. Witson: We are talking about this one as an example. I suggest in 
reply that is not the case, that we were influenced by the fact we were offered 
a joint and several guarantee by three large operating and prosperous com- 
panies, the signature of any one of these companies would have been undoubt- 
edly good for the amount that the three banks loaned, and you as a banker 
would have been the first to say so in 1927 when the loan was made. Then, 
seven years later they get into difficulties, but that can be said about a lot of 
concerns. Is that a fair reply from my standpoint? 

Mr. Coote: Sufficient for the record. 

Mr. Power: Except if you strike out the words “years later,” because 
they were in difficulties before they started. 

The CuHarrman: At Anticosti, but not with their own business. 

Mr. Wuson: It is no use to pursue me on the question of buying Anticosti. 

Mr. Coorr: Anticosti was one of the difficulties they had to deal with. 

Mr. Wuson: That is all right. I am repeating to you what I said in 
Ottawa last week. I had nothing to do with Canada Power and Paper Company, 
in any way, shape or form. Do not ask me about these things, because I may be 
making a mis-statement. 

Mr. Coote: You had something to do with the loan to Anticosti. 
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The CHatrman: It will be observed, Mr. Coote, that the loan in question 
was the first asset they had acquired. They acquired it in the summer of 1926. 
This was December, 1931, the year they started in to operate. 


By Mr. Power: 

Q. The next question is, what was the amount, if any, in which St. Maurice 
Valley Corporation was indebted to the Royal Bank of Canada on December 1, 
1926, December 1, 1927, December 1, 1928, December 1, 1929, or up to the time 
at which this company was absorbed by the Canada Power and Paper Company? 
—A. December 1, 1926, $2,000,000; December 1, 1927, nil; December 1, 1928, 
$3,175,000; December 1, 1929, $1,125,000. 

The CuHatrMan: You do not include the guarantee in 1929? 

Mr, Witson: No, these are loans direct. loans to this company. 


By Mr. Power: 

Q. What was the amount, if any, in which the Belgo-Canadian Paper Com- 
pany was indebted to the Royal Bank of Canada on December 1, 1926, Decem- 
ber 1, 1927, December 1, 1928, December 1, 1929, or up to the time at which 
this company was absorbed by the Canada Power and Paper Company ?—A. 
There were no advances, 

Q. You have not got Belgo-Canadian?—A. No; because this was a Bank 
of Montreal account. 

Q. As a matter of fact, Belgo-Canadian did get into the partnership when 
the St. Maurice Valley had been created in 1927, did it not, Mr. Chairman?— 
A. Well, I think the St. Maurice Corporation controlled both St. Maurice and 
Belgo, That was the first step in Canada Power and Paper, as I remember it. 

Mr. Power: 1926, was it? 

Witness: My recollection is it was in 1926. 


By Mr. Power: 

Q. What was the nature of the security held against the loan in each of 
the above cases?—A,. Security under section 88 of the Bank Act, and in the 
case of Anticosti Corporation, additional security by way of joint and several 
guarantee of the owning companies, viz: St. Maurice, Port Alfred, and Wayaga- 
mack. 

Q. What assistance, if any, was given by the Royal Bank of Canada to the 
promoters of the purchase of the island of Anticosti from Senator Meunier in 
France?—A, The island of Anticosti was purchased direct— 

The CHaiRMAN: That was gone into yesterday, but it can be repeated and 
put in this record, 

Mr, Power: In so far as the bank is concerned, 

Wirness: The island of Anticosti was purchased direct from Senator 
Meunier by Wayagamack, Port Alfred, and St. Maurice corporations, in order 
to extend their timber holdings. 

The CHarrMAN: Is that literally true, because Mr. Whitehead did say that 
Martin-Zede received something? 

Mr. Power: Martin-Zede received $1,000,000 

Mr. Coote: That would be commission. 

The CHAIRMAN: But not from the buyers or promoters of the scheme. 

The Witness: I am quite willing to leave this out, because I am not 
familiar with that aspect of the business, and it is not the bank’s business. 

The CHatrMAn: Mr, Gundy spoke about $500,000 yesterday. 
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Mr. Witson: He was not a promoter. 

The CHAIRMAN: That was for the sale of the option. 

Mr. Witson: They said, you can have a two-thirds interest in the option 
if you pay me half a million. 

The Wirness: In July, 1926, the Royal Bank advanced $6,196,922 to the 
Anticosti corporation (the name of the company that took over this property) 
on the joint and several guarantees of the three owning companies, viz., Waya- 
gamack, Port Alfred and St. Maurice. These three companies were in a first 
class financial position at that time, and the loan was repaid within a few 
weeks, as arranged. 

The CHAIRMAN: You covered that yesterday. 

Mr. Witson: Yes. 

Mr. Coots: The loan was repaid with the money secured from the sale 
of securities. 

Mr. Wiuson: Yes. 

The CHAIRMAN: It was to bridge the gap, as we understand it, the sale 
of securities. 

Mr, Witson: Well, the titles were passing. 


By Mr. Power: 


Q. What assistance, if any, was given by the Royal Bank of Canada to the 
promoters of Anticosti corporation?—A. Answered by the preceding question. 

Q. What was the nature of the security held against the loan in each case?— 
A. Answered by the two preceding questions. 

Q. What assistance, if any, was given by the Royal Bank of Canada to 
investment bankers, firms, persons or securities who engaged in the promotion 
of the company known as Canada Power and Paper Company?—A. Canada 
Power and Paper Company was a consolidation of several companies effected 
by an exchange of securities of the new company for those of the company 
entering the consolidation. The new company did not issue any securities to 
the public, and therefore no banking assistance was required. 


The CHatrMAN: Or given? 
The Witness: Or given, yes. 


By Mr. Power: 


Q. To what extent was Canada Power and Paper Company indebted to the 
Royal Bank of Canada at the end of the company’s fiscal year 1928, 1929, 1930 
and 1931?—A. December 31, 1928, nil; December 31, 1929, nil; December 31, 
1930, $8,520,592, including loan and all, $1,699,592 on the joint names of this 
company and Laurentide Company Limited; December 31, 1931, $7,093,780 
including loan of $1,914,280 on the joint names of this company, and Lauren- 
tide Company Limited. This account was divided with the Bank of Montreal 
who made advances similar to ours. 

Q. That is to say, it was $14,000,000 some odd?—-A. Yes, the total borrow- 
ings would total this amount. 

Q. What was the use of having the Laurentide company’s name on this 
loan when to all intents and purposes the Laurentide company had passed out of 
the picture? 

Mr. Wiuson: In 1930 they were in the picture. 

Mr. Power: In 1931 they were not. 

Mr. Witson: Yes, they were in the picture legally, because, as part of the 
security we had, the Bank of Montreal and ourselves, for that loan, were bonds 
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on the Laurentide property. They had some heavy payment that Mr. Chahoon 
referred to on timber. 


Mr. Power: Is this the loan arising out of which you took possession of the 
100,000 shares of Shawinigan? 


Mr. Wuson: That is not an apt word. Yes, the Shawinigan shares were 
pledged at the time this Laurentide loan was made. 


Mr. Power: 100,000? 

Mr, Witson: Yes, along with other security. 

Mr. Power: They each went half one-half, 

Mr. Witson: Yes, 50-50. 

Mr. Power: 100,000 of Shawinigan? 

Mr. Witson: No. 

Mr. Power: I thought that was to your bank? 

Mr. Witson: No. 

Mr. Power: I thought that the Royal Bank had this 100,000. 

Mr. Witson: No, the Bank of Montreal would not let us get away with that. 


Mr. Power: I would not think so, because that was the only good asset 
in the concern. 


By Mr. Power: 


Q. To what extent is Consolidated Paper Corporation now indebted to the 
Royal Bank?—A. On May 18, 1934, $5,021,583, including loans of $1,911,080 on 
the joint names of this company and Laurentide Company Limited, and loans 
of $263,253 to Laurentide-Ottawa Company Limited. This account 1s also 
conducted on a 50-50 basis with the Bank of Montreal, who grant the corporation 
similar advances. 

Q. So at the present time——A. Multiply that by two. 

Q. Is Laurentide-Ottawa still in existence?—A. Yes, they have a lumber 
operation up near Pembroke some place. 

Q. What security does the bank hold in this ease?—A. Canada Power and 
Paper Company (while the company was a borrower): section 88 on inventories 
with relative fire insurance. Assignment of accounts. Hypothecation of market- 
able securities owned by the company and first mortgage bonds of a subsidiary; 

Consolidated Paper Corporation Limited: ‘section 88 on inventories with 
relative fire insurance. Assignment of accounts. Assignment of timber licences; 
Hypothecation of marketable securities owned by the company and first mortgage 
bonds of the borrowing corporation. 

_  Q. What were they?—A. They were originally 50,000 shares Shawinigan 
in the case of each bank. At the moment there are 37,585 shares Shawinigan, 
each bank, and 1,431 shares Quebec Pulp and Paper preferred each bank. 

Q. Quebec?—A. Quebec Pulp and Paper. 

Q. Quebec Pulp and Paper Mills?—A. This is one of Price Brothers — 

Q. How many shares did you have?—A. 1,481 preferred, 24,998 shares Que- 
bec Pulp and Paper Company, and 4,004 Newsprint Bond and Share Company. 
Then, we have first mortgage bond of the Consolidated Paper Corporation, total- 
ling $3,904,650. 

The CuairMan: Par value? 


The Wrrness: Par value. Then, we have an assignment of half interest in 
an amount due, by Price Brothers, being balance of purchase price of Peribonka 
limits, $382,000. Then, the two banks jointly have an assignment of timber 
licences covering approximately 1,193 square miles. 
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By Mr. Power: 

Q. How many?—A. 1,193. That is in connection with the Laurentide- 
Ottawa loan of $293,000. 

Q. Have you a pledge against that?—A. Yes. 

Q. Registered?—A. Yes. 

Q. In the department?—-A. Oh, yes. 

Q. It is a straight assignment?—A. Yes. 

Q. Of whatever rights they have?—A. The right to cut timber. There is no 
freehold. 

Q. I do not suppose it is within my province to discuss with you the value 
of the marketable securities which you have?—A. Well— 

Q. If it is, I might seriously question, perhaps, the value of 24,000 Quebec 
Pulp & Paper?—A. I do not put that forward as having value. I said what we 
held. It was available, and naturally banker-like, we took it. The really valu- 
able marketable securities apart from the company’s own bonds are Shawinigan 
shares. That is obvious. 

Q. That is obvious?—A. Yes. 

Q. That covers both companies?—A. Yes. 

Q. That is the state of the poll to-day?—A. Yes. 

Q. But these securities which were pledged for loans to Canada Power and 
Paper and naturally——A. Automatically went to the successor company, yes. 

Q@. The next question is: What is the connection between Sir Herbert Holt 
and the firm of Wood, Gundy and Company?—A. There is none now, and there 
never has been any. 

Q. What is the connection between Sir Herbert Holt and the firm of Holt, 
Gundy and Company?—A. I was president of and owned 30 per cent interest 
in the company—no longer in business. 

Q. It is no longer in active business? 

Mr. Witson: The charter may be alive. That is what Mr. Gundy said. 

The Wirnress: The charter has been given up. 

Mr. Power: Mr. Gundy gave the impression the charter was still in exist- 
ence. 

The Witness: The charter has been surrendered. 


By Mr. Power: 

Q. To what extent, if any, were these firms indebted to the Royal Bank of 
Canada on December 1, 1926, December 1, 1927, December 1, 1928, December 1, 
1929, December 1, 1930, December 1, 1931, December 1, 1932, and December 31, 
1933?—A. I have just indicated that I have never had any interest in the firm 
of Wood, Gundy and Company. Because of this I would ordinary feel unable to 
disclose particulars of this firm’s borrowings from the bank, but in this ease the 
Bank has obtained permission from Wood, Gundy and Company to give the 
information in question. The following is a statement of borrowings for which 
you have asked: 


Holt, Gundy and Co., and Wood, Gundy and Co. jointly— 
Call loans fully secured by readily marketable collateral. 


December 1926030 uilganol) alt da Pa sees sat 7SainO 
December 1;,:1927: (0) sw ee ee AOU 
December 1,:1928:.. 2... ee ee CO) 
December :1, 1929: ube ie ee nil 
December! 198088, 26 oes Se ee ee UO000 
December ASO SIs 20 a ee ee ee eee nil 
December“1e 19322) Ok a ee kee nil 
December 3171933 (9° O"( 3 te ee oo nil 
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Holt, Gundy & Company— 
Call loans fully secured by readily marketable collateral. 


Decempenmsle OZ py es | eRe EBMI3O2 2902 
IDecemmUcmeneOOie ee ee ee OE ER 13099,0380 
IWecenocwelemlOA8 et sh eek eet nil 
Wecempcuem@O2e 2 ee nil 
Wecemben dy LOSURE re wm Lee rents nil 
Wecempen Neo 4 |. wwe nil 
IDye@esamloeie. Wy GBP) ees ee me nil 
IDecemler Bil, CSR. a nil 


Wood, Gundy & Company— 
Call loans fully secured by readily marketable collateral. 


IDetenineielO2G Ne le ee sr ee CD OOUATT 
DECC Men Oe iy as 8 0,080 O00 
DECC NODS ye ee een oe 959,442 
Decenmben i. WI2Qe ee te Ve ee 4 162-180 
Wecember eh, NOZ0K sey FEO Fo OL,  S88i0b8 
Werempcral lI tia .- .. Lotenw. oORI4. . ; x4005,848 
Wieeemab Gia, 1922 dey. netisoys tat oot-shan ivy 1 715,807 
December cle OSB ee Ba asllgnteey 9) aptagad. at cor (2;010,006 


Q. To what extent were investment bankers, including Wood, Gundy and 
Company, Holt, Gundy and Company, and A. E. Ames and Company assisted 
in the financial operations which resulted in the formation of a merger of pulp 
and paper companies known as Canada Power and Paper Company, now known 
as Consolidated Paper Corporation?—-A. As stated in reply to a previous ques- 
tion, there were not any securities issued to the public in connection with the 
merger of pulp and paper companies known as Canada Power and Paper Com- 
pany, and therefore banking assistance was not required. 

Q. I notice in this list, you give a list of call loans. Were there any other 
loans of any other kind?—A. No, I just put that there to indicate they were 
all by way of call loans. 

Q. That is the only way you could make loans to those people?—A. The 
only way you could. 

Q. The only way you did? ‘They are not in any business. Now, I have 
asked for a balance sheet of the Montreal Trust Company?—A. Here it is. (See 


Appendix AK.) 


The CuairmMan: Do you want to ask any questions on it? 
Mr. Power: No. I asked you what the assets were. 
The CHairRMAN: They are segregated. 
Mr. Power: The total assets. 
Mr. Witson: $825,763,643.26. 
The CuatrmMan: This includes trust assets. 
Mr. Witson: That is December 31, 1933. 
Mr. Power: This includes trust assets. 
Mr. Witson: Yes. I will file the statement. 


The Cuarrman: Gentlemen, do you wish to ask Sir Herbert Holt any other 
questions? 


Mr. Coote: I have a few questions to ask, Mr. Chairman, that will not take 
very long. They are particularly in regard to interlocking directorates. 
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By Mr. Coote: 

Q. Sir Herbert, you were a business man before you became a banker, I 
think?—A. I hope I was. 

Q. I do not want to ask you particularly, but could you tell us offhand 
when you became a banker?—A, In connection with the Royal Bank, I think it 
was 1908. 

Q. I was wondering— —A. Probably a year and a half— 

Q. A year is not very material. 

Mr. Witson: About 30 years. 


By Mr. Coote: 

Q. Perhaps you can remember how many directorships you held before 
you became a bank director?—A. I cannot tell you now, but I had quite a num- 
ber of directorships, not only in this country, but in other countries, 

Q. Do you remember the greatest number you held in any one time?—A. 
Well, I cannot tell you, but there was a statement made in the Privy Council of 
the Federal Government that I held 153, but I never held any such amount. 

Mr. Witson: You could never find them. 

The CHarrman: Made where? 


The Witness: If you ask me that question, where it was made, the British 
government asked me to become Comptroller of Munitions, and my name was 
submitted to the Canadian government, and they said I was interested in so 
many companies [ was not a fit person. : 

Mr. Coore: That is very interesting. 

The Wirness: Well, it is true. 

The CHamrMAN: Said where, in parliament? 


The Wirness: In the council chamber, 
Mr. Witson: I think they were considering the appointment. 


By Mr. Coote: 

Q. There have been so many conflicting statements published I thought 
perhaps you might be able to give me the correct figure and state what is the 
greatest number you held at any one time?—-A. I cannot tell you. 

Q. You do not keep any record?—A. No, I never kept any record. 

The Cuairman: His biographer some day will tell the story. 

Mr. Witson: A list of directorships is a very misleading thing. For 
instance, J have seen Sir Herbert’s list, and I have taken the pains to try to find 
out where some of those companies were, and at one time I discovered about 
ten or fifteen were subsidiaries of the Montreal Light, Heat and Power Company. 

The WitNEss: Yes. 

Mr. Witson: They were office companies, and for some reason or other, 
they owned a transmission line or a gas tank, or a couple of big boats— 

The Wirness: That was all included in the list, but I could never find out 
anything like that. 


By Mr. Coote: 

Q. Perhaps you were president of some companies you were not aware of? 
—\, IN. 

Q. Being a very busy man, you would forget that?—A. No. 

Q. Well, I do not know whether I am putting this question in the right way 
or not, but why would you or any other man care to have such a large number 
of directorships?—A. Mr. Coote, I never became 2 director of any company in 
which I did not have a large financial interest. 
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Q. I think this is a little different from the question which Major Power 
asked this morning, but could you tell us the amount of directors’ fees that you 
received in any one of those years?—A. I could not. 

Q. Then, is it any advantage to an industrialist to be a bank director?— 
A. None that I know of, except to the bank. 

Q. None whatever, except to the bank?—A. Except to the bank. 

The CuairMAN: You do attach considerable importance to that? 

The Witness: Certainly I do. 


Mr. Witson: I do, the management does, 


By Mr. Coote: 


Q. Would it be any advantage to a large financial operator to be a director 
of a bank?—A., Well, here is my own case. I have never borrowed a cent from 
a bank in my life. I am only giving you my case. 

Q. Would you give that advice to the young men of to-day?—A. I would, 
sir. 

Q. That would be bad for the banks?—A. Well, sir, I cannot help it. 

Mr. Witson: Sir Herbert knows the young men would not take it, so the 
banks will still continue in business. 


By Mr. Coote: 


Q. How many men do you say determine Canada’s financial policy to- 
day?—A. I cannot tell you. 

Q. You would not have any opinion to offer?—A. I have no opinion to 
offer. If they took my advice it would be very different. 

Q. Just what do you mean by that? Do you mean the policy would be 
different?—A. Yes. 

The CHatrMaAn: Are you referring to the government policy? 

The Witness: Public policy. 

The CHarrMan: He is talking about Mr. Bennett. 

Mr. Power: He does not want to say which one. 


ley ile; Coos 

Q. Would it not be fair to say that Sir Herbert Holt, Sir Charles Gordon, 
Sir John Aird, and may be Sir Joseph Flavelle, or say double that number, or 
ten men, really control the financial institutions of Canada to-day?—A. Well, 
they do not control it. 

Q. No?—A. No. 

Q. What are directors for, Sir Herbert?—A. For conducting the business 
of the bank. 

Mr. Witson: I think Sir Herbert’s point is, while he is the head of our 
bank, there are 25 directors associated with him and Sir Herbert Holt does not 
impose his views on the other directors. 

The Wirness: To your knowledge, did I ever try to? 

Mr. Witson: I never saw it. If you had a brain storm and tried to do 
it, I know we would lose some of our directors. 

The Witness: Perhaps we would lose our general manager, too. 


Mr. Wiison: I might stay due to the fact that I am a poor man, but 
some of the others would not stand for it. 


By Mr. Coote: 


Q. This is rather an important question. To what extent do directors 
direct? Do the directors determine the policy of the bank, or does the general 
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manager determine it?—-A. The general manager submits everything to the 
directors, that is, except small things. 

The CuarrmMan: He is speaking sir, of policy. 

The Witness: “Yes. 


By Mr. Coote: 


Q. Yes.—A. It is considered, sometimes. For instance, in the Royal Bank, 
we have directors in several cities, Vancouver, Winnipeg, Halifax, Toronto, 
Quebec. They meet weekly or bi-weekly, and they pass on local credits. They 
have authority to extend loans up to a certain amount, moderate amount— 
beyond that it is referred to the whole board of directors. 

@. When the bank sends out letters through their general manager, we 
will say, circular letters, which go to every manager indicating that the bank 
wants a certain policy followed, would that be determined by the board oi 
directors, or by the general manager?—A. I think it would be determined by the 
general manager. 

Mr. Witson: I would report it to the board because I would want to 
feel that the board concurred in what I was doing. The directors expect the 
general manager to initiate things, but I say the general manager also includes 
the officers generally. 

Mr. Coote: It was mentioned this morning that you were president of 
the Dominion Steel and Coal Company? 

The Witness: No. 

The CuHarrmMan: A director. 

The Wirness: A director. In that connection I have offered to resign 2 
dozen times. 

Mr. Witson: They won’t let you do it? 

The Witness: They wen’t iet me do it. 


By Mr. Coote: 


Q@. I was just going to ask you why the president of a bank would be 
bothered being a director of that concern, which is located so far away from 
your office?—A. Well, the reason I am a director is, I have some knowledge 
of the business. I was instrumental in having Sir Newton Moore appointed 
because I thought be was the best man. Now, when he thinks I can give him 
any information, he comes up to see me. He was down here yesterday. 

Mr. Wiison: A large part of your business is coal. Sir Herbert has been 
in the coal business through the manufacture of gas for the Montreal Light, 
Heat and Power Company for a great many years. 

Mr. Coore: J am using that as an instance to try to get to the under- 
lying motive which induces a man to take on a large number of directorates; 
but I am unable to get from Sir Herbert the number which he might possibly 
have. 

Mr. Power: Take for instance, the paper business, in which Sir Herbert 
Holt was not connected prior to the time he took on the paper directorate. Would 
that suit your purpose? 

Mr. Coors: That would suit my purpose, although that is not quite so 
well, because Sir Herbert has been interested in the power business, which is 
very closely connected with paper, and it is all situate around Montreal. But 
I will be glad if he will tell us why he became a director of a number of paper 


companies. 
The Witness: Port Alfred? 
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Mr. Wiuson: May I say something here. I do not want to interrupt you, 
but I think the reason that a man like Sir Herbert is sought in so many busi- 
nesses, is first, it is well known that he is a man of large means, and he has 
investments in a lot of these companies. He is not lazy. He is a man of 
tremendous capacity, and these companies welcome his counsel and advice be- 
cause the experience you get from the business world is cumulative. I know 
from experience, many of these companies have come to me and said, “Couldn’t 
we arrange to have Sir Herbert come on our board?” I say, “Why do you 
want him?” “He owns some stock in it now, and we would like to have his 
counsel around the board table once a month or once a fortnight, as the case 
may be’. A lazy man is not asked to go on a board. 

The Wirness: Mr. Coote, I think I answered that before, but I may not 
have made myself clear. I have never been a director of a company in which 
I did not have a financial interest. I had a financial interest in Port Alfred, and 
Port Alfred was part of the merger, part of that paper group. 


By Mr. Power: 

Q. It was the first group in which you—.—A. No, sir. 

Q. It was the first in which Mr. Gundy——A. Yes. 

Q. -—first in which Mr. Gundy?—A,. Long before, and if you will allow 
me to explain my attitude in the whole paper situation, I will do so. It was 
a company in which Mr. Gundy was interested, Bay Sulphite. When I heard 
about that, I was a director of the Price company. I saw Sir William Price, 
and I said to him, ““Now, you want to get that company; you do not want to 
allow somebody to come in to your territory, it would interfere with your 
logging and you can get it comparatively cheaply.” I understood that, I did 
not know. He said he would agree to do it. I was on my way over to England. 
Unfortunately, by the time that he could get around to that, he met with his 
accident. I followed that up further with the late president of the company, his 
son, and told him it was most important that we did not want to start—it was 
before Port Alfred started—we did not want another paper company, because 
it was reaching the critical stage. I told Mr. Gundy to go to see him, and they 
came to an agreement. 

The CHairMAN: To purchase? 

The Witness: To purchase. Jack Price came over to my office and con- 
sulted me about it. I said, “You are getting a bargain, you want to do it.” He 
went down and he consulted with his executive in Quebec, and he telegraphed 
me that they decided not to take it. That is one paper company that would 
never have been started. The Port Alfred company would never have been 
started if my advice had been carried out on that. I cannot give you any 
more concrete answer of why I am a director of this company than I have 
never made anything out of that. I have lost. I would be ashamed to tell 
you how much money I have lost. 

The CHarRMAN: I might suggest to you, if times had remained good, you 
might have been blamed for going on the board of directors for the purpose 
of transferring that company over to Price Brothers? 


The Witness: Oh, well, yes. 

Mr. Power: You are damned if you do, and you are damned if you do not. 
The Witness: Yes. Do not you think my policy was right? 

The CHatrrMAN: Gentlemen, the time is going on. 


By Mr. Coote: 

Q. I have just one other question, if I may be permitted to ask it. 1 
intimated before I would ask you this: The Royal Bank has grown to be a 
very large institution since you became interested in it?—A. Yes, 

[Sir Herbert S. Holt] 


922 SELECT STANDING COMMITTEE 


Q. And it was largely through bank mergers. This is a question with which 
I am personally acquainted?—A. Not largely. 


The CuarrMan: They could tell you relatively. 

Mr. Coots: We won’t go into that. 

The Witness: Mr. Wilson will give you all the figures. 
Mr. Coorz: My question is this— 


The Wirness: I have the question. Why the bank went in was often at 
the request of the government. 


The CuatrMAN: The Minister of Finance of the day. 


The Witness: The Minister of Finance of the day. These banks were in 
trouble, and they got the banks taken over. Now, you know yourself a number 
of these banks were taken over, and we would never have taken them over if it 
was not to,clean up the situation. 


Mr. Coors: I will have to take your word on that, because we were always 
told the Canadian banking system was so good none of them ever failed. 


The Witness: Since the banks— 
The CuairMANn: They were not allowed to fail. 
The Witness: They allowed them to fail then. 


By Mr. Coote: 


Q. That brings us to the question which I want to ask you. The situation 
now is that we have ten banks in Canada, and three of these banks, control, 
I think, about 70 per cent of the business——A. I do not know that I should 
mention about that. 

Q. Without asking you to accept those figures, I would make the statement 
—you might correct me if it is incorrect—that these three banks really set the 
banking policy in Canada, and the other banks must follow?—A. I disagree 
with that altogether; absolutely disagree with that. 

Q. Do you think it is in the interest of Canada to allow any further bank 
mergers?—A. If I had my way I would have three banks in Canada at the 
outside. They have five banks in England to control the biggest commercial 
nation of the world. 

Q. If three would be advisable, would it be better still to have two?—A. No; 
I think three would be a fair amount because you have got to have a certain 
amount of competition between them. 

Q. You think you would have competition with three?—A. Do you mean 
would that be all the competition required? 

Q. When that situation arises, would not the directors of those three banks 
have more control in Canada than the government itself?—A. No, sir; they would 
have ne more control than the banks have now, which is nothing, so far as the 
government is concerned, or so far as I know, of controlling the policy of the 
different banks or anything in connection with the control of the treasury. 

Q. Mr. Chairman, there is a temptation to ask more questions——A. Go 
ahead. 

Q. I think perhaps——A. I am quite willing to stay here all day. 

Q. Just one more word. Mr. Wiggins formerly president of the Chase 
National Bank——A. Yes? 

Q. —in 1931 made a statement to the effect that prosperity could not return 
to the United States until the wages of the labouring people were reduced. At 
that time, he was drawing a salary or a total remuneration of $202,000. It 
seemed to me a little bit unfair on his part, a man with that salary, to suggest 
that these other men should take a reduction, and not suggest it for himself. 
I should like to ask you whether there is not a danger when a man becomes as 
powerful in the financial and industrial life of the nation, as Mr. Wiggins was 
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in the United States, or as you yourself have been in Canada, in placing too 
much power in his hands, and that he is not apt to misuse it?—A. Well, as I 
explained before, the system of banking in the United States is absolutely 
diametrically opposite to the system in this country. 

Q. They have the system of interlocking directorates?7—A. They have the 
system of interlocking directorates, but they have how many banks? They had 
over 25,000 anyway. 

Q. They have in New York what is termed the “ Big Three,” the same as 
we have in Canada. Mr. Wiggins was the chairman of the board of the biggest? 
—A. Yes, the biggest in the world. 

Q. Their interlocking directorates, so Mr. Wiggins said, carried a certain 
sie of authority into something like 4,000 corporations in the United States? 
—A. Yes. 

Q. Does not somewhat the same condition exist in Canada, of course, to 
a lesser degree, because we are a smaller country?—A. No such condition to 
my knowledge exists in Canada at all. Absolutely opposite. 


By Hon. Mr. Morand: 


Q. From 1926 to 1929, during the expansion of credit,—I will put it that 
way—.—A. Yes. 

Q. Was there any concerted effort made by those in charge of finances 
to limit or to stop that expansion to your knowledge?—A. Yes, there was, as 
far as the Royal Bank was concerned, and myself personally. If you read 
my annual speeches, you will see I covered that. I gave warning. I do not 
know how many annual addresses I made giving warning of the conditions. 

Q. But you did not have control of it sufficiently?—A. I could not control 
it. I controlled it as far as we could. 

Q. You controlled it as far as you could?—A. Yes, as far as the bank could. 


Mr. Wiuson: If there were only one bank, your control would be absolute, 
but where you have competitors, naturally you must be influenced to a degree 
by what they are doing; otherwise I am liquidating my bank, and the other 
fellow is building up his. 


By Hon. Mr. Morand: 


Q. After October, 1929——A. Yes? 

Q. —there was undoubtedly a marked contraction of credit—I have to be 
very careful of how I word this—was there then a concerted action in the 
contraction of credit?—-A. From the banks? Mr. Wilson can answer that better 
than I, because he was closer in touch with the management of the other banks, 
but to my knowledge there has never been any. 

Q. Concerted action?—A. No. 

Mr. Witson: You never discussed with Sir Joseph Flavelle or Sir Charles 
Gordon or the presidents of those other banks? 

The Witness: Never once. I have never discussed the affairs with any 
president or officer of any other bank. 

The CHarmRMAN: Except your own. 

The WiTNEssS: Except my own. 


By Mr. Coote: 
Q. If we had three banks, could these have controlled the situation?—A. No, 
sir. Under a proper conduct of the banks, they could not control the situation. 


The CHAIRMAN: Before we close, I want to ask Sir Herbert Holt one ques- 
tion. 
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By the Charman: 

Q. Sir Herbert, would you care to offer to this sub-committee, and through 
it to the public of Canada, any solution for the present newsprint situation in 
Canada?—A. Well, Mr. Chairman, I would be very glad to give my opinion 
for whatever it is worth. The present situation in the newsprint in Canada is 
largely, primarily, owing to the six provinces that are producing at the present 
time. It was caused by the anxiety of the governments of those provinces to 
start new industries, to get more money for their timber licences, and employ- 
ment for their people. That is the primary cause. The next thing was that, 
as I said, after 1927, the companies ] was interested in did everything 
possible to curtail the thing, There were certain other companies formed 
which increased the production by roughly a capacity of 4,400 per day. 
These are the people I consider responsible for the present—largely respon- 
sible for the present situation; and the only solution I have is for the six 
provinces that have paper mills to get together and agree on a quota for each 
mill, so that one mill cannot run at 100 or 105 per cent, while another mill is 
running at 25 per cent. As long as the present system exists, people are going 
to go out and try to cut tonnage and cut rates. If the provinces would establish 
a quota and control their licences for cutting pulpwood, that would be all done 
away with, because there would be no object in those mills cutting rates. That 
has been the cause. At prosperous times, when I joined this thing, the standard 
price was $65. We found there was under-cutting in the new mills started up 
by secret rebates. It went further than that, when the new companies started 
in, by going out and taking contracts at less than the standard price, and that 
kept on. Now, that is why I quit the paper business in 1929. I was on the other 
side when the International Paper Company cut the price of paper to $50 a 
ton. I advocated when I returned to the board of Canada Power and Paper 
Company, that unless the International would replace the price to start in— 
because I was trying to finance—he could not have financed the mills, but that 
only applied to one company. All those new companies of which you have a list 
have started in since 1927. Now, the Canada Power and Paper Company is 
practically the only company in Canada that I know of that has not increased 
its capacity, and as I said to Major Power to-day, I do not see why I should 
be picked out and the Royal Bank is being made the devil in the piece— 

The CuairMAN: Being made the goat. 

The Wirness: Yes. I must say I resent that. 

The CuatrMAn: J should say this, Sir Herbert, in reply to that last obser- 

vation, that the evidence given before this committee vesterday was of a very 
illuminating character, and I think it will put the facts correctly before the 
public. Your position’ now is made clear, probably for the first time. In part, 
your solution of the newsprint situation is this: You believe that a quota sys- 
tem enforced by the various provincial governments would control the supply 
of raw material? 

The WitTNEss: — Yes. 

Mr. Power: TI do not think I can allow that statement to go by without 
questioning Sir Herbert. 


By Mr. Power: 

Q. You state the primary responsibility is on the provincial governments. 
Was there not a great deal of responsibility on the business men whose greed 
or avarice or desire for gain led them to embark in new ventures in the news- 
print industry?—A. Will you ask the people who did it? Do not ask me that. 

The CHarRMAN: You were speaking generally. 

The Witness: No, I am speaking of the companies I was connected with. 
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The CuHatRMAN: You mean by that the investment bankers? 
The WitnEss: Yes. 


By Mr. Power: 

Q. Anyone. Sir Herbert Holt says that the over-expansion was due to the 
governments. The governments would not have permitted this over-expansion 
if the business men had not come to tiem and said, here, we want to put our 
money in this because we are going to make money for ourselves. 

The CuairMAn: I think it is true in some cases. I can recall a case in the 
province of New Brunswick where the premier of the province did everything 
he could to get a newsprint industry established in that province, 

The Wirness: You know, I was interested in that originally. 

The CHarrMAn: Grand Falls. 

The Witness: I was not interested in Grand Falls, the National Paper 
Company of those days, and two or three others were interested in those days. 
Sir William Van Horne came to me and asked me, with my knowledge as an 
engineer, if I would not join them and help them out. JI never had one dollar 
invested in that company. [ said, “ Yes.” I looked into the thing, and found 
the paper business was at such a low ebb that it should not be gone on with. I 
advised them not to go on with it, As the chairman knows, later on the premier 
—I do not know whether he took it by law or not, the franchise— 

The CuatrMan: He made arrangements to buy Grand Falls Paper. 

The Wirness:He did that. He tried to get X to come on and put up a mill 
there. X came to the bank. He entered into a contract to buy New Brunswick 
land, and pay $1,000,000 for it. He came to the bank, and when I heard of it, 
I saw him and I said, “You cannot go on with this; I know all about it.” 

The CHairmMan: Do you want to go very far into that? 

The WiTneEss: [I am just giving you that now. This is in reply to your 
answer, That was one reason, and they succeeded in getting the mill erected 
with a capacity of over 500 tons a day. 


By Mr. Power: 

Q. Let us go to the Port Alfred situation, After you had got into the Port 
Alfred picture, you built a paper mill?—A. That was when the demand 
required it, 

Q. This was in 1925?—A. Yes. 

Q. You built a paper mill? You went to the government of the province 
and asked them to sell you 2,500 miles of timber limits?—-A. I did not do it. 

Q. The Port Alfred crowd with which you were connected?—A. Yes, 

Q. Later on you purchased Anticosti?—A. I did not do it, 

Q. The crowd with which you were connected, the Canada Power and Paper, 
for the purpose of still further expanding the industry?—A. No, it was not. 

Q. And leading— —A. It was not for that purpose, as I understand it. I 
had not anything to do with it, because I was on the other side. It was to keep 
it as a reserve, and it was on the recommendation of practical men who cabled 
me about it. I rather frowned on it at first, but they said it was the unanimous 
opinion of practical men in the industry that they should have it. 

Q. Whether or not it was bought to be kept as a reserve, actually they 
tried to operate it?—-A. Yes, they did. 

Q. That was not done by the government; that was done by the men them- 
selves?—A. No. You want to have particulars about your province? I can 
give them to vou. 

Q. Then the next thing I should like to know is this: Would it not be very 
difficult for governments to come to an arrangement about quotas and about 
bringing about a settlement in the pulp and paper trouble, when the business 
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men themselves, who are on the boards of those companies—though they have 
come together time and again within the past seven or eight years in the news- 
print industry and elsewhere—cannot trust themselves to carry out the terms of 
their agreement?—A. Mr. Wilson would know about that. Mr. Wilson was on 
the banker’s committee who tried to get them together, as I explained. 

Q. Why could they not agree?—A. Because they could not. Each one 
was out for himself. 

Q. Do you think that if these men would come to some agreement— 

The CHarrMaNn: You have no authority. 


By Mr. Power: 

Q. If these men had come to some agreement themselves as to the basis 
on which the newsprint industry could be organized, would it not have been 
the easiest thing in the world for them to go to the respective governments 
and ask them to sanction it?—A. They could not do it, and nobody else could. 

Q. Then, why ask the government to interfere when you cannot come to 
an arrangement among yourselves? Why put the blame on the politician?— 
A. I am not blaming it on the politician at all. I want to disabuse your mind 
of that. It was the means by which the government could make these people 
behave. That is all I ask. 

The CuamrmMan: Your suggestion is they only would have the power of 
enforcing it, because they have the raw material. 

Mr. Witson: We have that in the so-called bankers’ committee. We 
could come to an agreement on policy with about 80-85 per cent, but there 
would be that last 10 or 15 per cent who would raise Cain. 

Mr. Powrr: Would you have compulsory co-ordination in the paper busi- 
ness? 

The Witness: I should. 

Mr. Wiuson: I would have at that time. 

Mr. Power: If you have it in the paper business, why not in the power 
business? 

Mr. Witson: Because the power companies are regulated by public bodies. 

The Wrtrness: We are regulated. 


By Mr. Power: 

Q. Why not in the boot and shoe business?—A. Because they seem to be 
able to get along by themselves. Those newsprint fellows have never been able 
to get along. 

Q. You want government interference with business when you can’t get 
along among yourselves?—A. That is not fair. 

The Cuargman: We do not want to get into a discussion on that just now. 
At all events, I asked you the question as to what your solution was for the news- 
print trouble, and you have given us what your solution is? 

The Witness: That is correct. 

The CHairMAN: Without criticism of anybody? 

The Witness: Without criticism of anybody. 

The CuamrMan: Gentlemen, is there anything more you want to ask? 

Mr. Witson: Mr. Chairman, there is one phase of the inquiry here, and that 
is the relationship of the banks with the pulp and paper industry, and the banks 
thought they might be called upon to make some statement or file a brief. I 
have such a brief here, given to me by Mr. Logan, the acting president of The 
Bankers’ Association, and J shall file it now, if you care to have it. There is 
nothing controversial in it. 

The CHarkMAN: Very good. 

Mr. Witson: I shall file it with the clerk of the committee. (Printed as 
Appendix AL}. 

The CuatrMan: If there is nothing else, gentlemen, we will adjourn. 

The sub-committee adjourned. 
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Housr oF CoMMONS, 
May 31, 1934. 


The Select Standing Committee on Banking and Commerce met at 4 o’clock 
p-m., Mr. R. B. Hanson in the Chair. 


Mr. S. H. Loean, Acting President, The Canadian Bankers’ Association, 
called. 


Mr. CHAIRMAN AND GENTLEMEN,—Before you proceed to the consideration 
of sections 27 to 29 of (Bill 19), I would ask permission to submit a brief on behalf 
of The Canadian Bankers’ Association. This brief contains some comment on 
the provisions of these sections which require the surrender to the Bank of 
Canada of all the gold held in Canada by the chartered banks and deal with 
the value at which the gold is to be transferred. 

I would first ask you to consider the part played by gold in the Canadian 
banking structure during pre-war days and to contrast that situation with the 
one which exists at the present time. 

Before 1914 gold holdings in Canada by the chartered banks were an import- 
ant factor in strengthening them against any domestic emergency. There was 
little demand for gold coins by the public and the amount in general circulation 
was comparatively small, but it had become traditional for Canadians to judge 
the streneth and stability of the individual bank by the amount of gold which 
it held. A much more vital matter, however, from the banker’s point of view 
was that if his supply of Dominion notes became depleted he could secure from 
the Minister of Finance the additional notes required to re-establish these 
essential cash reserves only in exchange for his gold. 

Apart, of course, from the domestic situation, the banker’s gold, whether held 
at home or abroad, was under gold standard conditions a form of international 
currency, good everywhere, and available to meet a banking emergency in any 
part of the world where he had undertaken transactions. 

When war broke out and the Finance Act was passed the situation in Canada 
was fundamentally changed. It was no longer necessary for a bank to purchase 
Dominion notes with its gold for the supplies requisite to maintain its Canadian 
cash reserves could be borrowed from the Minister of Finance against approved 
security. Gold holdings by a bank in the Dominion to protect its domestic 
position became, therefore, entirely unnecessary, except for their psychological 
effect on the public mind. They remained, however (as the only form of inter- 
national currency) Just as important as before to safeguard a bank in the foreign 
transactions which it undertook for, though a general prohibition was in force 
against gold export without official authority, it was clear that such authority 
would not be withheld if the circumstances warranted a relaxation of the regula- 
tions. 

Tt might perhaps clarify the situation if I explain that the commitments of 
Canadian banks abroad are by no means confined to those banks which have 
established branches in other countries, nor can they be measured solely by the 
amount of the deposit and other liabilities of such foreign branches. While la- 
bilities of this nature are in some cases substantial they are well safeguarded by 
local reserves adequate to cope with any minor disturbance and these reserves 
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in turn can be reinforced from the general reserves (including gold holdings) 
earried by the banks in Canada and in the great financial centres. 

General reserves, in addition to their value for reinforcing local foreign 
branch reserves, are also very necessary in connection with the purchase or sale 
by a bank of foreign bills arising from the export and import trade, from the ebb 
and flow of international transactions in securities and from other normal capital 
movements. 

As you are no doubt aware, when a bank purchases an item drawn in any 
foreign currency it hedges the transaction at once by a sale of an equal amount 
in the same currency. The time it will take to despatch the bill purchased to the 
country upon which it is drawn and the approximate date, therefore, upon which 
the bank will come into actual possession of the foreign currency in question is 
carefully calculated. The date upon which the bank agrees to deliver the amount 
of that currency which it sells as a hedge is set to coincide as closely as possible 
with that upon which it will present and receive payment for the bill it has 
purchased. Some leeway in the exact coincidence of these dates is given through 
the balances maintained by the bank with its correspondent in the country con- 
cerned but for obvious reasons balances sufficient to guard against every possible 
emergency cannot be carried in each country with which the bank may at some 
time be called upon to put through transactions. 

It is easy, therefore, to see how an emergency may arise. Perhaps, for 
example, the shipment of goods covered by the bill which the bank has pur- 
chased may have gone astray or some import embargo or quota regulation may 
come into force without notice which delays or prevents their arrival and the 
drawee refuses to pay the item until the goods are delivered. The bank in 
consequence does not receive the sum in the foreign currency at the time expected, 
yet it is under contract to deliver promptly on the date agreed the equal amount 
in that currency which it has sold as a hedge. The bank cannot haggle or beg 
for an extension of time; 1t must meet its obligations without hesitation or 
delay on the day they fall due or it is branded as in default. 

To provide the foreign currency the bank requires under such circumstances 
to protect its good name, the first step it will take is to attempt to buy the 
necessary amount of that currency in the Canadian market or in London or 
New York. If it can find no sellers, if it is unable to fill its requirements because 
of some exchange quota restriction, or if it is offered the currency only at an 
exorbitant premium which will involve it in heavy loss, the bank will then— 
but not until then—ship its gold and so extricate itself from any embarrassment. 

Exactly the same process would be followed if a general panic arose in 
any foreign country where a Canadian bank was established and it became 
necessary in consequence to reinforce the bank’s local cash reserves at that 
point. 

If I have made myself clear you will realize that the gold holdings of a 
bank, whether carried in Canada or elsewhere, are really an insurance fund 
against the payment of excessive exchange rates. The fund is used only to 
control the cost of the transfer of funds to other countries when the need 
is urgent for the bank’s protection. These gold holdings have never been used 
for speculative operations but were accumulated and have been maintained 
as a true emergency reserve against legitimate banking transactions. 

IT wonder if you realize the volume of foreign exchange transactions which 
Canadian banks are called upon to handle in a year. Some idea of their 
magnitude can be gathered from the fact that in my Bank alone we handled 
inward and outward transactions during 1933 of an aggregate amount of nearly 
$400,000,000. Many of the contracts call for delivery of funds in sixty, ninety 
or one hundred and twenty days. The international situation under present 
conditions is so confused that much may happen within the time to interfere 
with the exact balancing of receipts and payments. 
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. To turn now to the provisions of the Act. Upon the transfer of our gold 
to the Bank of Canada at its statutory price, we receive in exchange Bank of 
Canada paper dollars, or their equivalent in the form of a deposit in that Bank. 
This is excellent money in so far as our Canadian operations are concerned 
but these dollars have no stable value in any other currency. Perhaps at the 
time. of the transfer we could buy pounds sterling in Canada at $5 each to 
protect our sterling commitments. It is quite conceivable, however, that at 
some later date we might have to pay $6 or more for the pound. The same 
situation may arise with any other currency which was required in an emergency. 
It might be necessary to pay a premium of 10, 20 or 30 per cent to secure the 
necessary amount. The banks are, therefore, exposed by the surrender of 
their gold to the risk of very substantial exchange losses, because they are 
deprived of the means by which they could protect themselves. 


There is, it is true, a proviso in section 29 which ostensibly holds out a 
hope that under certain conditions some form of compensation for its con- 
fiseated gold may be given to a bank. This hope upon examination, however, 
is found to be completely illusory. 


The conditions require a bank to satisfy the Governor-in-Council that the 
gold “was at the time of the transfer being held... .against liabilities elsewhere 
than in Canada.” 

I have shown you that since the War all the gold owned by the banks 
may honestly be said to be held solely against liabilities outside Canada: I 
have also explained the nature of these liabilities and the manner in which we 
protect ourselves against them when need arises. You will, of course, recognize 
that the liabilities are purely contingent liabilities and that it would be quite 
impossible on any given date to make a valid estimate of their amount or of the 
cost at which they might be covered should this become necessary. Without 
definite figures to submit to the Governor-in-Council, there must be great 
uncertainty as to whether the claim of the banks will receive the favourable 
consideration to which they are justly entitled. 

The section continues that if the bank is able to satisfy the Governor-in- 
Council of the legitimacy of its claim “the said profit shall belong to the 
chartered bank.” I would point out, however, that even when satisfactory evi- 
dence is produced and accepted there is no assurance that the bank will receive 


any compensation for the section provides further that the profit which is to 


belong to the bank is that which will be derived by the Bank of Canada if it 
sells the gold, or if a change is made in the monetary standard of this country. 
Now it is conceivable that neither of these eventualities may occur, or that they 
might do so only after the lapse of some months or even years from the date 
of the surrender of the gold. Perhaps in that interval the present premium 
on gold may have shrunk or disappeared. 


There is, however, another angle from which the question of the sireender 
of this gold to the Bank of Canada should be considered, and one which in my 
opinion deserves the most serious consideration of every member of this Som 
mittee. _ 

I submit that it is grossly inequitable for the Government to say to one 
class of the community—the gold mines—“We will pay you the market price 
for your gold, less certain deductions,” and to another class—the banks—‘We 
will pay you only four-sevenths of the market value for your gold because it 
happens to be in the form of coin.” The world markets make no such dis- 
tinction and our gold is as much the property of our shareholders as the gold 
dug from a mine is the property of the shareholders of the mining company. 

An impression exists that (ethics apart) Canada, if she commandeers from 
the banks gold without payment of the existing premium, will merely be follow- 
ing a precedent established in several other countries. 
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That, however, is not the case. In Australia the gold sovereign, the Aus- 
tralian pound and the pound sterling were on an approximate parity when the 
Commonwealth Bank took over two-thirds of the gold held by the trading banks. 
Those banks received, therefore, substantially the ruling price for the gold they 
surrendered and retained the balance of their holdings to do with as they saw fit. 


Similarly when the commercial banks in the United States during the 
Spring of 1933 were required to surrender the gold which they held to the Federal 
Reserve Banks there was no premium in the world markets on gold over the 
United States dollar. The proportion of total gold in the United States held 
by the commercial banks was, however, small in comparison with the vast sums 
in gold already in possession of the Federal Reserve Banks. This gold had been 
acquired by those Banks over a long period in exchange for Federal Reserve 
notes, which are the obligations of the United States Government. When the 
revaluation of gold in the United States was made in 1934 most of the profit 
which accrued to the United States Government was derived, therefore from 
gold which was and had been for some years the property of the Government, 
and was held by the Federal Reserve Banks as agents of the Government. 


The action taken by New Zealand is more nearly comparable to that 
proposed in Canada but the statutory requirements as to gold holdings by the 
banks in that country has no parallel in our own. 


In pre-war days the trading banks in New Zealand were required by 
statute to maintain gold reserves for the protection of their note issues to an 
amount equal to at least one-third of those issues. 


By proclamation during the War it was provided that notes of the trading 
banks should be legal tender and not convertible into gold until the proclamation 
was rescinded. The Governor-General was, however, empowered to require 
adequate security from the banks to ensure that when their notes again became 
convertible the banks would be in a position to redeem them in gold. In the 
event of default in gold payments by a bank the Minister of Finance was 
authorized to redeem its notes in gold. 


It has been argued by the authorities in New Zealand that since the note 
issue privilege of the trading banks is now to pass to the Reserve Bank, this 
justifies the transfer to the latter of all the gold without compensation for the 
Tuling premium. Whatever one may think of the merits of that argument 
in so far as the statutory gold holdings are concerned, the fact remains that 
some of the banks in that country hold very substantial amounts of gold in 
excess of the statutory requirements. In discussing the proposal in November 
last, the Editor of the London Statist made the following comment: “This line 
of argument’ may be legitimate regarding the minimum gold cover of 33} per 
cent which the banks have had to hold behind their notes, but it is hardly 
applicable to the banks’ excess gold reserves.” He stated that the Government 
would be very ill-advised to impose upon the banks an arrangement of so 
inequitable a character and suggested the following arrangement as a compromise: 
“Such gold as forms the legal minimum backing to the note issue could equit- 
ably be taken over at its par value for both the gold and notes have, since the 
depreciation of the pound, been valued by the banks conventionally at par. 
If, however, it is thought desirable to extend these powers of compulsory pur- 
chase to the banks’ excess gold reserve, then the full market price should be 
paid.” 

Since in Canada there is no legal obligation upon the banks to maintain 
gold holdings, there is no parallel here to the transfer at par of the statutory 
reserves in New Zealand. 

It is for these reasons that I protest strongly against the forced transfer 
of gold from the chartered banks at a figure far below that at which it is 
valued in the world markets, instead of at a price reflecting the ruling premium. 
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If the Government considers this gold is necessary for the successful operation 
of the Bank of Canada the Government should buy it at its fair market value, 
as is done in the case of gold from our mines, and dispose of it to the Central 
Bank on such terms as it may arrange. 

The settlement to be made with the chartered banks should not be left 
indeterminate both as to time and as to the amount involved. To follow any 
other course would be a definite and unjust discrimination against the share- 
holders of the banks. 

But there is another and larger aspect to the compulsory delivery by the 
banks of their gold at a price less than the market value. A working majority 
of the people of Canada, it is still true, retain an instinctive belief in the 
practical necessity of private property and of respect for the rights of its holders, 
of the keeping of contracts and of the maintenance and use of such imperfect 
instruments as courts and banks. The strong arm of Government may by 
statutory enactment compel such a delivery, but with this public example of a 
departure from what the common man will regard as fair and just, the reaction 
upon the observance and performance of ordinary obligations between indi- 
viduals cannot but be unfavourable. 

S. H. LOGAN. 
By the Chairman: | 

Q. Mr. Logan, before you submit yourself to cross-examination, or before 
anybody answers you—if there is to be an answer—could you state in a brief 
sentence just what your position is. Epitomize it. I tried to follow you and I 


think I did, but I cannot remember it all—aA. I can take our own position. 
The Canadian Bank of Commerce have $12,500,000 of gold. 


By Hon. Mr. Morand: 


Q. In coin or bullion?—A. All in gold coin, and that gold is worth a 
premium to-day of 70 per cent. Now, that properly belongs to the share- 
holders of The Canadian Bank of Commerce. If gold went down to $10 an 
ounce then undoubtedly The Canadian Bank of Commerce shareholders would 
have to take a loss. On the other hand, here is the situation: Gold is worth 
to-day, or rather it has appreciated 70 per cent and yet we are not able to 
realize on it. Say that there is a profit of $8,400,000 for our shareholders; 
we would not have in mind giving the shareholders a bonus or something of 
that nature. We would use that premium to further strengthen our internal 
situation, and we would use it for that purpose and none other, and I have no 
doubt that all the other banks would do the same. 

In connection with the turning over of the gold, as I understand the pro- 
posal of the Bank of Canada Act we turn our gold over to the Central Bank 
and we turn it over at par. At some later date, if gold is revalued and there 
is a profit, then the Government will have to determine what percentage of that 
gold was required for domestic purposes and what percentage was required for 
external purposes, and we would be given the appreciation, as I understand it, 
only on the amount required for the outside liabilities. 


By Hon. Mr. Mackenzie (Vancouver Centre): 

Q. That is determined by the Governor in Council?—-A. Yes. 

Q. Some of the bankers told me before in this investigation it should not 
be done. I think Mr. Dodds told me before that no banker can tell how much 
gold is required for domestic purposes.—A. It is all required for external liabili- 
ties. We do not need gold for domestic purposes. 


By Mr. Geary: 
Q. The liability is fixed at the time of the transfer—A. Our argument is, 
that if the government takes our gold then they should take it at the market 
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price the same as they do with the mines, and then it is a matter between the 
government and the Central Bank as to what contract they enter into between 
themselves. 

Q. They did not pay the premium if they shipped the gold out?—A. They 
pay the prevailing premium, whatever it might be. 

Q. It seems to me that the value which pertains in the world to-day in 
respect to gold is wholly artificial. 

Mr. Hacxert: It is no more artificial than the statutory determination 
of the value. 

The CHatrMAN: Artificiality consists of the arbitrary value. 


_ Mr. Hacxerr: Has it not always been an arbitrary value; you cannot eat 
it; you cannot wear it. 

The CHAirMAN: There is a market, however. 

Mr. JAcops: J cannot understand why the mines up in the Porcupine 
district should receive $35 something for their gold, and these institutions 
down here should get only $20.67. 

The CHarrMAN: That is the point. 

Mr. Irvine: The proper way to do it is to pay the digger of the gold the 
same amount as you are paying the banks. 

Mr. Jacops: Hither it is worth $35 or it is not. 


By Mr. Geary: 
Q. How did you come by this gold?—-A. We have had this gold for many, 
many years, since 1926-27. 
Q. You have just been putting it aside? 


By Mr. Raymond: 

Q. Did you buy any at a premium?—A. No, all this-gold we are talking 
about, about $40,000,000, has been held for many, many years. 

When the Finance Act came in, we could borrow under the Act, and we did 
not require the gold. 

Q. Is it included in your balance sheet?—A. Yes. 

Q. At what price?—A. $20.67. 

Q. There would be a decrease in your balance sheet of so much?—A. No. 

The CuatrMAN: They get Dominion of Canada notes? 

Mr. Wuite (Mount-Royal): Mr. Chairman, is there not this further prob- 
lem? The gold which the banks hold now, and which they have held for a 
very considerable number of years, was purchased with legal tender of Canada 
that had a value. It was at par, dollar for dollar. The banks in buying their 
gold bought it with legal tender that was worth $100 in gold. To put it another 
way, the Canadian dollar was at par with the United States dollar. There was 
no embargo, or restriction, upon the movement of gold, at that time. The pro- 
posal of this bill is to pay the banks the legal tender, which is worth to-day on 
the basis of gold, only 60 cents. Surely there is a point in that. The gold was 
bought with legal tender that was worth 100 cents in gold. The government 
proposes, with the consent of course, of Parliament, if Parliament consents, to 
buy that gold back from the banks with legal tender that is worth only 60 
cents. That is the fact. 

Hon. Mr. Mackenziz (Vancowver-Centre): That is not the government’s 
fault. 

Mr. Wuite: That is the position. IJ say that is the fact, and it is absolute, 
undiluted, unadulterated confiscation, and nothing else. 


Mr. Irvine: I.et the confiscation proceed. 
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Hon. Mr. Moranp: Why do you compare it with the United States dollar? 
Why not compare it with some of the depreciated currency in other countries? 


Mr. Wuiter: I am speaking of the cost of the gold in the banks. It cost 
them 100 cents in gold to buy the gold with a legal tender that was worth 100 
cents on the dollar in gold; but the government in taking it over proposes to 
pay only 60 cents, whether a dominion note or legal tender. I say surely that is 
obviously unfair. 

Mr. Geary: How about mortgages? 

Hon. Mr. Macxenzim: That applies to all commodities. 

Mr. Hacxerr: No; the government is buying gold to-day and it is paying 
more than that. 

Hon. Mr. Ruopes: I should like to say a word upon the general principle. 
I think we are all disposed to do what is fair and just, although we might have 
a different point of view from that which Mr. White has just expressed. I may 
say I approached this subject with an absolutely open mind. Mr. Logan, in his 
statement, said the precedent we are attempting to follow in this bill has been 
followed in several other countries. So far as my observations have gone, and I 
have tried to cover the entire ground, I think it can be safely said it has been 
followed in every other country, and the reason for it, is, I think, set out as well 
as it can be set out, in the pamphlet entitled “The Reserve Bank of New 
Zealand and the Gold Question”, issued by the Rt. Hon. J. G. Coates. In the 
first place he made his report to council, and here are some extracts from his 
report to Council of the Government of New Zealand, by the delegates to the 
Imperial Economic Conference, 1933. It says: 


It is the established practice of governments to take any profit or 
loss resulting from a revaluation of currency in terms of gold. The highest 
authorities in London and Europe have been consulted on this matter, 
and their opinion is unanimous. ‘The only fair and equitable price at 
which gold can be taken over from commercial banks by a central bank 
or by a government, the only price that can be justified, is the mint 
price. Any profits due to the revaluation of gold should go not to the 
note issuing banks, but to the government.”’ 


IT am not going to quote more than those two paragraphs in that portion. 
Now, to quote a portion of the argument as outlined in this pamphlet. It says 
at page 5: 

The gold reserves of the trading banks are to be transferred to the 
reserve bank: that is a fundamental principle which is not questioned 
or disputed. Nor need there be any controversy over the technical owner- 
ship of the gold. No one an suggest, however, that the banks’ owner- 
ship is absolute and unrestricted—it is conditioned not only by the bank- 
ing legislation of this country, but also by accepted currency principles 
the world over. 

The Reserve Bank Act provides that the banks shall be paid £3 17s. 
104d. per standard ounce for the gold te be transferred to the Reserve 
Bank. This is the book value—the price the banks gave for it. They 
will lose nothing. Any profit that may in the future be derived from the 
sale of gold will be credited to the public account—that is, the profits 
will accrue to the people—not to the reserve bank. It is this section of 
the act which has caused the trading banks to protest. They consider 
that any profit on the sale of gold should not belong to the State nor to 
the reserve bank, but to themselves. 

The banks obtain their charters by legislation, they acquired their 
gold because of legislation, they held this gold as a backing for the notes 
because of legislation; the people were prevented by legislative enactment 
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from claiming a sovereign for their bank-note, and by legislation also 
the people were prevented from exporting gold and silver coin from this 
country. Legislation now proposes that the community shall resume its 
rights. It surely must be abundantly clear that the whole position is, 
and always has been, governed by legislation; and no exception can now 
be taken on the score of alleged legislative “interference”’. 


Mr. JAcoss: Why don’t you confiscate the mines? 
Hon. Mr. Mackenzir: My objection is that by just transferring the gold— 


Hon. Mr. Ruopes: May I just finish that point? I think perhaps Mr. 
Clark, with respect to specific questions, would be in a better position to answer 
than Iam. I wish to deal only with the general principles. I quote from another 
portion of this report, and my quotation is going to be very brief :— 

Furthermore it is a recognized principle that the value of the 
monetary unit and, in fact, monetary policy generally are entirely matters 
to be determined by the state, which must stand all losses involved and 
should take all profits accruing therefrom. 

Any profits that may be obtained from the sale of our gold reserves 
arise not out of banking, but first out of Great Britain’s suspending the 
gold standard, and secondly, out of the depreciation of New Zealand 
currency in terms of sterling, both as matters of monetary policy. The 
premium on gold in comparison with the mint par value is the measure 
of the depreciation in the value of the notes. This depreciation has been 
at the expense of the people, and not at the expense of the banks. It 
follows that any profit on gold reserves arising out of government action 
should accrue to the state, representing the people as a whole. 


Now, I may point out that the same procedure that we propose to follow in 
the Bank of Canada, with respect to the taking over of that portion of the gold 
which is not applicable to the outside business of the bank—and on that point I 
may say that that is a question of fact which, I think, can be adjusted in an 
equitable and fair manner—was done in France, Belgium, Italy, Yugoslavia, 
Roumania, Austria-Hungary, Portugal, Bulgaria, Finland and South America. 
The only exception to be found is the case of Greece, and I may point out with 
respect to Greece, what was said by a prominent banker in England, who in 
writing to New Zealand, said this:— 

I cannot think of any case in which the government has not taken the 
profit on the revaluation of note-issuing banks’ gold reserves, except in the 
case of Greece, where a great mistake was made, as a result of which the 
Bank of Greece (a central bank) has never been able to function success- 
fully. There is one case, that of Finland, where the profit on the revalua- 
tion of the gold holding at stabilization was used to increase the capital 
of the Bank of Finland (a State Central Bank). 


In the case of Greece, in the last analysis, the state took half of the profit, if I 
mistake not. The state took a portion of the profit, ultimately, and the National 
bank was obliged to devote the remainder to the granting of long term credits 
to agriculture; so in the final analysis the country got the benefit, as is pro- 
posed to do in this bill. ; oe 

That is all I have to say with respect to the general principle. 

Mr. Hacxerr: If it had not been for legislation precluding the export of 
gold, the banks would have lost their gold and in consequence would not have 
the profit on it to-day. 

Hon. Mr. Ruopes: I think you are referring to that particular point in the 
argument where it said the individual could not go to the bank and get a 
sovereign. 
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Mr. Hacxerr: Yes. 

Hon. Mr. Ruopes: That is true. 

Mr. Hackett: Is that in strict accord with the facts, do you think? 

Hon. Mr. Ruopes: I do not think the banks’ gold would last very long, 
if the individual holder of a note could walk in and ask for gold. There is no 
doubt about it in the world that it was the result of legislative action. 

Mr. Geary: They have the gold intact. 

Hon. Mr. Ruoprs: That gold has remained intact. 

The Wirness: Where the Central banks took over the gold, I think it 
must be conceded in every case the gold was not selling at a premium at that 
particular time. 

The CuairmMAn: That probably is true. 

Mr. Crark (Deputy Minister of Finance): My recollection is it would be. 
Take France. When France revalued in 1927, or 1928, the franc was down to 
less than one-fifth of its former value. It was finally revalued at 3-93 cents. 

The Witness: We are talking about the Central Bank taking over gold. 

Mr. Crarx: The gold held in France at that time by the banks would have 
been worth in the internal currency of France, five or six times its statutory 
value. 

Mr. Wizson (General Manager, Royal Bank of Canada): Did the com- 
mercial banks have gold at the time the frane was revalued? 

Mr. Cuark: Certainly the Bank of France did. It is a private bank. 

The Wirness: We are talking about private banks. 

Mr. Jacoss: As a member of this committee, I want to protest against the 
two yardsticks we have heard about to-day: one, $85 and some cents, and the 
other $20.67. I am still in favour of the principle laid down in the Bible that 
“Righteousness exalteth a nation.” How can you possibly give one party who 
lives in Porcupine $35 and another in Montreal, or Toronto, $20? 

Mr. Cxuarx: I think there is a distinction there, and the distinction is 
covered in one of the quotations which Mr. Rhodes read. The distinction is 
this: in the case of the mines they are producing a natural product, and ship- 
ping it out to the world market and getting the world price for it, less a pretty 
Stitt tax. 

Mr. Jacops: Why don’t you expropriate them; why don’t you confiscate 
them? 

Mr. Hacxerr: Let him answer the question. 

Mr. Cuark: In this case, 25 per cent of the premium is now con- 
fiscated, if you like, but the other case is the case of the banks. Why do the 
banks have gold to-day; why have they had gold? The reason is that they 
were given a public franchise by the Parliament of this country. One of the 
obligations of this franchise, as generally understood by bankers throughout the 
world, is that cash reserves have to be kept against their habilities. The usual 
form of cash reserves is gold, under a gold standard system. Now, the banks 
in carrying out the franchise that was given to them by Parliament, carried a 
certain percentage of gold in order to meet liabilities, to meet demands upon 
them arising out of the liabilities that they had accepted as incident to their 
business. They did not buy gold in the first place to make any profit out of 
it. They did not buy it as an investment; they bought it as a cash reserve, 
and I do not see that they have any right to make any profit out of it, if Par- 
liament comes along and changes the basic statutory price of gold. 


Mr. Jacops: You gave these mines in the north away for nothing, only a 


few years ago. 
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Mr. Irvine: That was when the Liberal party was in power. 

Mr. Crank: There seems to me to be two entirely different situations. 

Mr. Jacoss: They belong to the Crown. 

The CuHatrman: In the right of the province. 

Mr. Jacoss: A distinction without a difference. 

The CHatrMAN: Do J understand that one of the arguments against the 
banks’ contention is that because the Parliament of this country has given a 
franchise to the banks, and among other portions of the franchise was the right 
to deal in gold coin, bullion, that therefore when gold became appreciated, par- 
liament had the right to take away the gold at the cost price to the banks, That 
seems to me to be a non sequitur’. 

Mr. Hacketrr: Not at cost price; at less than cost price. 

Mr. Cuark: No. 

The CHairMAN: At the cost price, because, I think that proximates the fact. 
I think it is a non sequitur because you gave the franchise you are entitled to 
take away something from them which has a greater value. 

Mr. Cuark: You gave that franchise to do what? To carry on a banking 
and currency function. That is a very important privilege, which was given by 
Parliament. One of the obligations of that is that they should hold gold as 
reserves again liabilities. Now you come along— 

The Witness: That is not right. 

Mr. Cuark: It is not a legal obligation under our statute. We have not put 
in the law that specific obligation, but it is a customary obligation in banking 
throughout the world, without any doubt. If you asked any banker in this 
country, five or six years ago, he would have said he had to keep adequate cash 
reserves, including gold, against his liabilities. I think it is a well understood 
thing our banking legislation did not go as far as the banking legislation of some 
other countries, where a specific amount is required to be kept in gold. 

Now, Parliament comes along and changes the statutory price paid for gold. 
It is the monetary unit of the country. If you raise, as Mr. Roosevelt has done, 
the monetary price of gold by 70 per cent, what you ultimately do is to raise the 
price level of the country by approximately 70 per cent, other things being equal. 
In other words, the people of the country pay for the change in price resulting in 
the cheapening of gold. 

Mr. Jacops: At whose expense? 

The CHArRMAN: The banks’, with no resulting compensation to the share- 
holders of the bank. 

Hon. Mr. Moranp: Why should the banks be put in any different position 
than where I was put when we went off the gold standard? If there was any gold 
in my possession the day the country went off the gold standard, it was confiscated 
to that extent. I was exactly in the same position the banks are now in, when 
we went off the gold standard. The banks refused to honour the bills in gold, 
which I had a right to assume they would over a long period of time, In that 
respect my wealth was confiscated in the same way that we are asking the banks 
to be now; and I cannot see why the banks should be in a position different from 
that of any other people in the country. 

The CHAIRMAN: Two wrongs do not make a right. I cannot, for the life 
of me, see that the very fact that Parliament has granted a franchise to a group 
of people to run a bank, carries with it, as a corollary, the right to take away 
their property below the market price. 

Hon. Mr. Macxenzie: They would rather have the franchise given by 
Parliament. 

The CHAIRMAN: I dare say. 
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Mr. JAcoss: Expropriate them; give them nothing. 

Hon. Mr. Moranp: The banks would not have any gold to-day had they 
paid me in gold. 

The Witness: Perfectly true; but now you are taking away our share- 
holders’ property. 

Hon. Mr. Mackenzin: I am going to suggest that we do not vote on this 
question just now. I should like to ask Mr. Clark to answer a question which 
puzzles me. How can he assess the amount of gold required for external obliga- 
tion against the remaining balance of gold, when the government takes over the 
gold contemplated from the banks, when there is only $40,000,000 in the country. 

Mr. Ciark: It would be difficult obviously to determine any specific amount. 
What you have to do, or what the Governor in Council has to do, is to take the 
domestic liabilities of the chartered banks on the one hand, and their foreign 
liabilities on the other hand, and see what actual cash reserves they have been 
keeping, make allowances for the greater hazard in the case of the foreign lia- 
bilities, and then come to, if you like, a rough and ready decision as to what 
would be a reasonable division between the portion of the gold reserve actually 
held against domestic liabilities and those actually held against foreign liabilities. 
You cannot determine it with mathematical exactitude, but I think a reasonable 
approach to the problem should result in a reasonable answer to it. 

Hon. Mr. Macxenzm: My point is this, and this committee is being asked 
to pass a bill which is a very intricate problem. This bill will be passed, 
regardless of what we say here. By that bill the Governor in Council is going 
to fix a certain percentage of the banks’ gold at a certain price. Out of that 
$40,000,000 how much of it would be worth $35 an ounce, and how much $20.67 
an ounce? 

The CHarrman: Mr. Mackenzie, would you suggest that all banks be 
treated alike in their obligations, or that the individual banks be differently 
considered? 

Hon. Mr. Mackenzir: Yes, all alike. 

The CHairMan: I think you will have to take each case by itself. 


Hon. Mr. Mackenzie: They may work it out very carefully, as between 
the banks themselves. 


The Wirness: I take exception to Mr. Clark’s contention in regard to out- 
side and inside obligations. We do not need gold for inside liabilities at all. 

Hon. Mr. Mackenzie: I don’t think you need any gold, personally. 

The Witness: We do need gold, if we get into a jam outside. Let us take 
outside liabilities. Let us take Canadian Bank of Commerce. At the moment, 
I would say $50,000,000 of those are outside liabilities. That Bank has outside 
foreign exchange contracts outstanding probably at the moment, of another 
$50,000,000, representing the import and exportation of goods from this country, 
all of which is covered by hedges; some is covered by hedges in the grain— 


Hon. Mr. Mackenzie: Your theory is you need all your gold reserves for 
your exports? 


The Witness: We need all our gold for our exports. 
Hon. Mr. Moranp: How much did you use in the last ten years? 
The Witness: We try to buy our exchange so we won’t need it. 


Mr. Spencer: I should like to ask Mr. Logan this: Have any of the banks 
for years held gold against Dominion notes; did they need gold for internal 
purposes? 

The Witness: No, we do not hold gold against our note circulation. 
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Mr. Hacxerr: Before the Finance Act came in we had nearly 90 per cent 
coverage, we had nearly 90 per cent of gold, on the last entry in 1929 we 
were down to 28-4. 

Hon. Mr. Macxenztn: It was a different financing system entirely. 

Mr. Hackett: It just shows that what Mr. Logan says is true. 

Hon. Mr. Moranp: At that time you were supposed to redeem your notes in 
gold; by Act of Parliament you have ceased to do so. 

Mr. Hacxerr: That is another point. 

Mr. Geary: The banks have $40,000,000 in gold now. What is the physical 
location of the $40,000,000? 

The Wirness: Some of it is in the central gold reserve. 

Mr. Geary: How much of it? 

Mr. Mackenzie: $5,181,732 in gold coin in central gold reserves. 

: ea Spencer: I suggest, for the benefit of the reporter, that a little order 
e kept. 

Mr. Raymonp: In courts of justice, in the matter of expropriation of one 
party by another, the arbitrator decides the amount to be paid shall be the 
market value, but in this case it is not done. It is a matter of exproporiation, 
is it not? 

Mr. Cuarx: I tried to make the distinction that the gold held by the banks 
is not ordinary property held in the usual sense on which they expected to make 
a speculative profit as on invested property. They held it as reserves against 
liabilities. 

Mr. Raymonp: It was a good thing to protect the public. 

Mr. Cuark: Yes it was, and the banks are being fully protected by the 
cue price now. They are not being asked to lose any money as a result of 
this. 

The CuHatrmMan: They admit that. 


Mr. Witson: Mr. Chairman, the statement was made here last week that 
the gold the Canadian banks had were reserves against their liabilities, notes 
and deposits in Canada. The Central bank is being set up and therefore all 
that is being done was the transfer of those reserves from the chartered banks 
themselves to the central bank. The Minister of Finance quoted from a booklet 
regarding New Zealand, which we have all read, and referred there to the fact 
that the New Zealand Central bank took over the gold from the commercial 
banks. But I submit the cases are entirely different. First of all, in the 
case of New Zealand, by law those banks were required to carry that gold so 
long as they were doing business. They could not do otherwise but carry that 
gold. In Canada the last 20 years, we have not needed one dollar of gold. It 
is gold that we happen to have in the aggregate, $40,000,000. Therefore, since 
that gold which we have here is not a legal requirement, not a reserve legally 
required against our liabilities, in the very nature of things it becomes just one 
of a bank’s assets; and I say, and I have not yet heard an argument which 
answers it, why do you take one of our assets because it happens to have 
appreciated in value, why do you take our gold from us at an arbitrary valua- 
tion and leave us with other assets that have depreciated for the very same 
reason that the appreciation in gold has occurred. It is illegal; it is wrong. 
For years, I have been telling people outside of Canada that Canada is a fine 
place in which to invest money. I still tell them that, and I want to continue 
to tell them; but I have on my desk letters written to me from shareholders 
outside of Canada. They say, we hear that you are going to start a Central 
Bank in Canada, and part of the plan is to take away your gold at a profit to 
themselves. What are they going to take next? Are they going to come 
around and take the unearned increment on your estate, and are they going 
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to leave you all the losses that have occurred during the last ten years? So far 
I have not been able to answer those letters. I was waiting until these delibera- 
tions had concluded, and 1 thought 1 would be able to answer those letters to 
those people better by waiting. 


My. Irvine: I am very much surprised at this whole discussion. 
The CuatrMan: Did you not think this discussion was inevitable? 


Mr. Irvine: It has happened, and I suppose being inevitable, it just hap- 
pened. I am surprised that there should be any attempt to justify paying the 
banks any more for the gold than its original value. I am glad for once to be 
wholeheartedly in favour of a clause in this bill that will be passed by this 
committee, and to be in sympathy with the government in having drafted it. 
I can appreciate of course, the attitude of the banks and bank managers. They 
naturally want to make as much profit for their shareholders as possible; but 
there is something more in this monetary principle than making money for 
any shareholder of any institution. As a matter of fact it is surely well known 
that the value of gold is purely fiat at any time. 

The CHarrMAN: Purely what? 

Mr. Irvine: Fiat. 

The CHarrMAN: Arbitrary. 

Mr. Irvine: Yes, and declared by statute, by the government. If the gov- 
ernment declared that silver should take the place of gold to-morrow 
your banks would have to sell their gold to fill somebody’s teeth; 
it would not be worth more than 5 cents an ounce. They may be very grateful 
to the government that has decided to pay them what they paid for it. I 
want to point out, as it has been pointed out already, that the banks invested 
in gold to assist them in carrying on business. It has been used for that pur- 
pose and served its purpose, and now the government decides to pay them the 
original values that it cost. Had not the government come to the assistance 
of the banks in 1914 the whole banking institution would have crashed. Surely, 
then, apart from any other consideration— 

The CuarrMan: What has that got to do with it? 

Mr. Irvine: It has this to do with it that they would have lost both their 
gold and their privileges; and, therefore, when the government or the people 
came to the assistance of the banks at that time, if there were no other argu- 
ment that should be sufficient to warrant them now taking over the gold 
at the cost price. 

The CHarrman: On the principle that one good turn deserves another? 

Mr. Irvine: Oh, no. I will probably make that clear as I go on. The 
alteration, as a matter of fact, in the value of gold, or the value of the dollar 
with which our gold is purchased in Canada is due entirely, perhaps, to the 
action of the banks themselves. Whether that action was determined by 
economic conditions or whether it was determined by deliberate volition of the 
banking directorates may be a point for discussion or argument, but the fact 
remains that the value of the dollar that the people of Canada have had to use 
for some time has been very greatly changed, and I suggest that the bankers 
have had more to do with the change in value than either the government or 
the people. In addition to that, the banks have had great privileges, as was 
implied in the argument quoted by the Minister of Finance, and their privileges, 
I think, perhaps are underestimated by the bankers themselves. It is surely 
unthinkable that after enjoying those privileges they are now to charge the 
people of Canada an artificial value for the gold for which they paid a much 

_less amount. 
The Cuarrman: It is an artificial value, but it is a real market value. 


It is artificially created, but it has a real market value. 
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Mr. Irvine: The point is that the people of Canada through the artificial 
value have had their debts doubled and trebled in some instances. Is there a 
man in this committee that will go before the people of western Canada and 
justify paying the bankers more than the cost of gold. 


An Hon. Member: Or eastern Canada. 

Mr. Irvine: I do not know so much about eastern Canada, but I would 
like to see the one who would do it. 

The CuHarrman: If he were looking for votes I agree that you would not 
do it in western Canada, but that does not affect the principle. 

Mr. Irvine: It is the principle I am trying to get at; it would be very 
difficult because of that principle for anybody to try to defend it. For instance, 
when the Canadian dollar was supposed to be on a gold basis debts were 
contracted in this country and had to be paid on the same values. 

Mr. Jacogps: We paid them. 

Mr. Irvine: You were lucky. At that time when a farmer contracted a 
debt he had only his produce to pay it with. When he contracted that debt 
let us say his wheat was worth $1.50 a bushel; now he has to pay that back 
with wheat that is sometimes worth less than 50 cents a bushel. Now, if we 
are going to make up to the bankers the variation in the price between the 
commodity with which they have to deal or have been dealing in then we shall 
have to make up to the farmers and to other people the alteration in the values 
of the commodities in which they must pay their debts, and that is all that can 
be demanded—it is reasonable that we should demand an arrangement of that 
sort. We cannot give a privilege to the banks in gold unless we extend that to 
every other person who is affected. But the most important evil is that the 
people, through the government, have suffered in Canada by having to pay 
more in other countries through this deflation or excessive value of gold than 
they had to do before, so that the people already had paid the difference in 
values. 

Let me ask the bankers this: suppose the government decides to take this 
over at its present market value and two weeks after or three weeks after that 
it slumps back to where it was, will that increase the amount of money which 
the government paid for it? 

The Cuarrman: That is a practical question. I have had that in my 
mind since the discussion started. 

Mr. Witson: Just leave us alone. 

Mr. Irvine: If I were a banker I would want to be left absolutely alone. 
I can understand that, and I am not quarrelling with that position; but as a 
member of this committee and representing people who are directly affected, 
I must protest strongly against any alteration in this section of the Act. 

The Witness: I maintain that we are not asking the government to pay 
us something that is not the market price. If the government wants to ship 
the gold out of this country, alright they can ship it out and get the premium, 
but why take one of our assets—why take one of our shareholders’ assets and 
single it out because it is gold and say we are going to take that and take it 
below the market value. 

Hon. Mr. Moranp: You have never retained that as an asset? 

The Wrirness: It is an asset of the institution. If gold went to $10 an 
ounce who would take the “poke in the eye”? We would. 

Mr. Irvine: The answer to that is that money or gold as based upon the 
monetary system is different from any other commodity; it retains its value 
through the power, as I indicated, which a government grants; and they have 
the right at any time to alter that in any way they like. This is the only 
thing we have absolute authority over. 
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Mr. Sranutpy: Coming back to the granting of charters. Charters were 
granted to the banks for carrying on a banking business. With that, of course, 
goes the idea of certain purposes. Now, did any Parliament of Canada grant 
the extensive banking privileges and all that goes with it in the way of currency 
and credit and so on? Were those privileges granted by Parliament in past 
days with the purpose of allowing the banks to go into the gold selling business, 
to increase or make profits on the holding of gold over a series of years, or in 
the gold speculative business? 


The CHatrMAN: Doctor, let me ask you a question: would it not be a 
perfectly legitimate transaction if it were possible for the banks to buy and 
sell gold bullion to-day? 

Mr. Stantey: Let me ask you a question: in the granting of charters to 
banks by this Parliament or preceding Parliaments, was there ever the purpose 
of the banks procuring gold and holding it for the purposes of making profits? 
I do not think it entered into the minds of any person representing the people 
of this country in this Parliament that they would be granting to the banks 
privileges under their charter that would enable them to take advantage of 
large profits that would accrue because of a certain situation? 

Mr. Hacxrrr: Look at section 75: “The bank may engage in and carry 
on business as a dealer in gold and bullion.” ‘That is one of the purposes. 

The CuHairMAN: It is a transaction under the Act. 

Mr. Staniey: One of the transactions under the Act. They may deal in 
gold specifically under the purposes of the Act. Now, the purpose of the Act 
was in carrying on a banking business. You see, the purpose of the Atct set 
out two different things altogether. 

Mr. Hackett: You are wrong, doctor; but you are a good lawyer. 

Mr. Sranugy: No, excuse me, I have it right here. There is nothing in 
this Act which enables the bank to deal in gold with the idea of going into 
the gold mining business or gold speculative business and dealing with gold 
on the basis that any other gold c lealer can, nothing at all; it was never pre- 
sumed and if I read the purpose of the Act, it was never for one moment thought 
or presumed or set out in the Act that the bank should go into the gold handling 
business for the purpose of making a profit on that business. 


The CHARMAN: That is not my understanding of it. 

Mr. Hacxerr: The French version of the Bank Act says “faire le com- 
merce’—go into trade or commerce of gold. 

Mr. Sranuey: In connection with bank business only in as far as the 
handling of gold has to do with the transaction of legal banking business as 
included in the charter years ago. 


Mr. Hacxerr: You are a good lawyer. 


Mr. Sranztey: I am no lawyer at all, but I am trying to get a little common 
sense in this. Let me go one step further. That being the case, that being the 
purpose of the charter, that being the understanding of the Parliament which 
granted these charters, that being the principle which was set down and the 
only reason that would justify this Parliament giving such extensive privileges 
to the banking business. Is this Parliament now justified in making a retro- 
active action so that banks can benefit by profits which were never meant to 
belong to the banking business. Those profits belong to the Parliament of 
Canada, to the people of Canada, to the public treasury; and not to the 
treasuries of the banks. 

Mr. Jacoss: Why? Let me ask you this question: suppose they bought 
a shack on a corner property in the west, say Calgary for instance, and in due 
course the property became extremely valuable, and the government needed it 
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for certain purposes and expropriated it. The parties go before a board which 
decides what the value of that property is and they pay the value of it without 
regard to what was paid originally for it. 


Mr. Sranitey: The Bank Act specifically states to what extent they shall 
buy real estate and how they shall build buildings for the purpose of carrying 
on their banking business, and it also specifically states that they shall not 
go beyond that. Why ? Because the purpose of the banking business was just 
to keep away from that sort of business, and it emphasizes the argument I am 
trying to make that the purpose of the banking business was to keep away 
from speculating in gold—not handling it as a commercial investment (or 
speculation) but handling it for the specific purposes of the Bank Act. 


The Witness: We are not speculating in gold, you missed your point there. 
The Bank of Canada takes away our gold. It takes away our insurance to 
look after our liabilities in the future. Now then, when the Bank of Canada 
goes into action, and we find two years from now we have certain unexpected 
contingencies arise, we have to go into the market and buy New York funds 
at whatever the price may be—$20, $30, or $40 premium, the present premium 
is dear enough—once our gold is gone; we have no objection to your taking 
gold now, if you take it at the market price, we will take whatever the profit 
is in external securities of some kind, just so we can carry on outside. 


By Mr. Irvine: 


Q. Can’t you secure gold from the Central Bank?—A. Can’t you secure 
gold? Yes, but why should they take our gold? 

Q. Then, you are misrepresenting the situation; maybe not misrepresenting 
it, I think you are not explaining it very clearly when you suggest that if 
this goes on the chartered banks of Canada would not be able properly to 
meet obligations in foreign countries?—A. We have no guarantee that the 
Central Bank will give us gold. 


Mr. Geary: It seems to me that Dr. Stanley brought up a pretty strong 
point about the banks; that is, you are taking away their assets at a price that 
does not represent its value at the moment, but they would not take buildings. 
A distinction is made between gold and other assets. It seems to me that is 
what we have to make up our minds about. It seems to me that that is the 
whole genesis of the matter under discussion. I think what Mr. Hackett says 
as to engaging and dealing in gold does not apply. The banks and their 
branches are not carrying on business as dealers in gold, they deal in discounts 
and so on; it is not dealing with it in the sense of selling or bartering in com- 
modities, it is not bought and bartered in as a commodity. How are we going 
to distinguish between the taking of gold, and other assets. 

Hon. Mr. Mackenzie: Would the government sell them a determined amount 
of gold required to meet external obligations; the chartered banks would then 
get the increased market value of that operation. Is that not correct? 

Mr. Cuark: Not at that time. When the profit has been determined, as 
on resale by the Central Bank sending gold out of the country and realizing a 
higher price on it; or as a result of the government of Canada amending the 
Currency Act and establishing a higher price for it. 

Hon. Mr. Macxenziz: Would the government, through the Central Bank, 
return such gold value to the banks? 

Mr. CuarKk: No, they would merely give the chartered banks credit on their 
books, or Central Bank notes. 

The CHaIRMAN: That is the answer to that. 
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Mr. Cuiark: May I just make one additional comment: much of the 
argument that has been made against this particular provision would apply 
with equal force against a prohibition on the export of gold except under licence, 
which has been in existence since October of 1931. At that time, and since 
that time, we have prohibited the export of gold. We have prohibited, or 
suspended, the redemption of Dominion notes in specie. If that action had not 
been taken, and if further action had not been taken, we might ask where the 
gold now held by the banks would be. I mean, if the public had had the 
right to redeem, or if the country had had to meet its external obligations in 
the form of gold, if gold had been allowed to be freely exported, where would 
your gold be to-day? 

Mr. Coore: I regret that I missed a good deal of this discussion. 

The CuHarrman: I was worrying about you. 

Mr. Coote: Well, I will take a laugh at my expense, and go on. The point 
which I would endeavour to make may have been mentioned before; if so, I 
do not wish to delay the committee. But the main purpose for which gold is 
held is to redeem notes. I do not think that can be denied. 

Mr. Bowman: Mr. Logan said, no. 

Mr. Coorr: Let us go back to the time when we were on the gold standard. 
No one could get gold unless he presented notes for it. Gold was the only thing 
that was legal tender at the office of the Assistant Receiver General. 

Mr. Irvine: That is the point. 


Mr. Coote: The banks did have the privilege of issuing, but these notes 
were payable in legal tender—and legal tender, of course, was a Dominion 
note—but the Dominion note was not legal tender at the office of the Assistant 
Receiver General. It was for other loans. The whole thing is unrelated, that 
is what I want to get at; and I do not think that the banks would ever have 
had the right to issue notes without guaranteeing to redeem them in gold. 

The Witness: Or legal tender. 

Mr. Coorr: Yes, or legal tender, and the legal tender was redeemable in 
gold. 

Mr. Geary: They got legal tender for gold. 

Mr. Coorr: Don’t forget that in 1931, or some time since then, the govern- 
ment refused to redeem their obligations in gold; refused to redeem these 
Dominion notes in gold. Now, if your government are right in doing that, the 
government is depriving me of the right to get gold for my legal tender. 

Mr. Irvine: Hear! Hear! 

Mr. Coote: Sure the government has exactly the same right to deprive the 
bank of that gold. 

Mr, Irvine: Hear! Hear! 

Mr. Coots: I cannot see the difference of the position that the public is in 
and the banks are in in this connection. The main purpose of gold through 
history has been to make these notes good; the people thought that the note 
represented gold, that gold could always be gotten for it; and that is one reason 
why bank notes have always passed unquestioned. 

The Cuarrman: Will you allow me? Do you think the statement you 
have just made follows from the premise you have laid down. I do not think 
you are quite right, or logical. 

Mr. Coors: I do not pretend to be logical. 

The CHArRMAN: That is a queer statement, 
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Mr. Coote: If it is necessary to be logical, I hope I am; I do not know 
whether I am or not. I am trying to see the position of the banks as compared 
with the position of the public. Now, a man owed debts in the United States 
payable last September; before the 3lst of September if he had legal tender 
he could go and get gold and send that gold out of Canada to pay these debts 
that he owed outside; but after the government took that action he could not do 
so, gold at that time was placed in a special position where it could not be dealt 
with under the order of the government; and I think the order of the govern- 
ment which prohibited me getting gold for my Dominion notes should apply 
to the banks, and the banks should not get it—should not get the right to get 
that increased value on gold. 

The CuHatrMan: What you want is the same kind of an order applied to 
the banks as is applied to you? 

Mr. Coorr: But the effect of this is exactly the same, it is the effect I am 
trying to get. 

The CuatrMAN: Don’t they stand on a little different basis? 

Mr. Coors: They stand on a different basis, they always do when we come 
to consider these questions. 

The CHarrMAN: I did not mean it that way. 

Mr. Coorm: What way did you mean, Mr, Chairman? 

The CuarrMaNn: I mean it in this way, the banks have an article which is 
worth so much in the market. 

Mr. Bowman: But that is only the result of legislation. 

The CHatrman: No. 

Mr. Bowman: I submit that because of the legislation of 1931 gold has 
the value which it has to-day. 

Mr. Hacxerr: I do not think that is quite the way to say it, that it has 
value because of the legislation of 1931. 

Mr. Jacoss: I would ask Mr. Coote this question: Is he in favour of the 
government stepping in and passing legislation which would take property from 
one private institution and hand it to another private institution? 

Mr. Irvine: That does not bear on the subject. 

Hon. Mr. Ruoprs: The property goes to the government. 

The CuatrMan: Mr. Jacobs’ question is fair, it is property taken from one 
and given to another; you are dealing with property. 

Mr. Coote: You are talking about the only commodity in Canada that 
has had a price fixed by law. Why change prices now for the sake of the 
chartered banks? 

The CHatrmMan: We cannot settle this to-night. Everybody wants time 
to read all this. Let’s adjourn until Tuesday at 10 o’clock. 


The Committee adjourned to meet again on Tuesday, June 5, 1934, at 
10 o'clock. 
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Houser or Commons, 
June 5, 1934. 


The Select Standing Committee on Banking and Commerce met at 10 a.m., 
Mr. R. B. Hanson in the Chair. 


The CHarrMAn: Gentlemen, will you come to order; we have a quorum. 

Mr. Rhodes wishes to file some notices of motion with respect to the 
Quebec Savings Banks Act, so that the members can study them before we 
take up the bill to amend that Act. 


Hon. Mr. RuHopes: I am filing a complete list of twelve altogether; three 
of them are already on file. I do not think any of them are contentious. 

The CHarrMAN: When we adjourned on Thursday we were dealing with 
section 28, Valuation of Gold, and the Deputy Minister wishes to be heard in 
reply to Mr. Logan. 


Mr. W. C. Cuarx (Deputy Minister of Finance): Mr. Chairman, I hope 
that what I have to say will not be regarded as too critical of the memorandum 
submitted by the banks. It does seem to me that they have overstated the 
case in that memorandum, and on further consideration I think they will 
propably agree. 

“The brief submitted to the Committee on Banking and Commerce on 
May 31, 1934, by Mr. S. H. Logan on behalf of the Canadian Bankers’ Asso- 
ciation presents the bankers’ case against the provisions of the Bank of Canada 
Act whereby the gold now held by the chartered banks is to be transferred 
to the Bank of Canada and any profits arising out of the sale or revaluation 
of such gold held against domestic liabilities is to accrue to the Government 
of the Dominion of Canada. 


The brief attempts to establish $ix main points:— 


1. That “since the War all the gold owned by the banks may honestly 
be said to be held solely against liabilities outside of Canada.” 


2. That such gold is “really an insurance fund against the payment of 
excessive exchange rates.” 


3. That under the terms of Bill No. 19 it is doubtful if the banks will 
receive a profit on any of the gold transferred to the Bank of Canada because 
of (a) the impossibility of determining the amount held against foreign liabili- 
ties and (b) the fact that the premium on gold may have disappeared before 
final settlement is made. ; 


4. That it is inequitable to deprive the banks of the premium on gold while 
allowing the gold mines to obtain the world price for their current product. 


5. That the practice of other countries does not provide a precedent for 
the action contemplated by Canada. 


6. That the proposed action constitutes an unjust infringement of the rights 
of private property and will be unfavourably regarded by the majority of the 
people of Canada. 
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These six points will be critically examined. 


1. In the first place is it true that all gold now held by the banks is held 
solely against their foreign liabilities? 


Let it be said at once that if this claim be true it introduces a novel and 
revolutionary conception of the nature and extent of the gold reserves held 
against the outstanding paper money and bank deposit liabilities of this 
country. 

If it be true, it means that the percentage of gold reserves held against 
our domestic credit liabilities is substantially smaller than it has ever been 
believed to be either in official or financial circles or amongst the expert com- 
mentators on the working of our financial structure. It means, for instance, 
that the only gold against our 170 millions of Dominion notes, our 140 millions 
of bank notes and our approximately 1,900 millions of bank deposits in Canada, 
not to mention subsidiary currency and the demand liabilities of other types 
of financial institutions, is the 70 millions of dollars of gold which the Depart- 
ment of Finance has been maintaining as the required statutory reserve behind 
our issue of Dominion notes. This, if true, would appear to justify the criticism 
which has been directed by certain economists against the Finance Act, but 
which has hitherto been keenly resented by the banks. That criticism was 
based on the belief that the Finance Act created a dangerous division of 
responsibility between the Government and the banks in connection with the 
maintenance of an adequate gold reserve for Canada. The bankers’ brief 
would seem to throw the whole responsibility on the Government although that 
responsibility has never been fully accepted and the Finance Act itself made 
no provision for requiring a reserve against advances under the Act. 

If the claim be true it means that the reserve maintained against the foreign 
liabilities of our Canadian banks is substantially greater than it has usually 
been considered to be. Not only that but it is abnormally large as compared 
with the domestic cash reserves of our banking system. As at March 31, 1934, 
deposits elsewhere than in Canada amounted to just under 321 million dollars, 
and balances due to banks in other countries 28 millions. To these should 
be added a small amount of notes in circulation in the British West Indies. 
If we estimate the latter at 5 millions, we have the total foreign liabilities of 
our Canadian banks aggregating approximately 354 millions. On the other 
side of the balance sheet we find the»efollowing short term foreign assets: 
gold held elsewhere than in Canada, almost 10 millions; United States and 
other foreign currencies, 20 millions; balances due from banks and banking 
correspondents elsewhere than in Canada, 86 millions; and call and short loans 
(chiefly in New York), 106 millions. The last two items are, of course, not 
cash in the sense of gold and legal tender but it will not be denied that they 
should be almost immediately realizable in the form of foreign currencies. 
Nor will it be denied that the item “Canadian municipal securities, and British, 
foreign and colonial public securities other than Canadian”, amounting to over 
136 million dollars, also includes a considerable volume of British Treasury 
bills and other governmental short term securities that are quickly realizable 
in foreign currencies. Of course no claim is made here that these foreign short 
term assets would not also be available for Canadian liabilities, at least in 
large part and possibly after a short lapse of time. Our only contention is 
that, if in addition to this very large total of foreign cash and quickly realizable 
assets, all the gold now held in Canada (perhaps 31 or 32 millions under the 
item “Current gold and subsidiary coin in Canada”, and over 5 millions in 
the central gold reserves) is to be regarded as being solely against liabilities 
outside of Canada, then the cash and quick reserves of Canadian banks held 
against their foreign liabilities are extraordinarily high and apparently very much 
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out of line with their cash reserves held in Canada. In passing it may also be 
noted that several of the Latin-American countries in which our banks have 
foreign branches require by law that substantial cash reserves be kept within 
the country concerned, in some cases with the Central Bank, e.g. Colombia, 
25 per cent against current accounts, 20 per cent against savings accounts and 
124 per cent against time deposits, all to be carried with the Central Bank; 
Peru, 20 per cent against demand obligations, 8 per cent against time obligations ; 
Venezuela, 10 per cent against deposits held in gold coin under joint custody 
of the bank and a representative of the Minister of Finance; Brazil, all cash in 
excess of 20 per cent of deposits must be carried with Bank of Brazil. It is 
also understood that where no local law stipulates the amount of cash reserves 
to be kept, substantial cash reserves are as a matter of practice maintained 
“on the spot”, in addition to the substantial sterling and dollar reserves already 
noted. Thus, there would appear to be no sufficient reason for considering the 
gold held in Canada as being held solely against liabilities outside of Canada. 


Again, if the claim made in the bankers’ brief be valid it must mean that the 
policy followed by Canada during the past 24 years is wrong and unjust and 
based on an erroneous interpretation of the structure and working of our 
financial system. On October 19, 1931, an order in council was passed pro- 
hibiting the export of gold except under license. Later by an amendment to 
the Dominion Notes Act and a consequential order in council, the redemption of 
Dominion notes in specie was suspended, thus putting a legal seal on a de facto 
situation which had existed for some time. These measures were taken in 
part because it was believed that our national gold reserves were not unduly 
large and that unrestricted export of gold and redemption of currency would 
have resulted in such gold outflows as to have brought our gold reserves’ below 
the danger point. In granting licences for the export of gold, the Department’s 
policy has been to allow the export of newly-mined gold but to safeguard the 
country’s monetary reserves to the maximum possible extent. If the contention 
of the bankers be correct, they should have directed their criticisms against a 
policy which has been in effect for 24 years and which it has been understood has 
met with their approval. 

While, therefore, the claim of the banks that their Canadian gold reserves 
are held solely against their liabilities outside of Canada cannot be admitted, 
this of course does not deny that the primary need for gold in Canada is to 
meet possible deficits in Canada’s balance of international payments. Accord- 
ing to the modern conception this is the real purpose of gold holdings. 


2. The second point in the bankers’ brief is that the gold holdings of the 
banks are primarily an insurance fund against the payment of excessive 
exchange rates and are used only to control the cost of the transfer of funds 
to other countries when the need is urgent for the bank’s protection. 


This argument is developed in considerable detail and an unreal emphasis 
is laid on the possibility that a shipment of goods covered by a bill which the 
bank has purchased may go astray, or some suddenly imposed import embargo 
or quota regulation might delay or prevent the arrival of the relevant goods. It 
is respectfully submitted that upon further consideration the banks would prob- 
ably not care to rest their case on so tenuous a basis. 

However, considering the argument for what it is worth, it may first of 
all be noted that the need for such an insurance fund against the danger of 
excessive exchange rates exists only in a period of depreciated currencies and 
fluctuating exchange rates such as the present. Where the gold standard is 
in operation, no excessive exchange premiums could exist. Consequently there 
would appear to have been no reason for any gold reserves maintained by the 
banks prior to the breakdown of the gold standard three or four years ago. 
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Again, in view of the prohibition against the export of gold still in force it 
is difficult to see how the gold held in the banks’ vaults in Canada can now be 
regarded as performing the functions outlined. As already stated, this restric- 
tion has been in effect since October, 1931, and was imposed in the public interest 
when the world financial crisis threatened danger to our monetary gold reserves. 
It is true that small amounts of bankers’ gold were allowed to be exported 
during times of financial disturbance in two or three foreign countries, but 
while the danger of a panic in another country causing a demand for gold is 
mentioned in the bankers’ brief, the emphasis appears to be laid not on 
this contingency but upon the possibility mentioned above. Whether or not the 
central bank is established, the embargo on gold exports will probably be con- 
tinued during the present period of chaotic exchanges and the banks will not 
likely be allowed to export gold for the purpose mentioned. Should Canada 
return to the gold standard it will of course be the function of the Bank of 
Canada to provide any gold that may be required for the purpose of meeting 
external obligations. One of the primary functions of a central bank is, as 
stated in the preamble, to control and protect the external value of the national 
monetary unit. 

Moreover, it has already been shown that as a matter of long established 
practice the banks maintain substantial amounts of cash and readily realizable 
assets in the large financial centres, New York and London, and in the coun- 
tries in which they have foreign branches. In these foreign assets will be found 
the insurance fund against the payment of excessive exchange rates and the 
means used to control the cost of the transfer of funds to other countries. As 
stated in the brief, a bank when it purchases an item drawn in any foreign 
currency always hedges the transaction at once by the sale of an equal amount in 
the same currency. The substantial volume of cash and secondary reserves held 
in foreign centres should provide an adequate safeguard against the contingency 
of a lack of coincidence between the date upon which the bank agrees to 
deliver the amount of the foreign currency which it sells as a hedge and the date 
upon which it receives payment for the foreign bill which it has purchased. 


3. As a third point the bankers’ brief professes to entertain doubts that the 
banks will receive a premium on any of the gold transferred to the Bank because 
of the difficulty of determining the proportion of the gold which may be regarded 
as held against foreign liabilities. 


If the banks have a meritorious case it should not be difficult to demon- 
strate it to the satisfaction of the Governor in Council. It will not, of course 
be easy to determine with mathematical exactitude what specific proportion of 
their gold reserves is held against foreign liabilities and what specific proportion 
against domestic liabilities. A careful examination will have to be made of 
the nature and extent of both the domestic and foreign liabilities and the nature 
and extent of the various types of reserves, primary and secondary, held by 
the banks in Canada and in foreign centers. Perhaps some allowance may 
have to be made for a possibly greater hazard in the case of foreign liabilities. 
The final decision may be only a rough and ready one, but it is to be assumed 
that a frank submission of all the facts in the case and a reasonable approach 
to the problem on the part of both the banks and the Governor in Council will 
result in a reasonable answer. The problem is not unique in the experience 
of governments but is of the type that is constantly arising and constantly being 
settled to the mutual satisfaction of the parties concerned. 

Moreover, to the further objection that the premium may have disappeared 
before final settlement for the gold is made, it is only necessary to point out 
that in retaining possession of the gold under the present gold embargo measures 
the banks would be open to precisely the same eventuality, that is to say, the 
requirement that the banks transfer their gold to the Bank of Canada does not 


(Mr. W. C. Clark] 


BANKING AND COMMERCE 949 


impose a new risk to which they would otherwise not have been exposed. There 
is, it should be mentioned, the other possibility, perhaps a probability, that the 
premium will increase, in which case:the banks will stand to make a substantial 
gain through the postponement of a final settlement. 


4. The fourth contention is that it is inequitable to deprive the banks of 
the premium on gold while allowing the gold mines to obtain the world price 
for their current product. 

This contention reveals a singular lack of appreciation of the vital dis- 
tinction between gold which is part of the national monetary reserve and gold 
which is currently produced as an industrial commodity by the gold mining 
industry. In the first case the gold held is not an ordinary asset of the banks; 
it was not bought for investment but rather as an obligation arising out of the 
currency and banking functions which the banks were given the right to per- 
form by the Parliament of this country. Since gold has been our monetary 
standard the banks have found it necessary to carry a suitable amount of this 
metal in order to discharge their obligations to the public. These obligations 
are unaffected by the rise in the price of gold and the previous reserve is still 
intact. While it was necessary in the Bank Act to give the banks power to buy 
and sell gold in order to enable them to purchase gold for their reserves and to 
sell gold in order to meet their obligations, it is obviously no part of the business 
of banking to engage in the purchase of gold with a view to speculative profit. 
Under normal gold standard conditions the only variation in the price of gold 
in terms of domestic currency is the narrow fluctuation between the gold import 
and the gold export point. 

In the case of gold currently produced by the mines, the miners are in the 
business of producing gold from our natural resources solely in anticipation of 
making profits. They assume the ordinary risks of an industrial enterprise 
and are in a comparable position to any industry exporting its product to a 
world market. Fortunately for them, they have at present the advantage of 
having an unlimited market for their product at a price which is substantially 
higher than that of a few years ago. Over a period of time, however, their 
costs of operation will adjust themselves to the new conditions and during a 
period of boom the gold mines will suffer as they always do from the fact that 
the price of their product is fixed while the cost of their labour and materials 
is steadily rising. Moreover, in the case of a considerable proportion of our 
current gold production the total cost of producing and marketing an ounce of 
gold is already in excess of the rate of $20.67 per ounce which was the cost to 
the banks of the gold now held by them. 

It may also be noted that the Government has already recognized that the 
gold producers are in a more favourable position than other producing industries, 
and has seen fit to make this the justification for taxing the dividend-paying 
mines to the extent of 25 per cent of the gold premium received on the sale of 
their current product. But this tax has been so devised as to interfere as little 
as possible with the incentive to expand the production of this important article- 
of export under present favourable conditions. No other industry is in a posi- 
tion to make so important a contribution to the national income at present. 


5. In the fifth place the claim is made that the experience of other countries 
cannot be drawn upon to provide a precedent for the action contemplated by 
Canada. : 

In this connection the statement is made that in Australia the gold sovereign, 
the Australian pound and the pound sterling were on an approximate parity 
when in December, 1929, the Commonwealth Government passed legislation 
taking over the gold held by the Australian banks. Consequently, the banks 
received substantially the ruling price for the gold they surrendered. In quoting 
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this example the brief overlooks the point that if the Australian pound and the 
pound sterling were at a parity with gold, there would have been no premium 
of which the banks could have been deprived and the point under discussion 
could not have arisen. Actually there was a small premium which rapidly in- 
creased during the next year or more until it reached 30 per cent. The Australian 
case is no exception to the record of historical cases cited by the Minister of 
Finance last Thursday; legislation was passed empowering the central bank 
to take over the gold reserves of the private banks and the gold was taken 
over at the statutory mint price. 


The second example cited is that of the United States. It may be true that 
when the Presidential order was issued on April 5, 1933, requiring all banks to 
deliver all their gold to the Federal Reserve banks there was no premium in the 
world markets on gold over the United States dollar. But this merely means 
that at that time the question with which we are confronted, that of profits on 
the transfer of gold, did not arise. The brief goes on to state that “The propor- 
tion of the total gold in the United States held by the commercial banks was, 
however, small in comparison with the vast sums in gold already in possession 
of the Federal Reserve Banks”. This is presumably intended to imply that in 
the case of the United States the transfer was in the nature of a minor operation. 
Anyone acquainted with the banking system of the United States knows that the 
member banks have no occasion to hold gold in their own vaults. Their reserves 
are by law kept in the Federal Reserve Banks which are in turn owned by the 
member banks. However, the action taken by the President in April, 1933, was 
not comparable to our own case. The gold was demanded at that time simply 
as an anti-hoarding measure. The major operation comparable to our own case 
occurred in January of this year when the United States Government took over 
the gold from the Federal Reserve Banks—that is, the gold indirectly owned by 
the member banks—at the statutory mint price, with the premium going to the 
Government. The gold so taken over was the property of the Federal Reserve 
Banks, held by them under the law requiring 35 per cent against deposit liabilities, 
and 40 per cent against Federal Reserve notes which, while formally obligations 
of the United States Government are nevertheless liabilities of the Federal 
Reserve Banks and have a first and paramount lien on all their assets. It is 
misleading to say that all this gold held by the Federal Reserve Banks against 
their demand liabilities was the property of the Government and was held by 
the Banks as agents of the Government. If this had been the case, there would 
have been no objection raised to the Government taking over its own gold. The 
action of the United States establishes a clear case of precedence for the course 
which we propose taking. 

The third example cited was that of New Zealand. An attempt here is made 
to show that the cases are not parallel because in the case of New Zealand the 
banks had been required by law to maintain reserves while in Canada there 
exists no legal compulsion to hold any reserves whatsoever. This argument 
cannot stand analysis. Everyone knows that the banks are compelled to main- 
tain reserves and that if they did not voluntarily do so as a matter of sound 
banking management they would promptly draw down legislation that would 
ensure it. Furthermore, while it is undoubtedly true that many of the banks in 
Canada have not in their possession at the present time the amount of gold 
which they would have to keep had legislation similar to that prevailing in New 
Zealand been in force, it is difficult to see the logic in the argument that the 
favoured position which our banks now occupy because of the absence of legal 
reserves should now justify their exemption from the treatment applied to New 
Zealand banks which were required by law to keep gold reserves. 

In oral discussion the statement was made that in France and other coun- 
tries which have revalued their currencies and have taken over the gold of 
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banks, no premium existed at the time of the transfer of the gold. That is not 
true. In France at the time of the stabilization of the franc in 1928, the premium 
on gold in terms of the franc was several hundred per cent. The real reason for 
revaluation of gold in all these cases was the fact that the currency had depre- 
ciated with a resultant substantial premium on gold. The facts in regard to 
France, Belgium, Italy , Yugoslavia, Roumania, Austria-Hungary, Portugal, 
Bulgaria, Finland, Greece and several South American countries are briefly 
summarized in the New Zealand booklet from which Mr. Rhodes quoted last 
Thursday. 

In this connection the following summary may be quoted from this book- 
let:— 

It is the established practice of Governments to take any profit or 
loss resulting from a revaluation of currency in terms of gold. The highest 
authorities in London and Europe have been consulted on this matter, 
and their opinion is unanimous:— 


The only fair and equitable price at which gold can be taken 
over from commercial banks by a central bank or by a Government, 
the only price that can be justified, is the Mint price. Any profits 
due to the revaluation of gold should go not to the note-issuing banks, 
but to the Government. 

A central bank official, whose authority is beyond dispute, and who 
is familiar with recent developments throughout the world, writes, inter 
alia, on this point:—-— 

I cannot think of any case in which the Government has not 
taken the profit on the revaluation of note-issuing banks’ gold 
reserves, except in the case of Greece, where a great mistake was 
made, as a result of which the Bank of Greece (a central bank) has 
never been able to function successfully. There is one case, that of 
Finland, where the profit on the revaluation of the gold holding at 
stabilization was used to increase the capital of the Bank of Finland 
(a State Central Bank). 


The conclusion reached on the matter is therefore that the Govern- 
ment should take over the gold at par value. 


Following further discussions on central banking with the British 
authorities, the delegation report the relevant expression of opinion on 
the gold question :— 


The Reserve Bank must enter up the gold at book value... . any 
profit or loss accruing from the adjustment should be taken by the 
Government. 


This method might prove politically impracticable, but no event 
could justify any payment to the other banks for the gold taken over 
involving an amount greater than the present book value of the gold. 
Any profit or loss accruing on transfers of this kind should be taken 
by the Government. If the gold is taken over at par the banks will 
suffer no loss. No case whatever can be made out for the banks to 
share in this gain. 


6. The final argument offered by the bankers’ brief is that the proposed 
action would constitute an unfair and unjust infringement of the rights to private 
property and that it will be unfavourably regarded by the majority of the people 
of Canada. 


In this connection it is fair to ask whether the banks are being treated any 
differently in regard to gold held than would be an individual in possession of 
gold coin. An individual turning in gold coins to the banks or to the government 
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is “credited” for it at the statutory mint price and no more. He obtains no 
premium. The banks are required to deposit their monetary gold with the Bank 
of Canada and they will in turn be credited with it at the rate applicable to its 
customers. Rather than regarding it as probable that the people of Canada will 
look upon this unfavourably, there is every reason to believe that the Government 
would be exposed to widespread censure, and rightly so, if it followed any alterna- 
tive course. 


B. Positive Argument—We may conclude by summarizing as briefly as 
possible the positive argument for taking over at the statutory mint price that 
part of the banks’ gold holding which is held against their domestic liabilities. 


There are four major arguments:— 


1. The gold now held by the chartered banks against their domestic liabilities 
was acquired by them as a counterpart to the essentially national function of 
issuing carrency. The chartered banks have been given by the Parliament of 
this country an important franchise; that franchise gave them, first, the right to 
issue notes to circulate as currency which is usually regarded as a prerogative of 
the State alone, and, secondly, the right to circulate their own credit by means 
of cheques drawn against deposits and to carry on all the ordinary operations of 
commercial banking. It is universally recognized that the exercise of these 
privileges involves the obligation of maintaining cash reserves (in the form of 
gold and other legal tender) against the liabilities assumed. In most countries 
the banking laws stipulate a definite minimum percentage of gold (or of gold and 
gold exchange or other legal tender) that must be held against either notes or 
deposits outstanding, or against both note and deposit liabilities. In Canada 
Parliament has seen fit to leave the exact proportion of cash reserves to be carried 
to the good judgment of the banks themselves and in doing so has accepted an 
argument which has been strongly pressed by our bankers throughout our entire 
banking history. 

It should be clear therefore that the gold which the banks hold was acquired 
by them in order to ensure their ability to discharge their obligations to the 
public. It was not bought as an ordinary investment and no speculative profit 
could legitimately have been anticipated. The argument therefore that the 
Government’s decision to take over the banks’ gold reserves at the statutory 
price which was paid for it involves confiscation of property rights and suggests 
rk such confiscation might be extended to other bank assets is entirely beside 
the point. 


2. The national aspect of the banks’ gold holdings was recognized and 
emphasized by the prohibition of the export of such gold without a licence 
imposed by the order in council of October, 1931. This order is still in effect and 
as a result the banks are still unable to export their gold and secure a profit 
thereon, without a licence from the Minister of Finance. 


3. The profit on the gold now held by the banks is a fortuitous one. It does 
not arise out of the operations of commercial banking. It is the result of a 
national and international situation from which the banks have no reason to 
expect any profit. In this connection it is not sufficient to say that it is the 
result of the currency action and financial policy of other countries, especially 
England’s departure from the gold standard and the revaluation of gold by the 
United States. If Canada had not seen fit to break away from the gold standard 
by the prohibition of gold export and the suspension of specie payments, in other 
words, if Canada had been willing and able to stay on gold at the old parity, 
there would to-day be no premium on gold in terms of Canadian currency. The 
premium that now exists results from Canadian monetary policy applied in the 
face of a serious world situation. 
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The premium on gold in comparison with the mint par value is the measure 
of the depreciation in the value of our currency. This depreciation has been 
at the expense of the people and not at the expense of the banks. It follows that 
any profit on gold reserves arising out of monetary policy should accrue to the 
State, representing the people as a whole. 


4. The functions for which the banks were formerly responsible of issuing 
part of the note currency of the country and of maintaining part of our national 
gold reserves are in future to be assumed by the State through the medium of 
the quasi-public institution, the Bank of Canada. In order not to affect unduly 
the profits of the banks, the transfer of their note issuing powers to the central 
bank is to be spread over a period of time but the centralization of the country’s 
gold reserves is to be accomplished immediately. Such centralization is a sine 
qua non of the effective working of a central bank. If it is true that a no- 
man’s-land of responsibility has existed in the past in the handling of our 
national gold reserves, that uncertainty must forever be ended. The responsibility 
must be placed squarely upon the shoulders of a single institution and that 
institution must have the prerogatives that go with that responsibility. 


5. The treatment which it is proposed to accord to the banks is the same 
as that which has been meted out to the individual. If an individual Canadian 
has gold coin to-day and takes it to the Mint or to a bank, he will receive for 
it in Canadian currency not its market value as gold but the statutory mint par, 
its face value. In the past, if the individual held a Dominion note, he had the 
right to redeem it in gold on demand. If he held a bank note, he had the right 
to redeem it in gold or Dominion notes and if the bank tendered him Dominion 
notes these could promptly be converted into gold. In either case, had his 
rights not been interfered with, he would have had the opportunity of securing 
the profit on gold now represented by the premium on gold in terms of Canadian 
currency. But his rights have been interfered with. For good and sufficient 
reason the sovereign power of the State has stepped in and made it impossible 
for him to secure that profit. What it has done in the case of the individual, it 
can scarcely fail to do in the case of the banks.” 


The Cuarrman: Mr. Logan asked permission to be heard, perhaps not in 
rebuttal, but to make a supplementary statement summarizing the banks’ position. 


Mr. McGipson: Did I understand Mr. Clark properly when he said that 
if a private individual should wish to dispose of gold he could get only $20.67? 


Mr. Cuiark: Gold coin? 
Mr. McGiszon: Or gold nuggets, anything of that kind? 
Mr. Cuark: Just gold coin. 


Mr. Geary: Mr. Chairman, may I ask if Mr. Logan is going to make a 
statement now in reply? 


The CuatrMAN: No, this is just a summary. 


Mr. Locan: This is just a summary of some of the points that came up on 
Thursday; they were not perfectly clear, and I would just like to clear them 
up now. 


The CuHairMan: All right, Mr. Logan. 
Mr. 8. H. Logan, recalled. 


The Witness: First of all, Mr. Chairman, I would like to congratulate Dr. 
Clark on his very excellent summary of the whole situation. I wish to present 
at this time some points that came up for discussion the other day. 
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REPLY TO CRITICISMS OF THE BANKS’ STATEMENT ON GOLD 


1. At least three persons made the following point: That if it had not been 
pe legislation precluding the export of gold the banks would have lost their 
gold. 

This, and somewhat similar statements, are based upon a complete misap- 
prehension of the law and of the facts applicable thereto. Neither before the 
war nor at any time since has the holder of a bank note or any depositor had 
the right to demand payment in gold of the bank’s obligation on its notes or 
its indebtedness to its depositors. The prohibition of export of gold therefore, 
had no application whatever to the holding of gold by the banks. Under a licence 
system the banks did export gold when their necessity required it. 


2. Another statement is that the banks refused to redeem their notes in gold 
when this country went off the gold standard. 

There never was any legal right to demand gold in redemption of the bank’s 
notes. These statements of alleged fact and the contentions based thereon are, 
therefore, wholly unfounded and misleading. 


3. The argument of the Hon. Mr. Coates, Prime Minister of New Zealand, 
and the citation by him of what was said by an alleged prominent banker in 
England (no name being given) in respect of New Zealand’s proposed action, is 
completely met by the fact that the most prominent financial journal in London, 
The Economist, condemned the course proposed to be taken by New Zealand in 
respect of the gold held by the commercial banks in excess of that part of their 
gold holdings required by statute to be held against their note issues, and stated 
that the full market price should be paid for such gold. The interested Premier 
defending himself against criticism is surely not an impartial authority compared 
with the editorial statement of the leading financial journal in the Empire. 


4. The statement that many other countries adopted the course proposed to 
be followed by Canada in taking over the gold from the commercial banks at 
nominal par and not at market value was evidently based upon the argument by 
the Hon. Mr. Coates, who stated that similar action to that proposed by his gov- 
ernment had been taken by certain other countries. While it is probably true 
that in the cases named by him these governments took the profits upon the gold 
held by their central banks, it is not stated that such governments took the profit 
in like manner on gold acquired from the commercial banks. 

Such was certainly not the case in France in 1928, when the commercial 
banks, upon transferring their gold holdings to the Bank of France, received the 
full premium of about 400 per cent. 

Similarly in Belgium, the commercial banks in 1926 received the full premium 
a ae 500 per cent upon the transfer of their gold to the National Bank of 

elgium. 

In Italy in 1926, the banks of Naples and Sicily surrendered their note-issue 
and privileges to the Bank of Italy and transferred to it their statutory reserves 
of gold and foreign exchange, being paid in full the ruling gold premium of about 
400 per cent. 

The fact that the three leading countries named, upon investigation, are 
found to have done the exact opposite of what Mr. Coates said and implied that 
they did, should dispose of the whole fabric of argument based upon the New 
Zealand case and upon Mr. Coates allegations. 


Mr. Spencer: Mr. Chairman, I would like to ask Mr. Logan a question or 
two. 

The CuatrMaANn: Do you want to examine Mr. Logan on that? I thought it 
would be more orderly if anybody wanted to ask Mr. Clark questions now. Does 
anybody desire to ask Mr. Clark any question? We ought to deal with this 
question this morning. 
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Mr. Spencer: Mr. Chairman, Mr. Logan just told the committee that the 
banks did not have to redeem their notes in gold. That is true, but they had to 
redeem their notes in Dominion notes, and I understand Dominion notes were 
payable in gold. Furthermore, the banks could never get Dominion notes by 
buying gold except through the use of the Finance Act and, therefore, I think it 
is possibly a little misleading to say that the public could not get gold for bank 
notes because they had a right to ask for it indirectly through Dominion notes. 

The CHairMAN: That is obvious up to a certain point. 

Mr. Raymonp: Mr. Chairman, I agree entirely with remarks made the other 
day by Mr. White in connection with the question of gold. Mr. Clark has cited 
precedents in other countries, but I must say that it does not appeal to me in a 
matter like this, when the act has caused an injustice; and I think it is an injustice, 
for the parliament to grant the powers enacted in this section. In this case 
I presume the banks have exercised only the powers which were granted to them 
by parliament, and having exercised these powers which were granted to them, 
the government come along and say: We have the power to do this, and we are 
going to confiscate part of the money that you now possess. I do not think that 
is right, and I think parliament should not give the example of confiscating 
private property. If they want to expropriate the gold, they should pay the 
market value for it. That is my opinion. 

The CHAIRMAN: What about the case of the Canadian $5 gold coin, is 
that expropriation? It is all right against the government but it is not all 
right against the bank, that is your argument. 

Mr. Geary: I do not think that is quite Mr. Raymond’s point. If there 
is expropriation there is provision for finding market values, but with all 
respect I do not agree with Mr. Raymond’s point. 


By Mr. Geary: 
Q. Suppose I were to find, Dr. Clark, on a watch-chain a $10 gold coin, 
what money can I get for it?—A. A $10 gold coin will bring only its face value. 
Q. In Dominion notes?—A. In Dominion notes. 


By Mr. Fraser (Cariboo): 

Q. Do you mean to say, Dr. Clark, that a gold coin in general circulation 
has not been redeemed by the banks?—A. I cannot say what the banks have 
done, but I would be greatly surprised if they had paid a premuim on gold coin. 

Q. I can tell you from personal experience that I have received from the 
bank the current premium on gold when it was turned into the bank. 

The CHaiRMAN: For gold coin? 

Mr. Fraser (Cariboo): Yes, for gold coin. 

The Wirness: A Canadian gold coin? 

Mr. Fraser (Cariboo): A $20 gold coin, during the last year. 

The Witness: The only thing I cannot understand about that is this, 
that the banks are not in a position to get any premium on that gold coin as long 
as it is illegal to melt down the gold coin and as long as it is illegal to export it 
without licence, so that I do not see why any individual should pay a premium 
on gold coin if he cannot legally get a premium for it himself. 


By Mr. Baker: 

Q. Should it occur and the final question was settled that the banks turn 
in their gold at $20.67, would it be entered in the assets of the Central Bank 
at $20.67 or at what price?—A. The Bank of Canada makes no profit out of 
the transfer of gold at all. Any profit that does result goes to the government, 
to the Consolidated Revenue Fund, and the gold will be carried in the books 
of the Central Bank at any time at the statutory Mint price in effect at 


that time. 
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Q. It will be entered as an asset at $20.677—A. Now it would, yes. If 
our Currency Act is changed the situation would change, but it would be entered 
at the Mint value in effect as the result of the Currency Act at the time. 


The CuHairMAN: I do not understand how a bank could pay Mr. Fraser 
more than $20.60 for gold coin unless the bank melted the coin and sold it as 
bullion, and that would be a violation of the Currency Act. 


By Mr. Hackett: 

Q. Dr. Clark, did you say that the current gold and subsidiary coin held 
by the banks was only about $30,000,000 in Canada?—A. I said that of the item 
Gold and Subsidiary Coin held in Canada—probably $31,000,000 or $32,000,000 
—would represent gold. I would estimate that perhaps $5,000,000 or $6,000,000 
of that total of $36,000,000 or $37,000,000 is subsidiary coin, you see, and I was 
referring only to the amount of gold in that particular item. I would say 
probably the banks hold to-day $31,000,000 or $32,000,000 in gold there and 
another $5,000,000 of gold in the central gold reserve. 


Mr. Wuire (London): The practice described by Mr. Fraser could not 
have been changed because I have presented coin and got money at its face 
value. 

Mr. Coots: It seems to me there is only one fair alternative to the proposal 
in regard to the government taking over this gold and that is to amend the 
Bank Act so that bank notes are redeemable in gold. 


Mr. Durr: I am not quite clear as to whether we are discussing clause 27 
or 28 or 29. It seems to me that the discussion so far has been centred around 
clause 28. 

The CHatrMAN: We are really discussing all three together. When we 
come to vote we will have to do it by individual clauses. The bankers want 
to discuss the whole question together. 


Mr. McGispon: Is it not a fact that this appreciation in gold is a counter- 
balancing item in the loss by the people? 


The CHAIRMAN: That is one of the arguments made. 


Mr. Sranutey: Mr. Chairman, what is the specific purpose of the statutory 
Mint price of $20.67? What was the move behind the legislation, also what 
was considered to be the bank’s relation to the legislation and the purpose of 
the legislation. 


The Witness: Well, the purpose of the statutory Mint price for gold, of 
course, is to determine the parity at which to go on the gold standard. Any 
country on a gold standard is using the commodity gold as the yard-stick or foot- 
rule by which to measure commodity values in the country. By law, the gov- 
ernment lays down a price in terms of its domestie currency for an ounce or a 
given physical quantity of gold. In Canada one dollar represents 23-22 grains 
of fine gold; or put it the opposite way, gold is worth $20.67 per fine ounce. 
That establishes the relationship between the currency value in Canada and gold. 
Gold is a commodity that is used or has been used by a great many countries 
of the world. It gets its value only in small part because of its commodity use 
and in large part because of its monetary use by the countries of the world. 


Mr. Stanuey: And the actual relationship of gold is in respect to its 
monetary value? 
The Witness: Quite so, They are operating within the framework laid 


down by the parliament of Canada. 
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By Mr. McGibbon: 


Q. Was not that an international agreement about one hundred years ago? 
—A. No, not an international agreement. The various countries adopted the 
gold standard at various times. In Canada I think our Act goes back to 1858. 

Q. Great Britain led the way?—A. Yes, Great Britain led the way at the 
early part of last century. 


By Mr. Duff: 
Q. Supposing last year when President Roosevelt set the price of gold at 
a certain price, instead of doing that, if the price had been set at $15 instead 
of $35, what is your opinion would have happened in regard to clauses 27 and 


28 with regard to the price of gold which the Central Bank can take over from 
the banks? 


The CuHairMaNn: After all, is not that purely hypothetical? 


Mr. Durr: It may be hypothetical but we are dealing with a hypothetical 
question, 


The CHaiRMAN: Let me put this question to you, Mr. Duff: Supposing we 
repudiate section 26 and elect to pay this premium; it is an accomplished fact, 
a premium has been paid to the bank, and Mr. Roosevelt withdraws his support 
and gold goes back to $20.67; who is going to be the goat? 


Mr. Durr: Suppose it goes to $15 what then, who is the goat then? 


By Hon. Mr. Chaplin: 


Q. I would like Mr. Clark to explain how it comes that the Central Bank 
expects to pay for the silver at the market price and does not pay for the gold 
at the market price?—A. Well, the answer to that is that silver is not the 
monetary standard of the country. Silver is just a commodity on the market; 
moreover, its market value is very much lower relative to all other commodities 
than is gold. 

Q. Do I understand that you claim that gold has recently been the 
monetary standard here?—A. Gold has been the monetary standard up until, 
say, the end of 1931, and it was that gold standard under which the banks 
acquired the gold which they now hold. The difference between gold and silver 
is that gold has been the monetary standard and silver has not, and the whole 
argument here is based on the fact that gold in monetary reserve is a special 
thing, nothing like an ordinary commodity at all. 


By Mr. White (Mount Royal): 


Q. What injurious or harmful effect would follow if the banks are permitted 
to retain their gold?—A. Well, in the first place, I think it would be a very 
definite unfairness to every other individual in this country. It would be 
treating the banks in a preferred way as compared with you and me and every 
other individual in the country. I do not think there should be that dis- 
crimination. And then, in the second place, the government representing the 
people of the country would lose a revenue to which, I think, they have a real 
right. 

Q. That is to say, that this legislation is proposed in order that the people 
of Canada through the government can get a 70 per cent premium on the gold 
held by the banks?—A. Yes. 

Q. In other words, rob Peter to pay Paul?—A. No, but correcting in part 
a situation that has already occurred. The depreciation that has followed our 
departure from the gold standard has already resulted in a loss to the Cana- 
dian public. This taking over the gold merely offsets that loss in part 
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By Mr. Irvine: 

Q. Dr. Clark, following out the question of Mr. White, if the banks were 
permitted to retain the gold would it not hamper or perhaps make impossible 
the functioning of the Central Bank?—A. Yes. I tried to make clear in the 
memorandum that the centralization of the gold reserve of the country is a sine 
qua non of the effective working of the Central Bank. 


By Mr, Hackett: 

Q. Dr. Clark, the Central Bank is supposed to be a national institution 
brought into existence for the general welfare of all the people. If that be 
true, what justification is there in taking this large amount of money—some- 
where in the vicinity of $40,000,000—from 48,000 people in Canada? There 
are 48,000 shareholders; they are not all resident in Canada and, after all, this 
is their property and it is being taken from them for the benefit of the other 
ten million. 

The CuHatrMAn: No, no. 

Mr. Hackxerr: Why not, to whom does the gold belong? 


Mr. Geary: Your assumption is wrong; it is not being taken from them, 
Your argument is based on a false premise. 

Mr. Hackett: No, my argument is not based on a false premise. That 
gold to-day belongs to the banks and the shareholders, and you are taking it 
away for less than the market value. The position is, that a man who has a 
thousand dollars in bank shares is just so much worse off than the man who has 
a thousand dollars in something else. I would like Dr. Clark to answer the 
question. 

The Wirness: Well, I think it is the same point over again, is it not Mr. 
Hackett? If my point is correct, that the gold held by the banks is held by 
them merely as an incident to the carrying out of a franchise that they are given 
the right to exercise, and was not bought by them as an ordinary asset for the 
sake of speculative profit, then J think the shareholders of the banks have no 
right to anticipate any profit; you are not taking from them anything that they 
had a right to expect. Then the function which was formerly performed by the 
banks for which they hold this gold, the responsibility for carrying out that 
function is being turned over to the Central Bank; it must do it in future. 


By Mr. Raymond: 

Q. What amount shall be paid by the Central Bank to the individual who 
is the owner of gold?—A. Gold coin? 

Q. Yes?—A. The individual owning gold coin in this country will get only 
$20.67—the face value of the coin—from the Mint, or the government, the A.R.G. 
office, or from the bank itself, unless and until the government of this country 
changes the parity. 

Q. But an individual may have paid a premium himself and now he will 
be the loser, if you are going to expropriate his property; he is going to lose? 

The Cuairman: No, no, he never paid a premium on gold coin. 

Mr. Hacxerr: Not since 1931. 


By Mr. White (Mount Royal): 

Q. Dr. Clark, if the government of Canada should be required to pay the 
banks for their gold the current market value, a premium of about 70 per cent, 
a very considerable amount of money would undoubtedly be involved. Why 
then if that be an objectionable course, why not permit the banks to retain their 
store of gold? Gold has not and never has been a circulating medium in 
Canada; it has never constituted any part of our currency. You speak of the 

[Mr. W. C. Clark] 
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cash reserves that the chartered banks carry against their liabilities whether 
on their own liability or their deposit liability. The gold is a small portion of 
reserve against domestic liability. The banks hold as their cash reserves three 
and one half to four dollars in legals against one dollar in gold. Those legals 
constitute the main, almost the whole force of the banks cash reserves. The 
gold in the bank is necessary against the foreign liability of the bank. More 
than that the gold in the banks is essential to the banks’ operations in foreign 
exchange. As I see it, one of the principal purposes of this Bank of Canada 
legislation is to crib, cabin, and confine the operations of the chartered banks 
in respect of foreign exchange, to limit them to such exchange as may arise out 
of the operations of foreign trade, to give a monopoly, in fact, to the Bank of 
Canada in foreign exchange operations. That I consider unfair to the chartered 
banks, and I think the chartered banks can set up an unanswerable argument 
that their gold reserve, which is not, after all, a very large one compared with 
their legal tender reserve,—the banks can set up an unanswerable argument in 
favour of the retention of their gold holdings against their foreign liabilities. I 
can see a difficulty and an objection to the government taking over the gold 
held by the banks at the very substantial premium of 70 per cent, but I can see 
no objection whatsoever to the banks being allowed to retain what gold they 
have.—A. I think the answer to that question is that the effective working of a 
Central Bank in control of your credit system involves a centralization of your 
gold reserves, under a single responsibility. J think the bankers’ brief itself 
demonstrates very clearly, that under the Finance Act, as it has been working 
in recent years, there has been apparently a confusion of the responsibility. 
Presumably the Department has gone on the assumption that they had not the 
sole responsibility for maintaining and directing the gold reserves of this country. 
The bankers now say that all the gold they have is against foreign liabilities. 
Presumably that means that they have had no responsibility for maintaining 
the gold reserve of this country. If that conclusion exists I think it clearly 
indicates the necessity of getting rid of it once and for all, and the experience 
of all other countries shows that the centralization of gold reserves is essential 
to the efficient and smooth working of a Central Bank and a financial system. 
I would say in answer to your second point, Mr. White, that if the case of the 
banks is unanswerable, if they can present an unanswerable case to the Governor 
in Council that all the gold is held against foreign liabilities, they certainly 
would have every right to expect a reasonable deal from the Governor in Council. 

Q. That may involve some change in the phraseology of the section, may 
it not. 


The CHAIRMAN: Gentlemen, we have had a very full discussion on this 
point. May we now put the question? 


Hon. Mr. Euter: I think I heard Dr. Clark say that the efficient working 
of a Central Bank requires centralization of all the gold in that Central Bank. 
Is that the case in other countries, for instance in England? 


The Witness: Yes. All of the reserves of the joint stock banks of England 
are two things, one, about 6 per cent of Bank of England notes, that is, the 
Central Bank notes, and about 44 per cent of balances with the Bank of England, 
a total cash reserve of about ten and a half per cent. 

Q. Have the chartered banks any gold at all?--A. No. The gold is all 


_ held by the Bank of England and there is a very clear understanding between 


the Bank of England and the government of England, that when England finally 
goes back to the gold standard the profit on the one hundred and ninety odd 
million pounds of gold which the Bank of England now holds will accrue to the 
government. 

[Mr. W. C. Clark] 
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By Mr. White (Mount Royal): 


Q. Can the chartered banks in England withdraw gold or obtain gold from 
the Bank of England?—A. There is a free gold market in England. They could 
obtain gold for export, for instance, but they do not hold gold in their reserves. 

Q. But they can withdraw bills in the Bank of England in gold? 


The Cuatrman: I would not think so. 


The Witness: They could for export purposes. There is a free gold 
market in England. 


By Mr. Duff: 
Q@. Did not the Bank of England pay the chartered banks the current 
market rates at the time they borrowed the gold from them?—A. Presumably 
they did, yes. 


By Mr. Geary: 


Q. Is there any way in which a $10 gold piece can be made to realize more? 
—A. The only way that I know is to sell it to somebody who is willing to break 
the laws of the country. 

Q. That is all I mean, legally? 


The CuamrmMaANn: Gentlemen, the question is on Section 27, (1), shall the 
subsection carry? 


Carried. 


(Consideration resumed of Bill 19.) 
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APEENDIX “ia 3 


Exuisirt 11 
SCHEDULE 
Column 1 Column 2} Column 3 {| Column 4 { Column5 {| Column 6 | Column7 j| Column 8 
Amount of Amount of 
Percent- Amount of First Amount of Second Total 
age Amount of First Deposit Second Deposit Deposit 
Name of Bank | under- Total Instalment | Cons. Deb. | Instalment | Cons. Deb. | Cons. Deb. 
written Loan June 22, Stock Dec. 1, Stock Stock 
1933 June 22, 1933 Dec. 1, 
1933 1933 
$ $ $ $ 3 $ 


Canadian Bank 
of Commerce... 17-54 | 10,524,000 | 6,139,000 } 10,230,000 } 4,385,000 | 7,310,000} 17,540,000 
The Dominion 
Bank? eee 4-68 2,808,000 | 1,638,000 | 2,730,000 | 1,170,000; 1,950,000 4,680, 000 
Banque Canadi- 
enne Nationale 2-50 1,500,000 875,000 | 1,460,000 625,000 | 1,040,000 2,500,000 


The Bank of Tor- 

Onto ssc ene 4-39 2,632,000 | 1,536,000 | 2,560,000 | 1,096,000; 1,827,000 4,387,000 
The Bank of 

Nova Scotia... 8-63 5,180,000 | 3,020,000 | 5,034,000 | 2,160,000 | 3,599,000 8, 633, 000 
Imperial Bank of 

Candace 4-39 2,632,000 | 1,536,000 | 2,560,000} 1,096,000} 1,827,000 4,387, 000 
The Royal Bank 

of Canada..... 20:47 | 12,280,000 | 7,163,000 | 11,938,000 | 5,117,000 | 8,529,000 | 20,467,000 


Bank of Montreal] 37-40 | 22,444,000 | 13,093,000 | 21,822,000 | 9,351,000 | 15,584,000 | 37,406,000 
100-00 | 60,000,000 | 35,000,000 | 58,334,000 | 25,000,000 | 41,666,000 | 100,000,000 


INAPDINIDIDS © (CO)? 


Exnuisir 12 
150E (10) 
Heap Orricr Bank or Montreat, MontTrEAL 


(Enclosure) 
Seventeenth August, 1933. 


Dear Sir,—With reference to the Prime Minister’s letter of 31st May, 1933, 
to Sir Charles Gordon in connection with a loan of $60,000,000 to be made by 
certain Canadian Banks to the Canadian Pacific Railway Company in which 
it was stated that as soon as arrangements between the Company and the Banks 
had been completed the requisite Order in Council would be passed guarantee- 
ing payment of the said loan of $60,000,000 with interest at 5 per cent per 
annum, payable semi-annually, I have to advise you that such arrangements 
have been completed. 

The Banks up to date have advanced to the Canadian Pacific Railway 
Company $35,000,000 against pledge of $58,334,000, Consolidated Debenture 
Stock of the Company and early in December will advance an additional 
$25,000,000 against a further pledge of $41,666,000 of the said Consolidated 
Debenture Stock, making total advances of $60,000,000 against the pledge of 
$100,000,000 of the Debenture Stock as set out in the enclosed schedule and in 
accordance with the stipulations in the Prime Minister’s letter aforementioned. 

I shall be obliged if you will, at your convenience, send me a draft of the 
proposed Order in Council which we would like to submit to the Company 
before it is actually passed. 

I am, yours very truly, 
W. A. BOG. 
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Exursir 13 
150 E (9) 


OFFICE OF THE Prime MINISTER or CANADA 


Ortawa, 31st August, 1933. 


Dear Mr. Boc,—I beg to acknowledge receipt of your letter of the 17th 
instant, which came along some days ago. 

A draft of the proposed Order in Council regarding a loan to the Canadian 
Pacific Railway Company has been prepared and, as you requested, I am in- 
closing herewith a copy of the same. I note that you would like to submit this 
to the Company and I hope that you will have consideration given to it as 
soon as possible and then write to the Prime Minister himself. 

You will see from the form of the Order in Council that our idea is that 
there should go with it an agreement covering all the details and conditions as 
understood between the Banks, the Railway Company, and the Government. 
When you are returning the enclosed, with such comments as you care to make, 
I think it would be helpful if you will, at the same time, advise the Prime 
Minister as to any views that the Banks may have regarding the form that the 
agreement should take. 

Yours sincerely, 


GEO. H. PERLEY. 
W. A. Boa, Esq., 
General Manager, 
Bank of Montreal, 
Montreal, P.Q. 


AEP ENDS © bh” 


Exursit 14 
150E-5 
Heap Orrick BANK oF MONTREAL, MONTREAL 


Twenty-eighth November, 1933. 


Dear Mr. Bennett,—With reference to our telephone conversation of 
to-day, the Canadian Pacific Railway Company have advised us that, out of 
the $35,000,000 advance made by the Banks on the 22nd June last, obligations 
amounting to $34,033,111 have been paid and that $994,500 has been reserved 
to meet rolling stock purchases due on the 30th of this month, making a total 
of $35,027,611. A list of these obligations is enclosed. 

As and when further obligations are retired we shall advise you. 


Yours very truly, 


JACKSON DODDS, 
General Manager. 
The Right Hon. R. B, Bennert, P.C., K.C., 
Prime Minister of Canada, 
Ottawa, Ont. 
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APPENDIX “F” 


Exursir 15 


CORN. 


150-D (1) 


List as mentioned in letter of 28th November, 1933 from Jackson Dodds, Esq., General Manager 
of the Bank of Montreal, to the Right Honourable R. B. Bennett, P.C., K.C., Prime Minister of Canada. 


PAYMENTS MADE IN DISCHARGE OF MATURING OBLIGATIONS SINCE MAY 3isr, 1933 


Plus Total in 

= — Currency Exchange | Canadian 

Currency 

$ $ $ 
May 31st |Instalments Rolling Stock Purchases............ U.S: “975,000 136, 500 ALT 500 
June 1st |Northern Alberta Railways Company Purchase.|Can. 2,500,000 }............ 2,500, 000 
June}22nd),|Bank of Montreal (oan) fa. 46 ie ee ee U.S. 7,500,000 328, 125 7,828, 125 
JuneZ2nd. banks of Montrealaloalnen eer ge ee Cant a (000000 | cc ee aoe 7,500, 000 
June 30th {Instalment Rolling Stock Purchases............. U.S. 2,000,000 151, 000 2,151,000 
July 1st }Northwestern National Bank of Minneapolis 
MW fof 5 «agar ater ene ies Ce er a Oa a a U.S. 500,000 38, 125 538, 125 
July 15th |Chase National Bank Loan::............/.../2/.|U.S8: 10,000;000 O11, 143"), A751; 143 
Aug. 29th |First National Bank, Chicago Loan............. U.S. 1,000,000 60,312 1,060,312 
Nov. Ist {First National Bank, Saint Paul Loan........... U.S. 400,000 16, 453 416, 453 
Nov. 1st }First National Bank, Minneapolis Loan..........}U.S. 400, 000 16, 453 416, 453 
Sz GGoO00R| 1, 208, liuude 34 Oona 
Reserved to meet Instalments Rolling Stock Purchases 
Nov? SOG eran oes eee cee Se Ae eee ae WES 9757000) 19, 500 994, 500 
Total ($23,750,000 U.S. 

10,000,000 Can. 33, (50,000 | 1,277,611 | 35,027,611 
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Exutsir 16 
150-E-1 


Heap Orrice Bank or MontreaL, MONTREAL 


Fifth December, 1933. 


Dear Mr. Bennett,—With reference to our letter of the 28th November 
regarding the obligations of the Canadian Pacific Railway Company which are 
to be repaid from the proceeds of the loan to the Company by eight of the 
Canadian Banks, and our undertaking to advise you as and when each obliga- 
tion is retired, we received the following letter to-day from Mr. E. E, Lloyd, 
Vice-President and Treasurer of the Company :— 

I have your letter of December 2nd, and this will confirm to you 
the fact that the obligations covering Rolling Stock Purchases, which 
were due on November 30th, amounting to $975,000, have been paid. 


They have also retired on the 1st December the loan from the Bank of 
Montreal of $5,000,000. 


I am, yours very truly, 


JACKSON DODDS, 
General Manager. 


The Right;Hon. RB. Bennett, P.C., K.C., 
Prime Minister of Canada, 
Ottawa, Canada. 
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APPENDIX ““H ” 
Bank oF MontrEAL 
March Ist, 1934 


Names of Directors of the Bank of Mont- Names of other Banks, firms, companies 
real—Address and Occupation of each. or corporations of which the Bank 
Director is a Director or Member. 
Sir Charles Gordon, G.B.E., Chairman of the Board and President— 
Bank of Montreal, Dominion Textile Company Limited. 
Head Office, Chairman of the Board— 
Montreal, Que. Penman’s Limited. 
President, Bank of Montreal. Chairman of the Canadian Board— 
Royal Exchange Assurance. 
President— 


Bank of Montreal. 

Dominion Glass Company Limited. 

Montreal Cottons Limited. 

The Royal Trust Company. 

Ritz Carlton Hotel Company Limited. 

Hillcrest Colleries Limited. 

Vice-President— 

Guarantee Company of North Ameri- 

ca. 
Director— 

Borden’s Limited. 

Montreal Light, Heat and Power Con- 
solidated. 

Paton Manufacturing Company, Ltd. 

St. Lawrence Corporation Ltd. 

Drummondville Cotton Co. Ltd. 

Sherbrooke Cotton Company Ltd. 

Canadian Pacific Express Company. 

Canadian Airways Limited. 

Dominion Steel & Coal Corpora- 
tion Limited. 

American Locomotive Company . 

Dominion Rubber Company Limited. 

Brinton-Peterboro Carpet Co. Ltd. 

Standard Life Assurance Company. 

Ogilvie Flour Mills Company Limited. 

United States Rubber Company. 

Montreal Locomotive Works Limited. 

Tuckett Tobacco Company Limited. 

Canadian Pacific Railway Company. 
(Member Executive Committee) 

Canadian Industries Limited. 

Canadian Bronze Company Limited. 


H. R. Drummond, Vice-President— 
Room 805, Drummond Bldg., Bank of Montreal. 
Montreal. The Royal Trust Company. 
Director— 


Canada & Dominion Sugar Co. Ltd. 
The Canadian Bag Company Ltd. 
Simmons Limited. 
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Names of Directors of the Bank of Mont- 
oe mest and Occupation of each. 
—Con. 


Major-General The Hon. S. C. Mewburn 
C.M.G 


Pigott Bldg., Hamilton, Ont. 
Barrister, of Messrs. Mewburn, Marshall 
& Jefferess. 


D. Forbes Angus, 
Room 403, Canadian Pacific Express 
Building, 
215 St. James St. West, 
Montreal. 


Lt.-Col. Herbert Molson, C.M.G., M.C., 
1670 Notre Dame St. East, 
Montreal. 

President, Molson’s Brewery Ltd. 


Harold Kennedy, 
1700 McGregor Street, 
Montreal. 
Retired. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Vice-President— 
Bank of Montreal. 
The Huron & Erie Mortgage Corpora- 
tion. 
2nd Vice-President— 
Mutual Life Assurance Company. 
Director— 
Royal Trust Company. 
Bell Telephone Co. of Canada. 
Canada Northern Power Company. 
Hamilton Bridge Company Ltd. 
Tuckett Tobacco Company. 
Canadian Dredge & Dock Co. Ltd. 
John Labatt, Limited. 
Economic Investment Trust Ltd. 
Steel Company of Canada Ltd. 
Borden’s Limited. 
Dominion Glass Company Ltd. 
Member of Partnership— 
Mewburn, Marshall & Jefferess. 


Chairman Board of Directors in Canada— 

The Standard Life Assurance Co. 
President— 

Guardian Insurance Co. of Canada. 
Director— 

Bank of Montreal. 

British Columbia Sugar Refining Com- 

pany Ltd. 

The VCanaaian Bag Co. Ltd. 

Intercolonial Coal Mining Co., Ltd. 

Rosamond Woollen Co. 

The Royal Trust Company. 
Trustee— 

Guardian Assurance Company. 


President— 
Molson’s Brewery Ltd. 
Standard Clay Products Ltd. 
Vice-President— 
Canadian Foreign Investment Cor- 
poration Ltd. 
Director— 
Bank of Montreal. 
Dominion Rubber Co. Ltd. 
Canadian Industries Ltd. 
The Roval Trust Company. 
Dominion Oilcloth & Linoleum Com- 
pany Ltd. 
Canadian Arena Co. Ltd. 
Liverpool London & Globe Assurance 
Co. (Canadian Director). 
Montreal City & District Savings 
Bank. 
Shawinigan Water & Power Co. 
Bell Telephone Co. of Canada. 
St. Lawrence Corporation Ltd. 
Canada Creosoting Co. 


Director— 
Bank of Montreal. 
Johnson’s Asbestos Company. 
Canadian Foreign Investments Cor- 
poration Ltd. 
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Names of Directors of the Bank of Mont- 
Boek a Nes and Occupation of each. 
==Con. 


The Honourable Henry Cockshutt, 
152 Dufferin Avenue, 
Brantford, Ont. 
President & Chairman— 
Cockshutt Plow Company Limited, 
Brantford. 


E. W. Beatty, Esq., K.C., 
Windsor Street Station, 
Canadian Pacific Railway Co., 
Montreal, Que. 
Chairman & President, Canadian Pacific 
Railway Company. 


Frederick Edmund Meredith, K.C., LL.D., 
D:@abe 
601—614 St. James Street, 
Mortreal, Quebec. 
Barrister, of Messrs. Meredith, Holden, 
Heward & Holden. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member. 


Con. 


President & Chairman— 
Cockshutt Plow Co. Ltd. 
Gypsum Lime & Alabastine (Canada) 
Limited. 
President— 
Frost & Wood Co. Ltd. 
Chairman & Director— 
National Sewer Pipe Company. 
Director— 
Canadian Pacific Railway Company. 
Lake Erie & Northern Railway. 
Bell Telephone Co. of Canada. 
The Royal Trust Company. 
Bank of Montreal. 
Canadian International 
Trust. 
Dominion Power & Transmission Co. 
International Nickel Co. 
of Canada. 
Member Canadian Advisory Board— 
Sun Insurance Office Limited. 


Investment 


Chairman & President— 
Canadian Pacific Railway Company. 
Chairman— 
Canadian Pacific Steamships Ltd. 
Vice-President— 
Canadian Airways Limited. 
Director— 
Canadian Pacific Railway Company 
and Subsidiaries. 
Bank of Montreal. 
The Roval Trust Company. 
Royal Exchange Assurance Company. 
Waldorf-Astoria Hotel Corporation. 
Sun me Assurance Company of Can- 
ada. 


Director— 
Canadian Pacific Steamships Ltd. 
- National Steel Car Corporation Ltd. 
The Roval Trust Company. 
Bank of Montreal. 
Montreal London & General Investors 
Limited. 
Standard Life Assurance Company 
(Canadian Board of Directors). 
Globe Indemnity Co. of Canada. 
Liverpool Manitoba Assurance Co. 
National Liverpool Insurance Co. 
Member of Partnership— 
Meredith, Holden, Heward & Holden. 
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Names of Directors of the Bank of Mont- 
real—Address and Occupation of each. 
—Con. 


The Hon. Thomas Ahearn, P.C., 
“Buena Vista”, 
Laurier Avenue West, 
Ottawa, Ont. 
President, Ottawa Light, Heat & Power 
Company, Limited. 


John Wilson McConnell, 
804 Canadian Pacific Express Bldg., 
Montreal. 
President, St. Lawrence Sugar Refin- 
eries, Limited. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 


Con. 


President— 
Ottawa Investment Company Ltd. 
Ottawa Land Association. 
ae be Manufacturing Company 
Ltd. 
Ottawa Gas Company. 
Ottawa Electric Company. 
Ottawa Light, Heat & Power Co. Ltd. 
Ottawa Electric Railway Company. 
Ottawa Traction Company Limited. 
Capital Mica Company Limited. 
Ahearn & Soper Limited. 
Ottawa Building Company Limited. 
Gas Accumulator Co. (Canada) Ltd. 
Vice-President — 
Wallace Realty Company Limited. 
Director— 
Canadian Westinghouse Company. 
Bell Telephone Co. of Canada. 
(Member Executive Committee). 
The Northern Electric Company. 
Guarantee Company of North America 
The Royal Trust Company. 
Bank of Montreal. 


President— 
St. Lawrence Sugar Refineries, Limited. 
Director— 
Bank of Montreal. 
Brazilian Traction Light & Power Co. 
Ltd. 
Montreal Light, Heat & Power Con- 
solidated. 
Ogilvie Flour Mills Co. Ltd. 
Sun Life Assurance Co. of Canada. 
Holt Renfrew & Co., Ltd. 
Dominion Rubber Co., Ltd. 
Canada Steamship Lines, Ltd. 
The Borden Co., New York. 
International Nickel Co. of Canada 
Limited. 
Dominion Bridge Co., Ltd. 
The Royal Trust Co. 
Canadian Liquid Air Co. Limited. 
Chairman of the Board— 
The Borden Co., Ltd., Canada. 


SELECT STANDING COMMITTEE 


Names of Directors of the Bank of Mont- 
ne aa and Occupation of each. 
—Con. 


William Allan Black, Esq., 
The Ogilvie Flour Mills, Co., Limited, 
Youville Place, Montreal. 
President, Ogilvie Flour Mills, Com- 
pany Limited. 


Arthur Osborne Dawson, LL.D., 
760 Victoria Square, 
Montreal. 
President, Canadian Cottons Ltd. 


William Norman Tilley, K.C., 
Star Building, 
80 King St. West, 
Toronto 2, Ont. 
Barrister, of Messrs. Tilley, Thomson 
& Parmenter. 


Sir Frederick Williams-Taylor, 
105 Eaton Square, 
London, 8.W. 1., 
Retired General Manager, Bank of 
Montreal. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 

President— ¢ 
Ogilvie Flour Mills Company Ltd. and 

Subsidiaries— 
Ogilvie Grain Company. 
Seaforth Milling Company, 
Tree Line Navigation Co. 
Glenora Securities Co. 
Dunkeld Securities Co. 
Corporation). 
Manitoba Cold Storage Co. 
St. Lawrence Investment & Trust Co. 

Chairman— 

Consolidated Bakeries of Canada Ltd. 

Vice-President— 

Canadian Foreign Investment Corpor- 
ation Ltd. 

Director— 

Belding-Corticelli Limited. 

Canadian Cottons Limited. 

Canadian Pacific Railway Company. 

Consolidated Mining & Smelting Co. 

Dominion Textile Company Ltd. 

Bank of Montreal. 

Drummondville Cotton Co. Ltd. 
(Subsidiary Dominion Textile Co. 

Limited). 

The Royal Trust Company. 

George Fuller Co. of Canada Ltd. 

Wilsils Limited. 


President— 
Canadian Cottons, Limited. 
Cornwall & York Cotton Mills Co. Ltd. 
Belding-Corticelli Limited. 
Dominion Woollens & Worsteds Ltd. 
Director— 
Manufacturers Mutual Fire Insurance 
Co., Providence, R.I1. 
Crown Trust Company. 
Anglin-Norcross Limited, 
Citadel Brick Limited, Quebec, P.Q. 
MeFarren Limited, F.B., Toronto. 
Bank of Montreal. 


Director— 
Bank of Montreal. 
Canadian Pacific Railway Company. 
(Member Executive Committee). 
Canada Life Assurance Company. 
The Royal Trust Company. 
Minneapolis, St. Paul & Sault Ste. 
Marie Railway Company. 
Member of Partnership— 
Tilley, Thomson & Parmenter. 


(Personal 


Director— 

Bank of Montreal. 

The Liverpool & London & Globe In- 
surance Company (Montreal 
Board). 

The Royal Trust Company. 

Dominion Textile Co. Ltd. 

Montreal London & General Investors 
Limited. 

Liverpool Manitoba Assurance Co. 
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Names of Directors of the Bank of Mont- 
a a and Occupation of each. 
—Con. 


The Hon. Patrick Burns, 
Michael Building, 
Corner 9th Ave. & 3rd St. W., 
Calgary, Alta. 
vortey of Board, Burns & Co. Lim- 
ited, 


Ross Huntington McMaster, 
525 Dominion Street, 
Montreal. 
President, The Steel Co. of Canada 
Limited. 


C. F. Sise, 
1050 Beaver Hall Hill, 
Montreal. 
President, Bell Telephone Co. of Canada. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
—Con. 


Chairman of the Board— 

Burns & Company Limited. 
President— 

Burns Foundation Limited. 

P. Burns Ranches Limited. 

P. Burns Holdings Limited. 

P. Burns Agencies Ltd. 

P. Burns Coal Mines Limited. 

Calgary & Southwestern Railway Co. 

Southwestern Construction Co. Ltd. 
Director— 

Calgary & Edmonton Corporation Ltd. 

Metals Limited. 

Bank of Montreal. 

Dominion Bridge Company Limited. 

Imperial Life Insurance Company. 


President— 
The Steel Company of Canada Ltd. 
Vice-President & Director— 
Dominion Glass Co. Ltd. 
Director— 
Canada Steamship Lines Limited. 
Bank of Montreal. 
Canadian Bronze Co., Ltd. 
Canadian Industries Ltd. 
Canadian Pacific Railway Company. 
Canadian Pratt & Whitney Aircraft 
Company Ltd. 
Consolidated Mining & Smelting Co. 
of Canada Ltd. 
Consolidated Paper Corporation. 
Dominion Bridge Company. 
Dominion Rubber Company Ltd. 
Northern Electric Company, Ltd. 
The Royal Trust Company. 
Sun Life Assurance Co. of Canada. 


President— 
Bell Telephone Co. of Canada. 
North American Telegraph Co. 
Director— 
Consolidated Paper Corporation. 
London & Scottish Assurance Co. 
one Telegraph and Telephone 


0. 

Montreal, London & General Invest- 
ors Limited. 

Montreal Telegraph Company. 

Mutual Life Assurance Co. of Canada. 

Northern Electric Co. 

Northern Assurance Co. 

The Royal Trust Company. 

Bank of Montreal. 


SELECT STANDING COMMITTEE 


THE BANK OF NOVA SCOTIA 


Names of Directors of the Bank of Nova 
Scotia—Address and Occupation of 
each —Con. 


Birks, W. M., 
Montreal, Que. : 
President, Henry Birks & Sons, Limited. 


Blackburn, Russell, Ottawa, Ont. 
Retired Lumberman. 


Bryson, Honourable George, 
Fort Coulonge, Que. 
Lumberman. 


Ellsworth, A. L., Toronto, Ont. 
President, British American Oil Co. 
Ltd. 


Braser, J. B:, Ottawa, Ones 
Lumber Merchant. 


Fraser, J. Fred., 
Halifax, N'S., 
Merchant. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


President— 
Henry Birks & Sons Limited. 
Director— 
Birks, Ellis, Ryrie Ltd. 
National Trust Company Ltd. 
Sun Life Assurance Co. of Canada. 
Birks-Dingwall Limited, Winnipeg. 


President— 
R. L. & R. Blackburn Limited. 
Vice-President— 
Blackburn Brothers Limited. 
Partner— 
Gales & Company. 
Member, Ottawa Advisory Board— 
Toronto General Trusts Corporation. 


Partner— 
Fraser & Company. 
Director— 
Ottawa River Forest Protective Asso- 
clation Ltd. 
Coulonge & Crow River Improvement 
Co. 


President— 
British American Oil Co. Ltd. 
British American Oil Refineries Ltd. 
British American Oil Producing Co., 
Wichita Falls, Texas. 
Toronto Pipe Line Company, 
Wichita Falls, Texas. 
Toronto Iron Works Limited. 
Service Stations Limited. 
Director— 
Noranda Mines Limited. 
Canadian Copper Refineries Ltd. 
Maple Leaf Gardens Ltd. 
Securities Holding Corporation Ltd. 
Chartered Trust and Executor Co. 


President— 
J. B. Fraser Limited. 
Director— 
Upper Ottawa Improvement Co. Ltd. 
Ottawa River Forest Protective Asso- 
ciation Limited. 
Partner— ; 
Fraser & Company. 


President— 
Island Cold Storage Co. Ltd. 
Director— 
Nova Scotia Savings, Loan and Build- 
ing Society. : 
Mutual Life Assurance Co. of Canada. 
Stanfields Limited. 
Acadia Trust Company. 
Partner— 
Davis & Fraser. 


BANKING AND 


Names of Directors of the Bank of Nova 
Scotia—Address and Occupation of 
each —Con. 


Gordon, Hon. George, 
North Bay, Ont. 
Lumberman. 


Maclaren, Alexander, 
Buckingham, Que. 
Lumberman. 


McCarthy, Leighton, K.C., 
Toronto, Ont. 
President, Canada Life Assurance 
Company. 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


President— 
George Gordon & Co. Ltd. 
Sturgeon River Improvement Co. Ltd. 
Upper Ottawa Timber Co. Ltd. 
Cache Bay Stores Ltd. 
Vice-President— 
AC .B.Gordon, & iGo. Ltd. 
Petewawa Lumber Co. Ltd. 
Director— 
Cochrane Dunlop Hardware Ltd. 
Driving & Boom Co. Ltd. 
National Grocers Co. Ltd. 
Searchmont Lumber Co. Ltd. 
Sherritt Gordon Mines Ltd. 
Dominion Explorers Ltd. 
Temagami Timber Co. Ltd. 
Coulonge Timber Co. Ltd. 
Smoky River Timber Co. Ltd. 
Montreal River Timber Co. Ltd. 
Partner— 
Fraser & Company. 


President— 
The Yale Development Company. 
Vice-President— 5 
Maclaren Co. Ltd., The James. 
Maclaren Quebec Power Co., The. 
Maclaren Power & Paper Co. 
Director— 
Toronto General Trusts Corporation. 
River Lievre Navigation Co. Ltd., The. 
Fourth Canadian General Investment 
Trust Limited. 


President— 
Canada Life Assurance Company. 
Prudent Securities Limited. 
Muskoka Mill & Lumber Company. 
Vice-President— 
Toronto Savings & Loan Co. Ltd. 
Duke-Price Power Co. Ltd. 
Canadian National Carbon Co. Ltd. 
Prest-O-Lite Co. of Canada, Ltd. 
Dominion Oxygen Co. Ltd. 
Union Carbide Co. of Canada Ltd. 
Electro Metallurgical Co. of Canada 
Limited. 
Dominion Mines & Quarries Ltd. 
Electric Furnace Products Co. Ltd. 
Aluminium Limited. 
Aluminum Company of Canada Ltd. 
Demerara Bauxite Co. Lid. 
Central Canada Loan & Savings Co. 
The National Trust Company Ltd. 
Saguenay Transmission Co. Ltd. 
Alma and Jonquiere Railway Co. 
Director— 
Maple Leaf Gardens Ltd. 
Member of Firm— 
McCarthy & McCarthy. 


976 SELECT STANDING COMMITTEE 


Names of Directors of the Bank of Nova 
Scotia—Address and Occupation of 
each.—Con. 


McCurdy, Hon ty Ba eee 
Halifax, N.B. 
Finance. 


McInnes, Hector, KC., 
Halifax, NS. 
Barrister-at-Law. 


McLeod, J. A., 
Toronto, Ont. 
President, The Bank of Nova 
Scotia. 


Moore, S. J., 
Toronto, Ont. 
President, Moore Corporation 
Limited. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


President— 
Trinidad Electric Company Ltd. 
Halifax Fire Insurance Company. 
Eastern Trust Company. 
Trinidad Consolidated Telephones Ltd. 
Chronicle Company Ltd., Halifax. 
Director— 
Canadian General Electric Co. Ltd. 
Famous Players Canadian Corporation 
Limited. 


President— 
Nova Scotia Savings Loan & Building 
Society. 
Vice-President— 
Halifax Fire Insurance Co. 
Director— 
Brandram-Henderson Ltd. 
Hollins eae Whitney of Canada 
td. 
North American Life Assurance Co. 
Chairman, Board of Governors— 
Dalhousie University. 


Director— 
National Trust Company Ltd. 
Canada Life Assurance Company. 
Toronto Savings & Loan Company. 
Empire Realty Company Ltd. 


President— 
Moore Corporation Limited. 
American Sales Book Co. Ltd. 
(Subsidiary of Moore Corporation 
Ltd.) 
Gilman Fanfold Corporation Ltd. 
(Subsidiary of Moore Corporation 
Ltd.) 
F. N. Burt Company Limited 
Borden’s Limited 
Permanent Securities Limited 
Manifold Securities Limited. 
Vice-President— 
Imperial Life Assurance Company of 
Canada. 
Chairman— 
Pacific Manifolding Book Co. Ltd. 
(Subsidiary of Moore Corporation 
Ltd.) 
City Dairy Company Ltd. i 
(Subsidiary of Borden’s Limited 
Director— 
Drimilk Company Limited 
(Subsidiary of Borden’s Limited) 
Toronto General Trusts Corporation 
Limited. 
Home & Foreign Securities Limited. 
Toronto Brick Company Limited. 
Northern Ontario Building Limited. 
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Names of Directors of the Bank of Nova Names of other Banks, firms, companies 


Scotia—Address and Occupation of or corporations of which the Bank 
each.—Con. Director is a Director or Member.— 
Con. 
Ross, Honourable W. D., President— 
Toronto, Ont. Scotia Company Limited. 
Finance. Northern Ontario Building Ltd. 
Director— 
Northern Mexico Power & Develop- 
ment Co. Ltd. 


Hamilton United Theatres Ltd. 
Canadian General Electric Co. Ltd. 
International Power Company, Ltd. 
Burlington Steel Company Ltd. 
Alberta Land Syndicate. 

Continental Land Corporation, Ltd. 
Continental Securities Corporation 


Ltd. 
Chairman— 
Puerto Rico Power Co. Ltd. 
Smith, O. E., President— 
Halifax, NS. Maritime Telegraph & Telephone Co. 
Merchant, Ltd. 


Atlantic Utilities Limited. 
Vice-President— 
pidad Consolidated Telephones 
Ltd. 
Eastern Canada Savings & Loan Co. 
Eastern Trust Company. 
Director— 
North Atlantic Fisheries Ltd. 
Acadia Sugar Refining Co. Ltd. 
Canadian International Investment 
Trust Ltd. 
International Power Company Ltd. 
Island Telephone Co. Ltd. 


Partner— 
J. E. Morse & Company, Halifax. 
Smith, Sidney T., President— 
Winnipeg, Man., Smith-Murphy ‘Company Ine. 
Grain Merchant. Reliance Grain Company Ltd. 


Province Elevator Co. Ltd. 

Alliance Grain Company Ltd. 

Smith, Murphy and ‘Milroy Ltd. 
Director— 

Ogilvie Flour Mills Co. Ltd. 

Northern Trust Company. 

Lake Shippers Clearing Association. 

Winnipeg Grain and Produce Clear- 

ing Association. 


Starr, F. P., Saint John, N.B., President— 
Coal Merchant. Turnbull Real Estate Co. Ltd 
Starr Limited, R.P. & W.F. 
Vice-President— 
Admiral Beatty Hotel Co. Ltd. 
Cornwall & York Cotton Mills Ltd. 
Director— 
Pender & Co. Ltd., James. 
Director & Chairman of Local Board— 
Eastern Trust Company. 


Worm, ilo, diy (Om 10) Hs Ds Director— 
Halifax, N'S., Eastern Trust Company, The 
Retired. 


82684—62 
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SELECT STANDING COMMITTEE 


Names of Directors of the Bank of Nova 
Scotia—Address and Occupation of 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Member— ; 
Saint John Advisory Committee of 
The Eastern Trust Company. 


each —Con. 
White, W. W., 
Saint John, N.B., 
Surgeon. 
THE BANK OF TORONTO 
as of Ist March, 1934 
Names of Directors of the Bank of 


Toronto—Address and Occupation of 
each. 


W. G. Gooderham, President, 
Toronto, Ont., 
Gentleman. 


John R. Lamb, Vice-President, 
Toronto, Ont., 
Vice-President, Bank of Toronto. 


William Stone, 
Toronto & Ingersoll, Ont., 
Gentleman. 


Col. A. E. Gooderham, 
Toronto, Ont., 
Gentleman. 


Brig.-Gen. F. S. Meighen, 
Montreal, Que., 
Manufacturer. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member. 


President— 
Canada Permanent Mortgage Cor- 
poration. 
Canada Permanent Trust Company. 
Manufacturers Life Insurance Com- 
pany. 


Director— 
Canadian Liquid Air Company Lim- 
ited, Montreal. 
Dominion & Anglo Investment Corpn. 
Ltd., Toronto. 


Director— 
Canada Permanent Mortgage Cor- 
poration. 
Canada Permanent Trust Company. 
A. W. Chase Coy. Ltd. 
Manufacturers Life Insurance Com- 


pany. 
Chairman of Board— 
Wm. Stone Sons Limited, Ingersoll. 


Director— 
British American Oil Company Lim- 
ited. 
Casualty Company of Canada. 
2nd Vice Pres.— 
Canada Permanent Mortgage Corp- 
oration. 
2nd Vice Pres — 
Canada Permanent Trust Company. 
President— 
Dominion of Canada General Insur- 
ance Company. 


Director— 
Aldred Investment 
(Canada) Montreal. 
Canadian Pacific Railway Company. 
Canada North West Land Company, 
Limited. 
President— 
Inter-City Baking Company, 
ited. 
Inter-City - Western Bakeries 
ibhede™ 
Lake of the Woods Milling Com- 
pany, Limited, Montreal. 
New Brunswick Railway Company 


Corporation 


Lim- 


Lim- 
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Names of Directors of the Bank of 
Toronto—Address and Occupation of 
each_—Con. 


Col. Wm. I. Gear, 
Montreal, Que., 
Gentleman. 


Paul J. Myler, 
Hamilton, Ont., 
Manufacturer. 


Archibald H. Campbell, 
Toronto, Ont., 
Gentleman. 


John J. McFarland, 
Calgary, Alta., 
General Manager. 


Eon, Jas: DY Chaplin, MP. 
St. Catharines, Ont., 
Manufacturer. 


Thomas F. How, 
Toronto, Ont., 
Gentleman. 


$2684—624 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Chairman of Board— 
Cassidy’s Limited. 
President— 
Crown Trust Company. 
William I. Gear, Son & Company, 
Incorporated, Montreal. 
Vice-Pres.— 
Keewatin Flour Mills 
Limited. 
Director— 
Wabasso Cotton Company, Limited. 


Company, 


President & Chairman— 
Canadian Westinghouse 
Limited. 
Vice-Pres— 
Landed Banking & Loan Company. 
Director— 
The Toronto General Trusts Cor- 


Company, 


poration. 
Director— 
Consumers’ Gas Company of Tor- 
onto. 
The Toronto General Trusts Corpor- 
ation. 
Director— 


Burns & Company, Limited. 
President— 

Imperial Motors Limited. 
Director— 

Manitoba Bridge and Iron Works. 

Metals, Limited. 


President— 
Mutual Acceptance Corporation, 
Limited. 
Director— 


MecDougall-Segur Exploration Com- 
pany of Canada Limited. 


Director— 
T. G. Bright Company, Limited. 
J. M. Consolidated Mines Limited, 
Toronto. 
Hayes Wheels and Forgings Lim- 
ited. 
The Utica Mines Company. 
President— 
Welland Vale Manufacturing Com- 
pany, Limited. 
Director— 
Canadian General Rubber Company, 
Limited. 
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Names of Directors of the Bank of 
Toronto—Address and Occupation of 
each.—Con. 


Frederick K. Morrow, 
Toronto, Ont., 
Financier. 


Harvey B. Henwood, 
Toronto, Ont., 
General Manager 


J. Douglas Woods, 
Toronto, Ont., 
Manufacturer, 


Names of other Banks, firms, companes 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Trustee— 
Canadian National Railways. 
Director— ee 
Christie Brown & Company, Limited. 
Consolidated Bakeries of Canada, 
Limited, 
President— 
Essa Securities Limited. 
Director— 
Federal Fire Insurance Company. 
Fairchild Aircraft Limited. 
Hiram-Walker Gooderham & Worts 
Limited. 
Maple Leaf Gardens. 
Massey-Harris Company Limited, 
The Ogilvie Flour Mills Company 
Limited. 
Robinson Consolidated Cone Com- 
pany, Limited. 
Vice-President— 
Toronto Elevators Limited. 
Chairman— 
Wilsil Limited, Montreal. 


Director— 
Crown Trust Company. 
Manufacturers Life Insurance Com- 
pany. 


Director— 

Dupont Textile Limited. 

Gore District Mutual Fire Insurance 

Company. 

President— 

Harvey Knitting Company Limited 

Hosiers Limited. 
Director— 

A. T. Reid & Company Limited. 

Toronto Hosiery Company, Limited. 
President— 

J. D. Woods & Company Limited. 
Director— 

Woods & Walker Limited. 
President— 

Woods Underwear Company Limited. 

York Paper Box Company Limited 
Vice-President— 

York Knitting Mills Limited. 
President— 

Zimmerknit Company Limited. 


Names of Directors of the Bank of 
Toronto—Address and Occupation of 
each—Con. 


George Kidd, 
Vancouver, B.C., 
Gentleman, 


Aubrey Davis, 
Newmarket, Ont. 
Manufacturer. 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


President— 
All-Canadian Investment Corporation 
Limited. 
Director— 
B.C. Power Corporation Limited. 
British Columbia Packers Limited. 
B.C. Pulp & Paper Company, Lim- 
ited. 
Vice-President— 
Bralorne Limited. 
Bradian Mines Limited. 
Director— 
Granville Properties Limited. 
President— 
Huntting Merritt Lumber Company, 
Limited, 
Director— 
Home Oil Distributors Limited. 
Hayes Manufacturing Company Lim- 
ited. 
McLennan, McFeely & Prior Limited. 
President— 
Vancouver Parts Company Limited. 
Director— 
Waghorn Gwynn & Company Lim- 
ited. 
President— 
Yorkshire Savings & Loan Associa- 
tion. 
Director— 
Te & Pacific Securities Lim- 
ited. 
Yorkshire & Canadian Trust Limited. 


Vice-Pres— 
Davis Leather Company, Limited. 


LA BANQUE PROVINCIALE DU CANADA 


Names of Directors of La Banque Provin- 
ciale du Canada. 


Mr. S. J. B. Rolland, 


Mr. H. Gérin-Lajoie, K.C., 


Mr. Alph. Raymond, 


Names of other Banks, firms, companies 
or corporations of which the Bank 
director is a Director or member. 


President— 

Provincial Bank of Camada. 
Vice-Presiident— 

Pacific Dairies Ltd., Saint John, N.B. 
Director— 

Trans-Canada Ins. Co., Montreal, 

Administration & Trust Society, Mont- 

real. 

J. B. Rolland & Fils, Montreal. 
Chairman of the Board— 

Rolland Paper Box Co. Ltd. 


1st Vice-President— 
Provincial Bank of Canada. 


2nd Vice-President— 
Provincial Bank of Camada. 
Director— 
Catelli Macaroni Products Corp. Ltd., 
Montreal. 
Administration & Trust Society, Mont- 
real. 


SELECT STANDING COMMITTEE 


Names of Directors of La Banque Pro- 
vinciale du Canada—Con. 


Mr. Oscar Dufresne, 


Mr. Joseph Sirois, N.P., 


Mr. L. J. Codére, 


Mr. Charles A. Roy, 


Mr. Alfred Lambert, 


Mr. Geo. A. Savoy, 


Names of other Banks, firms, compames 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director— 
Provincial Bank of Canada. 
Sun Trust Company, Montreal. 
President— 
Dufresne & Locke Limited, Montreal. 
Dufresne Construction Co. Ltd., Mont- 
real. 
Librairie Beauchemin Limitée, Mont- 
real. 


Director— 
Provincial Bank of Camadia. 
Administzation & Trust Society, Mont- 
real. 
Catelli Macaroni Products Corp. Ltd., 
Montreal. 


Director— 
Provincial Bank of Canada. 


Director— 
Provincial Bank of Canada. 
Administration & Trust Society, Mont- 


real. 
La Sauvegarde Ass. Co., Montreal. 


Director— 
Provincial Bank of Canada. 
President— 
Alfred Lambert Limitée, Montreal. 
Acton Rubber Co., Acton Vale, P.Q. 
Acton Shoe Co., Acton Vale, P.Q. 
Director— 
Canada Accident & Fire Ass. Co., 
Montreal. 


Director— 

Provincial Bank of Canada. 
President— 

es ues Book Co. Ltd., St-Jean, 


THE CANADIAN BANK OF COMMERCE 


Names of Directors of The Canadian 
Bank of Commerce, with address and 
occupation. 


Aird, Sir John, 
President— 
The Canadian Bank of Commerce 
25 King Street West 
Toronto, Ont. 


Names of Other Banks, Firms, Companies 
or Corporations of which the Direc- 
tor is a Director or Member. 


Director— 
Brazilian Traction Light & Power Co. 
Ltd. 
British America Assurance Company. 
Canadian Westem Lumber Co. Ltd. 
Policy Holders’ Director—Imperial Life 
Assurance Company. 
National Trust Company Limited. 
Western Assurance Company. 
Western Canada Flour Mills Co. Ltd. 


aa 
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Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Allan, George William, 
Lawyer 
Victory Building 
333 Main Street 
Winnipeg, Man. 


Ambrose, Howard Sudlow— 
Manufacturer, The Tuckett Tobacco 
Company Limited, Hamilton, Ont. 


Auld, Alexander Rennie— 
Merchant, 34 Wellington Street West, 
Toronto, Ont. ; 


Bickell, John Paris— 
President, McIntyre Porcupine Mines 
Ltd., 15 King Street West, To- 
ronto, Ont. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Senior Partner— 

Allan, Laird, Davis, Haffner & Hob- 
kirk; Allan, Patton, MacInnes & 
Milne. 

President— 

G. W. Allan Farming Company Ltd. 
Allan Securities Company Limited. 
Beaver Fire Insurance Company. 

Director— 

Beaver Lumber Company Limited. 

British American Oil Company Ltd. 

Canada Cement Company Limited. 

Canada Permanent Montgage Corpo- 
ration. 

Canada Permanent Trust Company. 

Dominion Bridge Company Limited. 

President— 

Great West Life Assurance Company. 

Guarantee Company of North Amer- 
ica. 

Home Investment & Savings Associa- 
tion. 

Director and Chairman of Canadian Com- 
mittee—Hudson’s Bay Company and 
Subsidiaries. 

Member of London Committee—Hudson’s 
Bay Company and subsidiaries. 

Director— 

Lake of the Woods Milling Company 
Limited. 

National Trust Compay limited. 

Northem Mortgage Company. 

Northen Trusts Company. 

Member of Canadian Advisory Board— 
Patriotic Assumance Co. Ltd. 

Member of Canadian Advisory Board— 
Planet Assurance Co. Lid. 

Chairman of Advisory Board of Directors 
for Camada of Sun Insurance Office 
Limited. 

Director— 

The Massey-Harris Company Limited. 


President and General Manager—The 
Tuckett Tobacco Co. Limited and 
subsidiaries. 


Director—Consumers’ Gas Company. 
President—Nisbet & Auld Limited. 


President— 
Castle-Tretheway Mines Limited. 
Hamilton United Theatres Limited. 
Director— 
The International Nickel Co. of Can- 
ada Limited. 
The Imperial Life Assurance Co. of 
Canada. 
President—MclIntyre 
Limited. 
Senior Partner—Thomson & McKinnon 
(Members of New York Stock 
Exchange). 


Porcupine Mines 
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Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Colby, Charles William— 
Vice-President, Aldred & Company, 
"OE Pine Avenue West, Montreal, 
ue. 


Cowan, Frederick William— 
Retired, 160 Teddington Park Blvd., 
Toronto, Ont. 


Cox, Herbert Coplin— 
Retired, “ Ennisclare,’ Oakville, Ont. 


Edwards, Gordon Cameron— 
Retired, Room 505, Victoria Bldg., 140 
Wellington Street, Ottawa, Ont. 


Flavelle, Sir Joseph— 
Chairman of the Board, The Canadian 
Bank of Commerce, 25 King 
Street West, Toronto, Ont. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Vice-President— 

Aldred & Company. 

Asbestos Corporation Limited. 
Director— 

Dominion Stores Limited. 

Dominion Wire Rope Company. 
Vice-President—Goulds Pump, Ine. 
Director— 

Moore Corporation, Ltd., and Subsi- 

diaries. 
Remington Rand, Incorporated. 


(No other Directorates). 


Vice-President—British America 
ance Company. 
Chairman of the Board—Canada Life As- 

surance Company. 
Director—Canadian General 
_ Company Limited. 
Vice-President— 
Central Canada Loan & Savings Com- 
pany. 
National Trust Company Limited. 
President—Toronto Savings & Loan Com- 
pany Limited. 
Vice-President—Western Assurance Com- 
pany. 


Assur- 


Electric 


Director— 
Borden’s Limited. 
Canada Cement Company Limited. 
cane Foundries & Forgings Lim- 
ited. 
Canadian Airways Limited. 
Canadian Canners Limited. 
President—W. C. Edwards & Company 


Limited. 

Director—Standard Paving and Materials 
Limited. 

President—Victoria Realty Corporation 
Limited. 


Director—Watson and Todd Limited. 


President—Canadian Marconi Company. 
Chairman of the Board—National Trust 
Company Limited. 
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Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Fuller, Henry Jones— 
Manufacturer, 40 Wall Street, New 
York City, N.Y. 


Gow, Colonel Walter— 
Lawyer, Blake Lash Anglin & Cassels, 
25 King Street West, Toronto, 
Ont. 


Hutenison, William Watson— 
Retired, 2162 Sherbrooke Street West, 
Montreal, Que. 


Jones, Frank Perey— 
Retired, Room 324, Canada Cement 
Bldg., Montreal, Que. 


Kirkpatrick, Alexander Mainwaring Mor- 
ris— 
Insurance Underwriter, 15 Toronto St., 
Toronto, Ont. 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director—Canada Cement Company Lim- 
ited. 
Chairman—Canadian Fairbanks-Morse 

Company Limited. 
Director— 
Canadian Ingersoll-Rand. 
First National Old Colony Corpora- 
tion, Boston. 
Gillette Safety Razor Company. 
National Trust Company Limited. 
Page-Hersey Tubes Company Lim- 
ited. 
Remington Rand Company. 
Chairman of the Board—Rolls-Royce 
Company of America. 
Director— 
Savage Arms Company. 
The Shawinigan Water & Power Com- 
pany. 


Partner—Blake Lash Anglin & Cassels. 
Director— 
Barcelona Traction Light & Power 
Company. 
Brazilian Traction Light & Power 
Company and subsidiaries. 
Canadian International Light & Power 
Investment Limited. 
Mexican Light & Power Company. 
Mexico Tramways Company. 


Director— 
Catelli Macaroni Products Corpora- 
tion Ltd. 
International Paints (Canada) Lim- 
ited. 
Stewart & Wood Limited. 


Director— 
Canada Cement Company Limited. 
Canadian General Investments Lim- 
ited. 
President—Consumers 
Limited. 
Director— 
Massey-Harris Company Limited. 
National Breweries Limited. 
Ontario Steel Products. 


Glass Company 


Director—Economic Investment Trust 
Limited. 
Vice-President—Toronto Mortgage Com- 


pany. 


986 SELECT STANDING COMMITTEE 


Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Lash Miller— 
Lawyer, 25 King Street West, Toronto, 
Ont. 


Logan, Sydney Henry— 
General Manager, The Canadian Bank 
of Commerce, 25 King Street 
West, Toronto, Ont. 


Mackenzie, Sir Alexander— 
Retired, Villa Benivieni, Via Bene- 
detto da Maiano, Florence, Italy. 


MacMillan, Harvey Reginald— 
Exporter, H. R. MacMillan Export 
Co. Ltd., Metropolitan Building, 
Vancouver, B.C. 


McLean, James Stanley— 
Manufacturer, Canada Packers Lim- 
ited, Union Stock Yards, Toronto, 
Ont. 


Morrow, George Andrew— 
President, Imperial Life Assurance 
Company, 26 King Street East, 
Toronto, Ont. 


Phin, William Egerton— 
Contractor, 12 Ravenscliffe Ave., Ham- 
ilton, Ont. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Partner—Blake, Lash, Anglin & Cassels. 
Vice-President—Barcelona Traction Light 
& Power Co. Lid. 
President—Brazilian Traction Light & 
Power Co. Ltd. and subsidiaries. 
Director—British America Assurance Com- 
pany. 
Chairman— 
Canadian International Light & Power 
Investments Limited. 
Mexican Light & Power Co. Ltd. 
Mexico Tramways Company. 
Director— 
National Trust Company Limited. 
Société Internationale d’Energie 
Hydro Electrique. 
Western Assurance Company. 


Director—Toronto Savings & Loan Co. 
Ltd. 


Director—Brazilian Traction Light & 
Power Co. Ltd. and subsidiaries. 


President— 
British Columbia Packers Limited. 
H. R. MacMillan Export Co. Ltd. and 
subsidiaries. 


President—Canada Packers Limited and 
subsidiaries. : 
Director—Confederation Life Association. 


Vice-President— 
British America Assurance Company. 
Burlington Steel Company Limited. 
Central Canada Loan & Savings Com- 


a IS : 
President—Imperial Life Assurance Com- 


__ ey : : 
Director—National Trust Company Lim- 
ited. 
Vice-President—Western Assurance Com- 
pany. 
Director—Toronto Savings & Loan Co. 
Ltd. 


Chairman of Board—Canadian Dredge & 


Dock Company Limited. 
Vice-President—Guelph & Ontario Invest- 
ment & Savings Society. 

President—Guelph Trust Company. 
Director— 
Hamilton Bridge Company Limited. 
sey Steel Car Corporation Lim- 
ited. 
Tuckett Tobacco Company Limited. 
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Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Pitblado, Isaac— 
Barrister, Bank of Hamilton Chambers, 
395 Main Street, Winnipeg, Man. 


Raymond, Donat, The Hon. 
Senator, 360 St. James Street, Mont- 
real, Que. 


Richardson, James Armstrong— 
Grain Merchant, Jas. Richardson & 
Sons Ltd., Grain Exchange, Win- 
nipeg, Man. 


Riley, William Pitt— 
Wholesale Grocer, Western Grocers 
Limited, 116 Market Street East, 
Winnipeg, Man. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director— 
Blue Ribbon Corporation Limited. 
Lake of the Woods Milling Co. Ltd. 
Mutual Life Assurance Co. of Canada. 
Partner—Pitblado, Hoskin & Company. 
Director—Toronto General Trusts Cor- 
poration. 


Dar Gia aimnoe Glass Company Lim- 
ited. 
Policy Holders’ Director—Imperial Life 
Assurance Company. 
Director— 
National Breweries Limited. 
Title Guarantee & Trust Corporation. 
Fire Insurance Co. of Canada. 
Borden’s Limited. 
Canadian-International Paper Com- 
pany Limited. 
Trust General du Canada. 


President— 
Acme Manufacturing Co. Ltd. 
Canadian Airways Limited. 
Director— 
Canadian General Electric Co. Ltd. 
Canadian Board of Royal Exchange 
Assurance of London, Eng. 
Canadian Pacific Railway. 
Canadian Vickers Limited. 
Great West Life Assurance Company. 
Vice-President—Guardian Realty Co. of 
Canada, Ltd. 
Director— 
Hamilton Bridge Co. Ltd. 
International Nickel Co. of Canada, 
Ltd. 
National Trust Co. Ltd. 
President—James Richardson & Sons Ltd. 
and subsidiaries. 
Director—Valley Camp Coal Company, 
Cleveland, O. 
Member Canadian Committee—Hudson’s 
Bay Company. 


Director, Winnipeg Committee— 
Great West Life Assurance Company. 
Toronto General Trusts Corporation. 
President—Western Grocers Limited. 


SELECT STANDING COMMITTEE 


Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


Russell, Thomas Alexander— 
Manufacturer, 1209 King Street West, 
Toronto, Ont. 


Shaughnessy, The Rt. Hon. Lord— 
Lawyer, Canada Cement Building, 
Montreal, Que. 


Stuart, John— 
Manufacturer, 141 West Jackson Blvd., 
Room 1900, Chicago, IIl. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director— 
Beauharnois Power Corporation Ltd. 
and _ subsidiaries. 
Canada Cement Company Limited. 
President— 
Canada Cycle & Motor Company, 
Limited. 
Canadian Acme Screw & Gear Lim- 
ited. 
Director— 
Canadian International Paper Co. Ltd. 
Canadian Vickers Limited. 
President—Massey-Harris Company Lim- 
ited. 
Vice-President—Monarch Knitting Com- 
pany Limited. 
Director—Mutual Life Insurance Co. of 
Canada. 
President— 
he Motor Car Company Lim- 
ited. 
Sawyer-Massey Limited. 
Director— 
Toronto General Trusts Corporation. 
United Typewriter Company Limited. 
President—Willys-Overland Limited. 


President—Canadian Industria] Alcohol 
Co. Ltd. and subsidiaries. 
Director— 
Canadian Pacific Railway Company 
Lake of the Woods Milling Co. Ltd. 
Ween ey Power & Light Co. 
td. 
eae Insurance Co. Ltd. (Can- 
ada). 


Director— 

Canada Life Assurance Company. 

Chicago Daily News. 

Chiat & North Western Railway 

oO. 

Northern Trust Company. 
President—Quaker Oats Company. 
Director— 

International Harvester Company. 

Elgin National Watch Company. 
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Names of Directors of the Canadian Bank 
of Commerce—Address and Occupa- 
tion of each—Con. 


White, Arthur Frank— 
President, The Dominion Securities 
Corporation Ltd., 15 King Street 
West, Toronto, Ont. 


White, Sir Thomas (The Rt. Hon.)— 
Lawyer, The Canadian Bank of Com- 
merce, 25 King Street West, To- 
ronto, Ont. 


Wood, Edward Rogers— 
Financier, 26 King Street East, To- 
ronto, Ont. 


Wood, Thomas Henderson— 
Insurance Underwriter, 
Street, Toronto, Ont. 


15 Toronto 


Young, Alan Vernon— 
Manufacturer, The Hamilton Cotton 
Co. Ltd., Hamilton, Ont. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director— 
Beauharnois Power Corporation Lim- 
ited and subsidiaries. 
Canadian Hydro Electric Corp. Ltd. 
Confederation Life Assurance Co. 
The Debenture & Securities Corp. 
Dominion & Anglo Investment Cor- 
poration Limited. 
President—The Dominion Securities Cor- 
poration Limited. 
Director— 
International Hydro Electric System. 
Provincial Paper Limited. 
Vice-President—St. Lawrence Corp. Ltd. 
& Subsidiaries. 
Director— 
The Toronto Mortgage Company. 
Tri Continental Corporation. 
Union Gas Company of Canada Ltd. 
and Subsidiaries. 


Director— 
Barcelona Traction Light & Power Co. 
Ltd. 
Brazilian Traction Light & Power Co. 
Ltd. and subsidiaries. 
Policy Holders’ Director— 
Canada Life Assurance Company. 
Director— : 
Mexico Tramways Limited. 
National Trust Company Limited. 
Steel Company of Canada Limited. 


Director—Barcelona Traction Light & 
Power Co. Ltd. 

Vice-President—Brazilian Traction Light 
& Power Co. Ltd. and subsidiaries. 

Director—British America Assurance Com- 


pany. : 
Vice-President—Canada Life Assurance 


Company. 

President—Central Canada Loan & 
Savings Company. 

Director— 


Massey-Harris Company Limited. 
Mexican Light & Power Company. 
Mexico Tramways Company. 
Vice-President—National Trust Company 
Limited. 
Director— 
Provincial Paper Limited. 
Toronto Savings & Loan Company. 
Western Assurance Company. 


Director Consumers’ Gas Company. 

Canadian Advisory Committee—Economic 
Investment Trust Ltd. 

President—Toronto Mortgage Company. 


Vice-President—Cosmos Imperial Mills 
Limited. 
President—Hamilton Cotton Company 
Limited. 
Director— 
Landed Banking & Loan Company 
Limited. 


Zimmerknit Limited. 
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THE ROYAL BANK OF CANADA 


Mon TREAL 
Names of Directors of The Royal Bank of Names of other Banks, firms, companes 
Canada. or corporations of which the Bank 
Director is a Director or Member— 
Con. 
Sir Herbert S. Holt, K.B. Ch. of Bd., Montreal Light, Heat & 
Power Cons. 
President— 


Montreal Trust Co. 
Hydro-Electrice Bond & Share 
Corp. 

Royal Victoria Hospital. 

London Canadian Investment Co. 
Ch. of Bd. Andian National Corp. 
V. Pres. & Dir— 

Montreal Cottons, Ltd. 

Dominion Textile Co., Ltd., and 

subsidiaries. 

Hillcrest Collieries, Ltd. 

Mem. Exec. Comm. & Dir., Canadian 
Pacific Railway. 
Director— 

Anglo Canadian Pulp & Paper Co. 

B. C. Power Corp. 

Dominion Steel & Coal Corp., Ltd. 

Canada Cement Co. 

Canadian Bronze Co. 

Canadian General Electric Co. 

cone Bakeries of Canada, 

Ltd. 
Consolidated Mining & Smalting 
Co. of Canada, Lid. 
Dominion Bridge Co., Ltd., and 


subsidiaries. 
Dominion Engineering Works, 
Ltd. 


Dominion Tar & Chemical Co. 

Gillette Safety Razor Co. 

Holt, Renfrew & Co. 

Howard Smith Paper Mills, Ltd. 

Imperial Life Assurance Co. 

International Mining Corp. 

Minneapolis, St. Paul & Sault Ste. 
Marie Railway Co. 

Ogilvie Flour Co. 

Ritz-Carlton Hotel Co. 

Shawinigan Water & Power Co. 

Simpson, Ltd. 

Sun Life Assurance Co. 

Tuckett Tobacco Co. 

United Cigar Stores of America. 

Canadian Airways Co. 

Investment Bond & Share Co. 

Tobacco Products Corp. 


Names of Directors of The Royal Bank of 


Canada.—Con. 


Hon. A. J. Brown, K.C. 


M. W. Wilson. 


G. H. Duggan. 


Robert Adair. 
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Names of other Banks, firms, companes 


or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Member of Brown, Montgomery & 
MeMichael. 
V. Pres. & Dir— 
Canada Steamship Lines, Ltd. 
Montreal Trust Co. 
Dominion Engineering Works, 
Ltd. 
Director— 
Dominion Bridge Company and 
subsidiaries. 
Foundation Co. of Canada, Ltd. 
Steel Co. of Canada, Ltd. 
Holt, Renfrew & Co. 
Northern Electrie Co. 
Montreal City & District Savings 
Bank. 
Paton Manufacturing Co. 


Director— 
Montreal Trust Co. 
Beauharnois Power Corp., Ltd, & 
subsidiaries. 
Canadian Airways Ltd. 


Pres. & Man. Dir., Dominion Bridge 
Co. & subsidiaries. 


President — Dominion Engineering 
Works Ltd., & subsidiaries. 
Director— 


Dominion Steel & Coal Co. 

Eastern Canada Steel & Iron 
Works. 

Steel Co. of Canada, Ltd. 

Hillcrest Collieries, Ltd. 

Fairchild Aircraft, Ltd. 

Montreal Trust Co. 

Canadian Pratt & Whitney Air- 
craft Co. 

Consumers Cordage Co. 


President—Hartt & Adair Coal Co., 
itd. 

Director— 
Sun Life Assurance Co. of Canada. 
Montreal Trust Co. 
Title Guarantee Co. 
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Names of Directors of The Royal Bank of 


Canada.—Con. 


Julian C. Smith, LL.D. 


J. S. Norris, 


W. F. Angus. 


Names of other Banks, firms, companies 


or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


President— 
Montreal Tramways Co. 
Quebec Power Co. 
Shawinigan Water & Power Co. & 
subsidiaries. 
Chairman— 
Claude Neon General Advertising, 
Lid. 
President— 
United Securities, Ltd. 
Canadian Light & Power Co. 
V. Pres. & Dir— 
Dominion Bridge Co. & sub- 


sidiaries. 
Dominion Engineering Works, 
Ltd. 
Fairchild Aircraft, Ltd. 
Director— 


Aldred Investment Corp. (Can- 


ada). 

Canadian General Electric Co. 

Duke-Price Power Co. & sub- 
sidiaries. 

Montreal Light, Heat & Power Co. 

The National Breweries, Ltd. 

Montreal Trust Co. 

Consolidated Paper Co. 

Canadian Liquid Air Co. 

Jamaica Public Service & sub- 
sidiaries. 

Sun Insurance Co. of London, Eng. 

President— 

Montreal Light, Heat & Power 
Cons. and subsidiaries. 
Beauharnois Power Co. and sub- 

sidiaries. 
Montreal Island Power Co. 
Montreal Coke & Manufacturing 


oO. 
Canadian Lake Carriers, Ltd. 
Keystone Transports Ltd. 
Wi, lees, ée ID itp 
Canadian Light & Power Co. 
United Securities, Ltd. 
Hydro Electric Bond & Share Co. 
Director—Montreal Trust Co. 


V. Pres. & Dir— 
Canadian Car & Foundry Co. Ltd. 
Ltd. & subsidiaries. 
Dominion Bridge Co., Ltd. & sub- 
sidiaries. 
Mem. Exec. Comm. & Dir.— 
Bell Telephone Co. of Canada. 
Director— 
Canadian Locomotive Co., Ltd. 
Dominion Engineering Works, 
Ltd. and subsidiaries. 
Foundation Co. of Canada, Ltd. 
Northern Electric Co., Ltd. 
Eastern Canada Steel & Iron 
Works, Ltd. 
Montreal Trust Co. 
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Names of Directors of The Royal Bank of Names of other Banks, firms, companies 


Canada—Con. or corporations of which the Bank 
Director is a Director or Member— 
Con. 
P. F. Sise. President—Northern Electric Co. 
Director— 


Amalgamated Electric Corp., Ltd. 
Lake of the Woods Milling Co. 
Industrial Acceptance Corp., Ltd. 
Bell Telephone Co. of Canada. 
Dominion Engineering Works, 
Montreal Trust Co. 


ToroNnTO 


W. J. Sheppard. V. Pres. & Dir— ‘ 
McIntyre Porcupine Mines, Ltd. 
Blue Diamond Coal Co. 

Canadian Coalfields, Ltd. 
Hamilton United Theatres, Ltd. 
Director— 
The Temiskaming Mining Co. 
Castle-Trethewey Mines, Ltd. 
Canadian Dredge & Dock Co. 
oe Players Canadian Corp., 
td. 
Standard Chemical Co. 
St. John Dry Dock & Shipbuild- 
ing Co. 


A. E. Dyment. Ch. of Canadian General Electric 
0. 
President— 
Canadian Radio Patents, Ltd. 
Radio Valve Co., of Canada, Ltd. 
V. Pres. & Dir., Dominion Sugar Co. 
Director— 
Canadian Allis Chalmers, Ltd. 
Canadian Bronze Co., Ltd. 
Canadian Marconi Co. 
Northern Mexico Power & Devel- 
opment Co. 
Montreal Trust Co. 


C. B. McNaught— Chairman of Board & Director— 
Dominion Steel & Coal Corp., Ltd. 
President— 

Sterling Coal Co., Toronto. 
Conger Lehigh Coal Co., Toronto. 
Reed, Shaw & McNaught, Ltd., 
Montreal. 
Vice President— 
Goodyear Tire & Rubber Co., 
Toronto. 
Partner— 
Reed, Shaw & McNaught, To- 
ronto. 
Director— 
Sun Life Assurance Co. 
Dominion Bridge Co. 
‘Canada Steamship Lines. 
Howard Smith Paper Co. 
Montreal Trust Co. 
Foundation Co. 
Kelvinator Co. of Canada. 
Goodyear Cotton Co., Toronto. 
Pacific Coast Fire Insurance Co., 
Vancouver. 


Building Products Co., Montreal. 
82684—63 
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Names of Directors of The Royal Bank of Names of other Banks, firms, compames 
Canada—Con. or corporations of which the Bank 
Director is a Director or Member.— 

Con. 


hen Haas— President— 
pie Geo. H. Hees, Son & Co. 
Vice President & Director— 
Canadian General Electric Co. 
Director— 
Columbia Mills Inc., New York. 
New York Power Corp., New York 


G. Harrison Smith— President— 
Imperial Oil, Ltd, 
International Petroleum Co. 
Vice-President and Director— 
Andian National Corp., Ltd. 


WINNIPEG 


W. H. MceWilliams— President— 
Canadian Consolidated Grain Co. 
Western Canada Motor Car Co. 
Western Claude Neon Light Co. 
Vice President & Director— 
Western Grocers, Ltd. 
Dominion Malting Co. 
Grain Insurance & Guarartee Co. 
Director— 
Holt, Renfrew & Co. 
National Trust Co. 
Great West Life Assurance Co. 
Western Assurance Co. 
British American Insurance Co. 
Monarch Lumber Co. 
Northern Elevator Co. 
Inter-Continental Co. 
Canadian Elevator Co. 


Capt. Wm. Robinson— Director— 
Northern Mortgage Co. 
The Fire Insurance Co. of Canada 


A. McTavish Campbell— Director—National Trust Company. 


Rae Riley Vice President, Chairman & Director— 

The Great-West Assurance Co. 

President— 
Northern Trusts Co. 
Canadian Fire Insurance Co. 
Canadian Indemnity Co. 

Vice President & Director— 
Northern Mortgage Co. 


HALIFAX 


Hon. Wm. A. Black, P:C., M.P—- President— 
Eastern Trust Co. 
Peea Canada Savings & Loan 
oF 
Maritime Life Assurance Co. 
Pickford & Black, Ltd. 
Director— 
Brandram-Henderson, Ltd. 
Fourth Canadian General Invest- 
ment Trust Ltd. 


BANKING AND 


Names of Directors of The Royal Bank of 
Canada—Con. 


G. MacGregor Mitchell— 


J. McG. Stewart, K:C.— 


W. H. Malkin, Vancouver, B.C.—- 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 


Con. 


President— 
G. P. Mitchell & Sons, Ltd. 
Director— 
Brandram-Henderson, Ltu. 
International Power Co. 
Moirs, Ltd. 
NS. Light & Power Co. 
N.S. Public Cold Storage 
minals, Ltd. 


President—Acadia Sugar Refining Co. 
Vice President—Mersey Paper Co. 
Vice President & Director— 

NSS. Light & Power Co. 
Director— 

The Avon River Power Co. 

Lovat Steamship Co. 

The Eastern Trust Co. 


President—The W. H. Malkin Co. Ltd. 
Pacific Coast Fire Insurance Co. 
Director— 
B.C. Pulp & Paper Co. Ltd: 
Coalmont Collieries, Limited. 
Home Oil Company, Limited. 
Northern Trusts Company. Win- 
nipeg. 


Ter- 


VANCOUVER 


W. J. Blake Wilson, 


President— 

Burns & Co., Ltd. 

Coalmont Collieries, Ltd. 

Sterling Pacific Oil Co., Ltd. 

Home Oil Distributors, Ltd. 
Vice-Pres, and Director— 

BC. Pulp & Paper Co., Ltd. 

Pacific Great Eastern Railway Co. 
Director— 

B.C. Power Corp., Ltd. 

The Consolidated Mining & Smelting 

Co. of Canada, Ltd. 

Canadian Pacific Railway Co. 

Dominion Bridge Co., Ltd. 

Pacific Mills, Ltd. 

Mutual Life Assurance Co. of Canada. 

Sun Fire Insurance Co. 

P. Burns Ranches, Ltd. 

Vancouver, Victoria & Eastern Rail- 

way & Navigation Co. 

Canadian Airways, Ltd. 

Home Oil Co., Ltd. 

London & Western Trusts Co. 

Canadian Bakeries, Ltd. 

Canadian General Electric Co., Ltd. 


HAMILTON 


C. S. Wilcox, 


82684—633 


Chairman of Bd. 

Steel Co. of Canada, Ltd. 
Director— 

Tuckett Tobacco Co. 

Canada Crushed Stone Corp., Ltd. 

National Trust Co. 


SELECT STANDING COMMITTEE 


Names of Directors of The Royal Bank of 
Canada.—Con. 


QUEBEC 


John T. Ross, 


Names of other Banks, firms, compames 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Director— 
Quebec Power Co. 
Quebec Fire Insurance Co. 


THE DOMINION BANK 


Names of Directors of The Dominion 
Bank— 
Address and Occupation of each, 


Austin, A. W., 
620 Confederation Life Bldg., 
Toronto, Ont. 
Occupation— 
Retired. 


Bogert, C. A., 
405 Dominion Bank Bldg., 
Toronto, Ont. 
Occupation— 
Chairman of the Board, The Dom- 
inion Bank. 


Carlisle, C. H., 
152 Simcoe Street, 
Toronto, Ont. 
President, Goodyear Tire & Rubber Co. 
of Canada, Ltd. 


Eaton, 2. py 
199 Yonge Street, 
Toronto, Ont. 
President, The T, Eaton Co. Ltd. 


Gourlay, R. J., 
Winnipeg, Man. 
Occupation—General Manager, Beaver 
Lumber Co. Ltd. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member. 


President— 

Consumers’ Gas Co., Toronto. 
Director— 

The Dominion Bank, Toronto. 
President— 


Canada Northwest Land Co. 
Western Provinces Land Co. 


Director— 
The Dominion Bank. 
Canada Life Assurance Co. 
Member— 
Governing Body of Trinity College 
School, Port Hope. 


President— 
The Dominion Bank. 
Goodyear Tire & Rubber Co. of 
Canada. 
Goodyear Cotton Co. of Canada, Ltd. 
Canada Bread Co. Ltd. 
Director— 
The Dominion Bank. 
Montreal Trust Co. 
Dominion Bridge Co. Ltd. 
Canadian General Investments, Ltd. 
Governor— 
Sick Children’s Hospital, Toronto. 


Director— 
The Dominion Bank. 
The T. Eaton Co. Ltd., Toronto. 
The T. Eaton Co, Ltd., Montreal. 
The T. Eaton Co. Maritimes Ltd. 
The Canadian Department Stores, 

Limited. 

The T, Eaton Drug Co. Ltd. 
The T. Eaton Realty Co. Ltd. 
The T. Eaton Life Assurance Co. 
The T. Eaton General Insurance Co. 
The T. Eaton Knitting Co. Ltd. 


General Manager— 
Beaver Lumber Co. Ltd. 
Director— 
Beaver Lumber Co. Ltd. and As- 
sociated Companies, 
The Dominion Bank, 
Manitoba Bridge & Iron Wks, Ltd. 
Monarch Life Assurance Co. 
Home Investment & Savings Assn. 
The Northern Trusts Co. 
Member— 
es Committee, Hudson’s Bay 
0. 
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Names of Directors of The Dominion 
Bank—Address and Occupation of 
each.—Con. 


E. W. Hamber, 
Vancouver, B.C. 
Occupation—Lumberman. 


Mackie, J. M., 
240 St. James St., 
Montreal, Que. 
Occupation—Business Executive. 


Matthews, A. C., 
1702 Royal Bank Bldg., 
King and Yonge Sts., Toronto. 
Occupation—President, Canada Malting 
Co. Ltd. 


McLaughlin, R. §., 
Oshawa, Ont. 
Occupation—President and Director, 
General Motors of Canada, Ltd. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Director— 
British Col. Mills Timber & Trading 
Co. Ltd. 
Hastings Logging Co. Ltd. 
Hastings Sawmill Co. Ltd. 
Middleboro Collieries, Ltd. 
Yale Development Co. Ltd. 
British Columbia Mills Tug & Barge 
Co. Ltd. 
London & Canadian Investment Co. 
Ltd. 
Consolidated Estates, Ltd. 
Minnekhada Stock Farms Ltd. 
Port Moody Lumber Co. Ltd. 
Vancouver Creosoting Co. Ltd. 
Member of the Advisory Board of Toronto 
General Trusts Corporation. 


President— 
Brinton-Peterborough Carpet Co., 
Limited, Peterborough. 
Patton Mfg. Co. Ltd., Sherbrooke. 
Vice-President— 
Ritz-Carlton Hotel Co. of Montreal, 
Ltd. 
Canadian Converters Co. Ltd., Mont- 
real. 
Managing Director— 
Hillcrest Colleries, Ltd. 
Director— 
The Dominion Bank, Toronto. 
Belding-Corticelli Ltd., Montreal. 


President— 
Canada Malting Co. Ltd., Toronto. 
Director— 
The Dominion Bank, Toronto. 
The Toronto General Trusts Corpora- 
tion. 
Confederation Life Association. 
Canadian Surety Company. 
Blue Ribbon Corporation Ltd. 
Maple Leaf Milling Co. Ltd. 
Kirkland Lake Gold Mining Co. Ltd. 
Canada North-West Land Co. Ltd. 
Winnipeg Western Land Co. Ltd. 
Canada Starch Co. Ltd. 


President and Director— 
General Motors of Canada Ltd., and 
Subsidiary Companies. 
Vice-President and Director— 
The Dominion Bank. 
General Motors Corp’n, Delaware, Md. 
Director— 
Canadian Pacific Ry. Co. 
Consolidated Mining and Smelting Co. 
International Nickel Co. of Catada. 
Royal Trust Company. 
Granite Club, Toronto. 
Ontario Jockey Club, Toronto. 
Governor— 
Seigniory Club, Lucerne, Que. 
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SELECT STANDING COMMITTEE 


Names of Diurectors of The Dominion 
Bank—Address and Occupation of 
each.—Con. 


Near, W. W., 
100 Church St., Toronto. 
Occupation—President, Page-Hersey 
Tubes Ltd. 


Osler, F. Gordon, 
21 Jordan St., Toronto, Ont. 
Occupation—Financier. 


Ross, J. Allan, 
Carlaw Ave., Toronto. 
Occupation—President and Director, Wm. 
Wrigley Jr. Co. Ltd. of Canada. 


Williams, H. H., 
36-38 King St. East, Toronto, Ont. 
Occupation—Capitalist. 


Names of other Banks, firms, compames 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Vice-President— 
The Dominion Bank, Toronto. 
President— 
Page-Hersey Tubes Ltd., Toronto 
Cohoes Rolling Mill Co. 
Page-Hersey Export Co. Ltd. 
Page-Hersey Trading Co. Ince. 
Director— : 
Toronto General Trusts Corp’n. 


Director— 

The Dominion Bank, Toronto. 

Osler & Nanton Trust Co. 

Canadian Surety Company. 

The Steel Co. of Canada, Ltd. 

Consumers’ Gas Co., Toronto. 

Manufacturers Life Ins. Co. 

Consolidated Mining & Smelting Co. 

Canada Permanent Mortgage Corpora- 
tion. 

Canada Permanent Trust Co. 

Calgary & Edmonton Corp. Ltd. 

Consolidated Bakeries of Canada, Ltd. 

The es North-West Land Co. 

td. 
Canada Saskatchewan Land Co. Ltd. 
Winnipeg Western Land Corporation, 


Ltd. 

The Debenture & Securities Corpora- 
tion. 

Postal Telegraph & Cable Corpor- 
ation. 


The Mackay Companies. 
Humber River Real Estate Co. 


President and Director— 

Wm. Wrigley Jr. Co. Ltd. of Canada. 
Vice-President and Director— 

Wm. Wrigley Jr. Co. of Chicago. 
Director— 

The Dominion Bank, Toronto. 

Crosse & Blackwell Ltd. 

British Educator Biscuit Co. Ltd. 

Canadian General Fire Insurance Co. 

Barker’s Bread Lid. 


Director— 
The Dominion Bank, Toronto. 
Toronto General Trusts Corp’n. 
Imperial Life Assurance Co. 


BANQUE CANADIENNE NATIONALE 


Names of Directors of Banque Canadienne 
Nationale—Address and Occupation of 
each. 


Honourable J. M. Wilson, Senator, 
President, 
112 St. James St. W., Montreal. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 


President— 
Windsor Hotel Limited. 
Trust Général du Canada. 
Director— 
Montreal Light H. & P. Co. 
Title Guarantee & Trust Corp. 
Montreal Island Power Co. 
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Names of Directors of Banque Canadienne 
Nationale—Address and Occupation of 
each.—Con. 


Sir George Garneau, 
Vice-President, 
71 Dalhousie St., Quebec. 


Beaudry Leman, 
Vice-President & General Manager, 
112 St. James St. W., Montreal. 


Honourable C. P. Beaubien, K.C., 
Senator, 
Director, 
84 Notre-Dame St. W., 
Montreal. 


Armand Chaput, 
Director, 
477 St. Francois-Xavier St., 
Montreal. 


A. N. Drolet, 
Director, 
67, Dalhousie, Quebec. 


J. H. Fortier, 
Director, 
273 St. Paul St., Quebec. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


President— 
Garneau Limitée. 
Quebec Land Co. 
La Caisse d’Economie de Notre Dame 
de Québec. 
Director— 
Bell Telephone Co. 
Trust Général du Canada. 
Continental Life Ins. Co. 
Donnacona Paper Co. 


Vice-President— 
Trust Général du Canada. 
Director— 
Montreal Tramways Co. 
Shawinigan Water & Power Co. 
Provincial Transport Co. 
Fairchild Aircraft Co. 
Canadian Airways Limited. 
Ogilvie Flour Mills Co. Ltd. 
Consolidated Paper Corp. 


Director— 
British American Oil Co. Ltd. 
Dominion Steel & Coal Corp. 
Canadian Car & Foundry Co. 
Beaubien Limited. 
Insurance Co. of Canada. 
Nova Scotia Steel & Coal Co. 
Dominion Coal Co. 


Director— 
Chas. Gurd & Co. 
Chas. Gurd & Co. (Maritime) Ltd. 
Trans Canada Assurance Co. 


Director— 
Trust Général du Canada. 
Caisse d’Economie de Notre-Dame de 
Québec. 
Société de préts et Placements. 
President— 
P. G. Bussiere Limited. 


President and General Manager— 
P. T. Légaré Co. 
Provincial Transport Co. 
Percival Plough & Stove Co. 
President— 
L’Evénement Publishing Co. 
Le Nouvelliste Publ. Co. 
Vice-President and Director— 
Eastern Canada Steel & Iron Works 
Co. Ltd. 
Director— 
Canada Steamship Lines Ltd. 
Canadian Gen. Investments Ltd. 
Canadian Intern. Paper Co. 
Quebec Power Co. 
La Caisse d’Economie de Notre-Dame 
de Québec. 
Canada Carriage & Body Co. 
Shawinigan Water & Power Co. 
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Names of Directors of Banque Canadienne 
Nationale—Address and Occupation of 
each—Con. 


C. E. Gravel, 
Director, 
84 Notre-Dame St. W., Montreal. 


Charles Laurendeau, K.C., 
: Director, 
84 Notre-Dame St. W., Montreal. 


Honourable D. O. L’Esperance, Senator, 
Director, 
P.O. Box 458, Quebec. 


L. G. Ryan, 
Director, 
378 St. Paul St. West, Montreal. 


As of March Ist, 1934. 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 
Con. 


Director— ; 
Dominion Oilcloth & Linoleum. 
St. Lawrence Flour Mills Co. 
Canada Linseed Oil Mills Ltd. 
Manufacturers Holdings Ltd. 


Director— 
Trust Général du Canada. 
Société Nationale de Fiducie. 


President— 

Grande Allée Apts., Quebec. 

Compagnie d’Aqueduc, Montmagny. 
Director— 

A. Bélanger Limitée. 
Vice-President and Director— 

Trust Général du Canada. 
Director— 

Holt, Renfrew & Co. 

Quebec Power Co. 


President— 
Mallinckrodt Chemical Works. 
Smith & Nephew Limited. 
Wingate Chemical Co. Ltd. 
Chemicals Limited. 
Vice-President— 
Monsanto (Canada) Ltd. 
Director— 
Consolidated Dyestuffs Corp. 
Trust Général du Canada. 


IMPERIAL BANK OF CANADA 


List oF Directors as or lst Marcu, 1934 


Names of Directors of the Imperial Bank 
of Canada, with address and occupa- 
tion. 


Frank A. Rolph, 
President, Rolph-Clark-Stone Limited, 
Lithographers, 
Toronto, Ontario. 


Colonel J. F. Michie, 
President, Michie & Company, Limited 
Merchants, 
Toronto, Ontario. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 


Toronto Advisory Board The Huron & 
Erie Mortgage Corporation. 

C.M. & G. Canadian Investments Limited. 

North American Life Assurance Company. 

Board of Governors, St. Andrew’s College. 


General Accident Assurance Company of 
Canada. 
Scottish Canadian Assurance Corporation. 
Confederation Life Association. 
Consumers’ Gas Company of Toronto. 
The Toronto General Trusts Corporation. 
Dominion Transport Company Limited. 
Blue Ribbon Corporation Limited, and 
subsidiaries. 
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Names of Directors of Imperial Bank of 
Canada—Address and Occupation of 
each.—Con. 


R. 8. Waldie, 
President, The Victoria Harbour Lum- 
ber Company, Limited, 
Toronto, Ontario. 


G. C. Heintzman, 
President Heintzman & Company, 
Limited, 
Piano Manufacturers, 
Toronto, Ontario. 


J. W. Hobbs, 
President, Consolidated Plate Glass 
Company of Canada, Limited, 
Toronto, Ontario. 


W. C. Laidlaw, 
President, R. Laidlaw Lumber Com- 
pany, Limited, 
Toronto, Ontario. 


J. A. Northway, 
President, John Northway & Son, 
Limited, Merchants, 
Toronto, Ontario. 


A. E. Phipps, 
General Manager, Imperial Bank of 
Canada, 
Toronto. Ontario. 
Gis Atkins® Kees 
Partner, Messrs. Aikins, Loftus, Aikins, 
Williams & Company, Barristers, 
Winnipeg, Manitoba. 
H. E. Sellers, 
President, Melady, Sellers & Company, 
Limited, 
Grain Merchants, 
Winnipeg, Manitoba. 
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Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Scottish Canadian Assurance Corporation. 

Confederation Life Association. 

General Accident Assurance Company of 
Canada. 

Maple Leaf Milling Company Limited. 

Canadian Bakeries Limited. 

Canada Bread Company Limited. 

United Corporations Limited. 


Securities Holding Corporation Limited. 


Continental Life Insurance Company. 

Lake of the Woods Milling Company, 
Limited. 

Scottish Union & National Insurance Com- 
pany. 

Securities Holding Corporation Limited. 

Canadian Pacific Railway Company. 

Dominion Glass Company Limited. 

Dominion Woollens & Worsteds Limited. 


Laidlaw Belton Lumber Company Limited. 

George H. Belton Lumber Company 
Limited 

Windsor Lumber Company Limited. 

Guelph Lumber Company Limited. 

Canada & Dominion Sugar Company 
Limited. 

Confederation Life Association. 

General Accident Assurance Company of 
Canada. 

Northway Company Limited. 

Canadian Canners Limited. 

Howey Gold Mines Limited. 

H. S. Falls Company Limited. 


The Toronto General Trusts Corporation. 
Niagara Lower Arch Bridge Company 
Limited. 


The Canadian Indemnity Company. 

London & Western Trusts Company 
Limited. 

Canadian General Securities Limited. 


Federal Grain Limited. 
The Alberta Pacific 
Limited. 
Northland Elevator Company Limited. 
Atlas Flour Mills Company Limited. 
Pacific Terminal lHlevator Company 
Limited. 
Vancouver Terminal Company Limited. 
Superior Feed Company Limited. 
Prairie Cities Oil Company Limited. 
Grain Insurance & Guarantee Company. 
Canadian General Insurance Company. 
The Great West Life Assurance Company. 
Manitoba Bridge & Iron Works Limited. 
Manitoba Rolling Mills Limited. 
Maple Leaf Milling Company Limited. 
Advisory Board The Royal Trust Com- 
pany, Winnipeg. 


Grain Company 
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Names of Directors of Imperial Bank of 
Canada—Address and Occupation of 
each._—Con. 


R. O. McCulloch. 
President— 
Goldie & McCulloch Company 
Limited. 
Galt, Ontario. 


W. B. Woods, 
Vice-President, 
Gordon Mackay & 
Limited, 
Toronto Ont. 


Company, 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member— 
Con. 


Mutual Life Assurance Co. of Can- 


ada. 
Babcock-Wilcox & Goldie-McCulloch 


Limited. 
The Galt Art Metal Company Lim- 
a “Machinery Corporation Lim- 
Watelive Trust & Savings Company, 
Galt Malleble Tron Company Lim- 
ited. 


Toronto Hosiery Company Limited. 

C. H. Smith Company Limited, 
Windsor. 

York Paper Box Limited. 

Walker Stores Limited. 

Textile & Dyers Corporation, Co- 
bourg. 

Cobourg Dyers Limited. 

J. H. Gould Limited, St. Thomas. 

Spencer Stone Limited, Chatham. 


BARCLAY’S BANK (CANADA) 


List or Directors as at lst oF Marcu, 1934 


Names of Directors of Barclay’s Bank 
(Canada)—Address and Occupation 
of each—Con. 


President, 
Right Hon. Sir Robert Laird Bor- 
den, G:iC.M.G) PC, LUD: KC., 


“Glensmere”, 
201 Wurtemburg Street, 
Ottawa, Ont. 


Barrister at Law. 


Vice-President, 
Mr. Arthur Blaikie Purvis, 
9 Chelsea Place, 
Montreal, Que. 
Managing-Director. 


Names of other Banks, firms, companies 
or corporations of which the Bank 
Director is a Director or Member.— 


President— 
Barclays Trust Company of Canada. 
Crown Life Insurance Co. 
Director— 
Canadian Investment Fund Limited. 


President & Man.-Dir— 
Canadian Industries Ltd. 
President— 
Dunlop Tire & Rubber Goods Com- 
pany of Canada Ltd. 
Canadian Safety Fuse Coy. 
Director— 
General Motors Corpn. 
Sun Life Assurance 
Canada. 
Canadian Investment Fund Limited. 
Barclays Trust Co. of Canada. 
Bell Telephone Company of Can- 
ada. 
Consolidated Paper Corpn. Limited. 
London, Liverpool & Globe Insur- 
ance Co., Ltd. 


Company of 
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Names of Directors of Barclay’s Bank 
(Canada)—Address and Occupation 
of each—Con. 


Hon. Louis Alexandre Taschereau, 
IOI, IDe, CLO, 
187 Grande Allee, 
Quebee City, Que. 
Prime Minister & Attorney-General 
of the Province of Quebec. 


Lieut-Col. Allan Angus Magee, DS.O., 
kee 


3767, Cote des Neiges Road, 
Montreal, Que. 
Advocate. 


Mr. Charles Strange Macdonald, M.A., 
453 Russell Hill Road, 
Toronto, Ont. 
General Manager. 


Mr. Walter Osborne Stevenson, 
54 Lombard Street, 
London, England. 
Banker. 


Mr. Herman Poe Alton, 
54 Lombard Street, 
London, England. 
Banker. 


Mr. Julian Stanley Crossley, 
54 Lombard Street, 
London, England. 
Banker. 


1003 


Names of other Banks, firms, companies 
or corporations of. which the Bank 
Director is a Director or Member— 
Con. 


Director— 

North American Life 
Company. 

Sun Life Assurance Co., of Canada. 

La Caisse d’Economie Notre Dame 
de Québec. 

London, Liverpool & Globe Insur- 
ance Co., Ltd. 

Lucerne-in-Quebee Community Asso- 
ciation Ltd. 

Royal Trust Company. 

Canadian Investment Fund Limited. 
Metropolitan Life Insurance Com- 
pany. 
Credit Foncier 


Assurance 


Franco-Canadienne. 


Partner— 
Cook, Magee, Nicholson & O’Don- 
nell, 
Director— 


Dominion Rubber Co., Ltd. 
Barclays Trust Company of Canada. 
Associated Screen News Ltd. 
Provincial Transport Coy. 


President— 
Confederation Life Association. 
Chairman— 
Dominion Scottish Investments Lim- 
ited. 
Director— 
Dominion Fire Insurance Co. 
Toronto General Trust Co. 


Director— 
Barclays Bank (Dominion, Colonial 
and Overseas). 
Barclays Bank (France) Ltd. 
Barclays Bank, S.A.I., Rome, Italy. 


Director— 
Barclays Trust Company of Canada. 


Director— 
Barclays Trust Company of Canada. 
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SELECT STANDING COMMITTEE 


APPEND L4 
BANK OF MONTREAL DIRECTORS ON OTHER BOARDS WHERE TWO 


OR MORE 
3 Total 
Corporation Number Bank Name 
_ Oi Directors 
Directors 
Belding-Corticelli @imited 3 ee 6 2 W. A. Black, Esq. 
A. O. Dawson, LL.D. 
Bell Telephone Company of Canada............ 15 B C. F. Sise, Esq. 
Major-General The Hon. 8.C 
Mewburn, C.M.G. 
Lt.-Col. Herbert Molson, 
CMG wEG: 
The Hon. "Henry Cockshutt. 
The Hon. Thomas Ahearn, 
PECs 
Borden Company Limited, Canada............. 12 3 Sir Charles Gordon, G.B.E. 
J. W. McConnell, Esq. 
Major-General The Hon. 8. C. 
: Mewburn, C.M.G. 
Canada Steamship) Wines iatdeeae sere soe nee 14 2 J. W. McConnell, Esq. 
R. H. McMaster, Esq. 
Canadian Airways bimited..45-4 2 eee 17 2 Sir Charles Gordon, G.B.E. 
E. W. Beatty, Esq., K.C. 
The Canadian Bag Company Limited.......... 7 2 H. R. Drummond, Esq. 
D. Forbes Angus, Esq. 
Canadian Bronze Company Limited............ 9 2) Sir Charles Gordon, G.B.E. 
R. H. McMaster, Esq. 
Canadian Cottong Limited eno) VInOIGs-. -- 7 2 A. O. Dawson, LL.D. 
W. A. Black, Esq. 
Canadian Foreign Investment Corporation 
Toimited (7:00) ERee BNP REE ce 8 3 Lt.-Col. Herbert Molson, 
C.M.G., M.C. 
Harold Kennedy, Esq. 
W. A. Black, Esq. 
Canadian Industries Wimitedss.) sees eee 12 3 Sir Charles Gordon, G. B.E- 
Lt.-Col. Herbert Molson, 
CMG MC: 
Re es McMaster, Esq. 
Canadian Pacific Railway Company............ 17 6 E. W. Beatty, Esq., K.C. 
Sir Charles Gordon, G.B.E. 
The Hon. Henry Cockshutt. 
W.N. Tilley, Esq., K.C 
R. H. McMaster, Esq. 
W. A. Black, Esq. 
Canadian Pacific Express Company............. 5 2, E. W. Beatty, Esq., K.C. 
Sir Charles Gordon, G.B.E. 
Canadian Pacific Steamships Limited......... a 2 E. W. Beatty, Esq., K.C. 
10, 106 Mena Ke ce GD: 
D.C.L 
Consolidated Mining & ae Core of; 
Canada, Limited.. 14 3 E. W. Beatty, Esq., K.C. 
W. A. Black, Esq. 
R. H. McMaster, Esq. 
Consolidated Paper Corporation............-.-- 14 2 R. H. McMaster, Esq. 
C. F. Sise, Esq. 
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BANK OF MONTREAL DIRECTORS ON OTHER BOARDS WHERE TWO 
OR MORE—Continued 


Corporation 


Total 
Number 
of 
Directors 


Bank 
Directors 


Name 


Dominion Bridge Company Limited............ 


Dominion Glass Company Limited............. 


Dominion Rubber @ompany Limited........... 


Dominion Textile Company Limited........... 


Drummondville Cotton Company Limited..... 


Guarantee Company of North America......... 


International Nickel Company of Canada 
Limited 


Montreal Light, Heat & Power Consolidated... 


Montreal London and General Investors Limited 


Mutual Life Assurance Company of Canada..... 


Northern Electric Company Limited........... 


Ogilvie Flour Mills Company Limited.......... 


Royal Exchange Assurance Company........... 


18 


11 


13 


10 


25 


17 


12 


12 


15 


il 


10 


J. W. McConnell, Esq. 
The Hon. Patrick Burns. 
R. H. McMaster, Esq. 


Sir Charles Gordon, G.B.E. 

Major-General The Hon. 9. C. 
Mewburn, C.M.G. 

1805 18 ( McMaster, Esq. 


Lt. Col. Herbert Molson, 
C.M.G., M.C. 

His While McConnell, Esq. 

late Jel, McMaster, Esq. 

Sir Charles Gordon, G.B.E. 


Sir Charles Gordon, G.B.E. 
W. A. Black, Esq 
Sir Frederick W illiam s-Taylor 


Sir Charles Gordon, G.B.E. 
W. A. Black, Esq. 


Sir Charles Gordon, G.B.E. 
Ba Fisher Thomas Ahearn, 


The Hon. Henry Cockshutt. 
J. W. McConnell, Esq. 


Lt.-Col. Herbert Molson, 
C.M.G., M.C. 
Sir Frederick Williams-Taylor 


F. E. Meredith, K.C., LL.D. 
IDC Ib: 
Sir Frederick Williams-Taylor. 


Sir Charles Gordon, G.B.E. 
J. W. McConnell, Esq. 


F. E. Meredith, Esq., K.C., 
1G.) De BX Oe Te 

Sir Frederick Williams-Taylor. 

C. F. Sise- 


Major-General The Hon. 8. C. 
Mewburn, C.M.G. 

C. F. Sise, Esq. 

The Hon. Thomas Ahearn, 
1 


Re H. McMaster, Esq. 
C. F. Sise, Esq. 


W. A. Black, Esq. 
Sir Charles Gordon, G.B.E. 
J. W. McConnell, Esq. 


Sir Charles Gordon, G.B.E. 


E. W. Beatty, Esq., K.C. 
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BANK OF MONTREAL DIRECTORS ON OTHER BOARDS WHERE TWO 
OR MORE—Concluded 


Corporation 


Directors 


Bank 
Directors 


Name 


The Royal@irust/Company.:)- 42.402. 455b 


St. Lawrence Corporation Limited.. 


The Standard Life Assurance Company......... 


Steel Company of Canada Limited.. 


Sun Life Assurance Company of Canada........ A 


Tuckett Tobacco Company Limited 


25 


15 


10 


11 


17 


12 


15 


Sir Charles Gordon, G.B.E. 

H. R. Drummond, Esq. 

Major-General The Hon. 8. C. 

Mewburn, C.M.G. 

D. Forbes Angus, Esq. 

Lt. Col. Herbert Molson, 
CMG: MC: 

The Hon. Henry Cockshutt. 

E. W. Beatty, Esq., K.C. 

F. E. Meredith, Esq., K.C., 
IHD), IDSGMe 

ape ater: Thomas Ahearn, 


J. W. McConnell, Esq. 

W. A. Black, Esq. 

W.N. Tilley, Esq., K.C. 

Sir Frederick Williams-Taylor 
R. H. McMaster, Esq. 

C. F. Sise, Esq. 


Sir Charles Gordon, G.B.E. 
Lt.-Col. Herbert Molson, 
C.M.G., M.C. 


D. Forbes Angus, Esq. 

Sir Charles Gordon, G.B.E. 

F. E. Meredith, K.C., LL.D., 
ID){Oh IL), 


R. H. McMaster, Esq. 
Major-General The Hon. 8. C. 
Mewburn, C.M.G. 


E. W. Beatty, Esq., K.C. 
J. W. McConnell, Esq. 
R. H. McMaster, Esq. 


Sir Charles Gordon, G.B.E. 
Major-General The Hon. 8. C. 
Mewburn, C.M.G. 
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DIRECTORS OF THE BANK OF NOVA SCOTIA ON OTHER BOARDS (WHERE TWO OR 


MORE) 


Name of Company 


Total 
Number of 
Company’s 

Directors 


Number of 
the Bank’s 
Directors 
on the 
Company’s 
Board 


(CANAD ARENAS RIUANCR) COMPANY yi 2 )4f2. Savias oss c nce coteeeccecdeseunes Qe 
Leighton McCarthy, Esq., K.C. 
J. A. McLeod, Esq. 


CaNADIAN GENERAL ELECTRIC COMPANY LIMITED................00-0ceccecsues 
Honourable F. B. McCurdy, P.C. 
Honourable W. D. Ross. 


IBIAS INC RINGS PICS INO OMIA AR isc c ke cic scis ks vce tle ose seceticebeevclecteeeseve 
Honourable F. B. McCurdy, P.C. 
O. E. Smith, Esq. 
if. A Starr, sds 
Honourable J. C. Tory, LL.D. 
W. W. White, Esq. 


ERAS RTCA MEINE EE Wn Ge cscs se cece ccs oo aces ages a ocileens al 
Honourable Geo. Bryson. 
J.B. Fraser, Esq. 
Honourable Geo. Gordon. 


FUAMIMA PHA BMINS TRAINGMMCOMPANTY......-.ccccccssbccsccccesctesctcvceussoetes 
Honourable F. B. McCurdy, P.C. 
Hector McInnes, K.C. 


INTHRINATIONAT OW ER) COMPANY: UIMITED,.......00..00002sccccecdeesccecedsucecs 
Honourable W. D. Ross. 
O. E. Smith, Esq. 


IMISEDRBIEMARACONRIDIONASIGIMITED), 60.5 ccc cece cs ciocesbeccsccecsccuceccsecceceocs 
A. L. Ellsworth, Esq. 
Leighton McCarthy, Esq., K.C. 


DN Serres RUAN ap Lp COMPANY AGTMIT HD <p. sore orci ors »Gaevaye' ac apuy> «pial operepouen pale mincepepiroeivenerete « » » 
W. M. Birks, Esq. 
Leighton McCarthy, Esq., K.C. 
J. A. McLeod, Esq. 


INGRIBER NEO NEARTOMAUMUDING: LIMITED... 6... csc ccc cc esse cece ste esecesescs 
S. J. Moore, Esq. 
Honourable W. D. Ross. 


Nova Scorra SavinGs LOAN AND BUILDING SOCIETY ......0000000c000eeeeeere eens 
J. Fred Fraser, Esq. 
Hector McInnes, Esq., K.C. 


Orrawa River Forest PRoTectTIvE ASSOCIATION, LIMITED.................-0005 
Honourable Geo. Bryson. 
J. B. Fraser, Esq. 


FLORONTOLGENERAL TRUSTS CORPORATION ©... oo te ec ee ee 
Russell Blackburn, Esq. 
Alexander Maclaren, Esq. 
S. J. Moore, Esq. 


ARORONTO) SAVINGS CcHLOAN: COMPANY IUIMITHD). cajsece cc... ccc secsccscccsececees 
Leighton McCarthy, Esq., K.C. 
J. A. McLeod, Esq. 


TRINDAD ConsoLIMATED TELEPHONES, LIMITED............00..00c ce ceeeee sees 
Honourable F. B. McCurdy, P.C. 
O. E. Smith, Esq. 


15 


15 


21 


10 


23 


33 


18 


23 


12 
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DIRECTORS OF THE BANK OF TORONTO ON OTHER BOARDS 


(WHERE TWO. OR MORE) 


Number of | Number of 
Companies having two or more of The Bank of Toronto Directors Bank’s 
Directors on their Boards on said Directors 
Companies’| on said 
Boards Boards 
CANADA PERMANENT MORTGAGE CORPORATION........-...20-ceccccecccececeeecs 10 3 
W. G. Gooderham, Esq. 
Col. A. E. Gooderham. 
William Stone, Esq. 
CANADA PERMANENT TRUST COMPANY........... 50... cfRLI SCRE Dole 10 3 
W. G. Gooderham, Esq. 
Col. A. E. Gooderham, 
William Stone, Esq. 
Crown TRUST COMPANY( i erc0. soso lec c cates cece cee 1a see ocean 14 2 
H. B. Henwood, Esq. 
W. I. Gear, Esq. 
MANUFACTURERS: Lire INSURANCH COMPANY::...0.---.++s-40see07. oe eer 9 3 
W. G. Gooderham, Esq. 
H. B. Henwood, Esq. 
William Stone, Esq. 
Tue Toronto GENERAL (Rusts CORPORATION..<...-..0eee+ees- +++ eos e see 23 2 
Archibald H. Campbell, Esq. 
Paul J. Myler, Esq. 
THE PROVINCIAL BANK OF CANADA 
Companies having two or more of the Bank’s Directors on their Board 
Total Provincial 
Name of Company Number of Bank 
Directors | Directors 
ADMINISTRATION & TRUST SOCIETY... ..255..55508 0300 ee eee 15 4 


S. J. B. Rolland, Esq. 
Joseph Sirois, Esq. 
Alphonse Raymond, Esq. 
Charles A. Roy, Esq. 
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DIRECTORS OF THE CANADIAN BANK OF COMMERCE ON OTHER BOARDS (WHERE 
TWO OR MORE) 


Number of 
Number of | the Bank’s 
Name of Company Directors meee 
of the on the 
Company | Company’s 
Board 


BARCHLONAPURACTION, WIGHT POWER COs DUTD).corcsccosecssesesere overojeroreseue oteie MeL RTM 15 4 
Colonel Walter Gow. 
Miller Lash, Esq., K.C. 
The Rt. Hon. Sir Thomas White. 
Edward Rogers Wood, Esq. 


BEAUHARNOIS POWER CoRpPORATION, LIMITED, AND SUSBIDIARIES............-.. 11 2 
Thomas Alexander Russell, Esq. 
Arthur Frank White, Esq. 


BORDENPRUOENIMIND Geer PPO. ool. eee wes e bcc dses cones s snft@ek Gea iaeta 14 2 
Gordon Cameron Edwards, Esq. 
Hon. Donat Raymond. 


Braziian Traction, Ligut & Power Co. AND SUBSIDIARIES................-5 15 6 
Sir John Aird. 
Colonel Walter Gow. 
Miller Lash, Esq., K.C. 
Sir Alexander MacKenzie. 
The Rt. Hon. Sir Thomas White. 
Edward Rogers Wood, Esq. 


IBRITISHEAMIE RIGAPASSURANCE @OMPANY:... 005.2 ..520000 ec. s sec e cece reece eee 16 5 
Sir John Aird. 
Herbert Coplin Cox, Esq. 
Miller Lash, Esq., K.C. 
George Andrew Morrow, Esq. 
Edward Rogers Wood, Esq. 


CANAITAG OE MIENDACOMPAINY,, IUIMITED ... 5.02600. fcce recs tec e cece cetera s oubedhing 13 5 
George William Allan, Esq. 
Gordon Cameron Edwards, Esq. 
Frank Percy Jones, Esq. 
Thomas Alexander Russell, Esq. 
Henry Jones Fuller, Esq. 


CANAD AR INIINE ASSWIRANGE @OMPANTY...66c25¢ ccc cee cre ec ccls sess esses e+ ofelae gam 15 4 
Herbert Coplin Cox, Esq. 
John Stuart, Esq. 
The Rt. Hon. Sir Thomas White. 
Edward Rogers Wood, Esq. 


(CNA TAIN AMIR PAIS MATIMICDE De coos )eg oe cee Qe ec te ecciee eee csece ne disp cen 16 2 
Gordon Cameron Edwards, Esq. 
James Armstrong Richardson, Esq. 


CANADIAN NO ENERAL DURCTRIC COMPANY, LIMUTND,.o55...-.....-.1eee ss ear 14 2 
Herbert Coplin Cox, Esq. 
James Armstrong Richardson, Esq. 


CaNapIAN INTERNATIONAL Ligut & PowER INVESTMENT, LIMITED..............]-......-...- 2 
Colonel Walter Gow. 
Miller Lash, Esq. 


iw) 


CANADTANGINTNRNATIONAT CAPER ©OMPANY, LIMITED......-..--6--+-+----+-seea|-ukinn ese. 
Hon. Donat Raymond. 
Thomas Alexander Russell, Esq. 


CANAD TAN SE Cre UATESWAW: COMPANY,..022..0.-cc0ccecusessec esc cs sess ecunes 18 2 
James Armstrong Richardson, Esq. 
The Rt. Hon. Lord Shaughnessy. 


(CANATTANAVAGRSMR Sep IGTNUTED 6 eet Sees 5s cfs cc ccc ce cece eee c ee eee eo tileine 11 2 
James Armstrong Richardson, Esq. 
Thomas Alexander Russell, Esq. 


CENTRAL CANADA LOAN| AND SAVINGS COMPANY..............0.seccceccedeecese il 3 
Herbert Coplin Cox, Esq. 
George Andrew Morrow, Esq. 
Edward Rogers Wood, Esq. 
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DIRECTORS OF THE CANADIAN BANK OF COMMERCE ON OTHER BOARDS (WHERE 


TWO OR MORE)—Continued 


Name of Company 


Number of 
Directors 
of the 
Company 


— 


Number of 
the Bank’s 
Directors 
on the 
Company’s 
Board 


CONFEDERATION IKE ASSOCIATION. «:.....0:.ceuccescccue se ttt OL) een A ee 
James Stanley McLean, Esq. 
Arthur Frank White, Esq. 


CoNSUMERS GAS COMPANY: 22. 10000 02. oo eee ee 
Alexander Rennie Auld, Esq. 
Thomas Henderson Wood, Esq. 


Great West Lire ASSURANCE COMPANY..........200000Besccueccss sess eee 
George William Allan, Esq., K.C. 
James Armstrong Richardson, Esq. 
William Pitt Riley, Esq. 


Hamiuron BRipGe CoMBANY, IMITED: 320) 65.5. 0505 cogent oe ee ee 
William Egerton Phin, Esq. 
James Armstrong Richardson, Esq. 


IMPERIAL Girne ASSURANCE COMPANY. ..:.. 3. .:-2oohcce sce eens os. ee eee 
Sir John Aird. 
John Paris Bickell, Esq., K.C. 
George Andrew Morrow, Esq. 
Hon. Donat Raymond. 


INTERNATIONAL NickEL CoMPANY OF CANADA, LIMITED..............-...0--0--- 
John Paris Bickell, Esq., K.C. 
James Armstrong Richardson, Esq. 


Lake or THE Woops Mittine CoMpaANny, LIMITED..................20000- eb aes 
George William Allan, Esq., K.C 
Isaac Pitblado, Esq., K.C. 
The Right Hon. Lord Shaughnessy. 


Massry-HARrRIS Company, LIMITED 3. 20.2 - 525. 4 ee eee 
George William Allan, Esq., K.C. 
Frank Percy Jones, Esq. 
Thomas Alexander Russell, Esq. 
Edward Rogers Wood, Esq. 


Mexican lacur & Power Company, WIMMED..¢ 5.25.5. 2-2-6 
Colonel Walter Gow, Esq. 
Miller Lash, Esq., K.C. 
Edward Rogers Wood, Esq. 


Mexican TRAMWAYS COMPANY. 5... 0... 0000000. 0200005 ce ecco dee 4. (eee aes 
Colonel Walter Gow. 
Miller Lash, Esq., K.C. 
The Rt. Hon. Sir Thomas White. 
Edward Rogers Wood, Esq. 


Muruat Lure AssuRANCE COMPANY OFMCANADA. <2... 0220-5 eos ene see oe 
Thomas Alexander Russell, Esq. 
Isaac Pitblado, Esq., K.C. 


National BREWERIES, EaMrmeD . 2 55 fcc oe soe oe ee see eee ee eee 
Frank Perey Jones, Esq. 
Honourable Donat Raymond. 


National SRUST COMPANY. 05505. (sic hie ei a eee ae ce eee ieeiee ete eee 
Sir John Aird. 
George William Allan, Esq., K.C. 
Herbert Coplin Cox, Esq. 
Sir Joseph Flavelle, Bart. 
Henry Jones Fuller, Esq. 
Miller Lash, Esq., K.C. 
George Andrew Morrow, Esq. 
James Armstrong Richardson, Esq. 
The Rt. Hon. Sir Thomas White. 
Edward Rogers Wood, Esq. 


12 


10 


12 


10 


16 


25 


12 


13 


14 


16 


16 


11 


34 


10 
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DIRECTORS OF THE CANADIAN BANK OF COMMERCE ON OTHER BOARDS (WHERE 
TWO OR MORE)—Concluded 


Number of 
Number of | the Bank’s 
Name of Company Directors | Directors 
of the on the 
Company |Company’s 
Board 
PRovINctaL Paper, LIMITED............. Sic SORTED Cues ce NEL URN, err ne Gr 9 2 
Arthur Frank White, Esq. 
Edward Rogers Wood, Esq. 
VERN G TONPERUAINID SINCE Neti Wei. doc. She cee chan ances cas TBE SE 25 2 
Charles William Colby, Esq. 
Henry Jones Fuller, Esq. 
Mononwo Guam AnMbRosTs CORPORATION: |. .....0..00cbsccceccecceccecsuucees 23 8) 
Isaac Pitblado, Esq., K.C. 
William Pitt Riley, Esq. 
Thomas Alexander Russell, Esq. 
PRGHONTO MUG MGHAG HO OMPAINTY 0.098. 5c cc he. cc Oe aie www breteretatare tortor erates orempociee Me 7 3 
Alexander Mainwaring Morris Kirkpatrick, Esq. 
Arthur Frank White, Esq. 
Thomas Henderson Wood, Esq. 
MORONTO SAVINGS AND WOAN WOMPANY, WIMITED.......)..-.00-cccccccceccceses 12 4 
Herbert Coplin Cox, Esq. 
Sydney Henry Logan, Esq. 
George Andrew Morrow, Esq. 
Edward Rogers Wood, Esq. 
Tue Tuckert Topacco CoMPpANY, LIMITED, AND SUBSIDIARIES...............00: 12 2 
Howard Sudlow Andrews, Esq. 
William Egerton Phin, Esq. 
VAISS PASIAN CEO ONPMINY 02.0. 5 ole cso doce sacieccciec Mfiovcchecccccadecnccvesss 17 5 
Sir John Aird. 
Herbert Coplin Cox, Esq. 
Miller Lash, Esq., K.C. 
George Andrew Morrow, Esq. 
Edward Rogers Wood, Esq. 
ROYAL BANK OF CANADA 
Total 
Royal 
Corporation Sumber Bank Name 
iD aaare Directors 
AndianyNeation dine WA et. 6.8... Asn df 2 Sir Herbert 8. Holt. 
G. Harrison Smith. 
Beauharnois Power Corporation Ltd............ 11 2 M. W. Wilson. 
J.S. Norris. 
Bellilelephone,@ompany....1.. 0.0... ss... 15 2 P. F. Sise. 
W. F. Angus. 
British Columbia Power Corporation........... 15 2 Sir Herbert S. Holt. 
W. J. Blake Wilson. 
British Columbia Pulp and Paper Company.... 8 2 W. J. Blake Wilson. 
W. H. Malkin. 
BrandrameHendersonm Limited............)...... 1a 2 Hon. William A. Black. 
G. MacGregor Mitchell. 


82684—64} 


— 
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THE ROYAL BANK OF CANADA—Continued 


Corporation 


Total 
Number 
of 
Directors 


Royal 
Bank 
Directors 


Name 


Canadian Airways (Company. ..3...5..-0.05 ae 


Canadian; Bronze.Company eo... ose ee ae 


Canadian General Electric Company............ 


Canadian Light and Power Company........... 
@anadianvbacitic Railweyee qe cee 
CanadaiStesmshipsiines ates ete sae 
Coalmont Collemesseimmited: eae.) a2 ae 
Consolidated Mining & Smelting Company. oe 


Dominionsb ridge, Companuyee eee ae 


Dominion Engineering Works, Ltd.............. 


Dominion Coal and Steel Corporation........... 


Eastern Canada Steel and Iron Works........... 
The Hastem “urust Companys. oo. --2 Here 
FairchildyAunersittgeimuteders+ cpa... 4-6 aoe 


Foundation Company of Canada Limited....... 


Great West Life Assurance Company........... 
Hillerest Colllerieswiuimitedweh-. >... -.-. 4b. -e- 


Holt Rentrew, andi@ompanyys. +. 3-456 5 aes 


Home Oil Company iaimuitedsse eee ee 


16 


14 


18 


13 


16 


17 


Sir Herbert S. Holt. 
W. J. Blake Wilson. 
M. W. Wilson. 


Sir Herbert S. Holt. 
A. E. Dyment. 


Sir Herbert 8. Holt. 
Julian C. Smith. 

A, E, Dyment. 
Stephen Haas. 

W. J. Blake Wilson. 


Julian C. Smith. 
J. 5. Norris: 


Sir Herbert 8. Holt. 
W. J. Blake Wilson. 


Hon. A. J. Brown, K.C. 
C. B. McNaught. 


W. J. Blake Wilson. 
W. H. Malkin. 


Sir Herbert 8. Holt. 
W. J. Blake Wilson. 


Sir Herbert 8S. Holt. 
Hon. A. J. Brown, K.C. 
G. H. Duggan. 

Julian C. Smith. 

W. F. Angus. 

C. B. McNaught. 

W. J. Blake Wilson. 


Sir Herbert 8S. Holt. 
Hon. A. J. Brown, K.C. 
G. H. Duggan. 

Julian C. Smith. 

W. F. Angus. 

P. F. Sise. 


Sir Herbert S. Holt. 
G. H. Duggan. — 
C. B. McNaught. 


G. H. Duggan. 
W. F. Angus. 


Hon. William A. Black. 
J. McG. Stewart, K.C. 


G. H. Duggan. 
Julian C. Smith. 


Hon. A. J. Brown, K.C. 
W. F. Angus. 
C. B. McNaught. 


W. H. McWilliams. 
18, de, leniles7 


Sir Herbert S. Holt. 
G. H. Duggan. 


Sir Herbert S. Holt. 
Hon. A. J. Brown, K.C. 
W. H. MeWilliams. 


W. J. Blake Wilson. 


W. H. Malkin. 
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THE ROYAL BANK OF CANADA—Concluded 


Corporation 


Total 
Number 
of 
Directors 


Royal 
Bank 
Directors 


Name 


Howard Smith Paper Mills Limited 
Hydro Electric Bond and Share................ 


Montreal Light Heat and Power Consolidated. . 


Montinest aris ty © OMMPAD Ye i e.c cscs sresepceceeteccern MOLE), 


Nationallinist Company... 2.555... ...6..n05000: 


NorthermmeblectrieCompany.............. eses 


Northern Mortgage Company.................. 


Northern Trusts Company, Winnipeg........... 
Nova Scotia Light and Power Co............... 
@Quebecskomer Companye ns 255.92. Ne. oS 


Shawinigan Water and Power Company......... 


Steel Company of Canada Limited............. 


Sunvlite AssuranceiCompany..2:2. 225.522. ©. 


pucketthopacco|COMmpalye......... 2.06.40. -:. 


Wnited Secunities ermitede. 5 se... jc,> Hein. d- 


14 


12 


24 


34 


10 


11 


17 


12 


iil 


Sir Herbert S. Holt. 
C. B. McNaught. 


Sir Herbert S. Holt. 
J.S. Norris. 


Sir Herbert 8. Holt. 
Julian C. Smith. 
J.S. Norris. 


Sir Herbert S. Holt. 
Hon. A. J. Brown, K.C. 
M. W. Wilson. 

G. H. Duggan. 
Robert Adair. 
Julian C. Smith. 

J. 8S. Norris. 

W. F. Angus. 

P. F. Sise. 

A.E. Dyment. 

C. B. McNaught. 


W. H. McWilliams. 
A. McTavish Campbell. 
C.S. Wilcox. 


Rite duiley. 
Capt. Wm. Robinson. 
W. H. Malkin. 


Reieshiley. 
W. H. Malkin. 


G. MacGregor Mitchell. 
J. McG. Stewart, K.C. 


Julian C. Smith. 
John T. Ross. 


Sir Herbert 8. Holt. 
Julian C. Smith. 
G. H. Duggan. 


Hon. A. J. Brown, K.C. 
G. H. Duggan. 
C. S. Wilcox. 


Sir Herbert S. Holt. 
Robert Adair. 
C. B. McNaught. 


Sir Herbert S. Holt. 
C. S. Wilcox. 


Julian C. Smith. 
J. S. Norris. 
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THE DOMINION BANK 


, Total 
Name of Company Dominion Bank Directors Number of 
on Board Directors 
on Board 
Canada; Northwestavand @o, td). .cseee eee IA, Wee Austin. .o0558 5. eo 2 meee 9 
A. Cj Matthews. Wisiiui See Ree ee 
BoGe@sler: (6.5200 ane eee 
Canadian Surety‘Company.wiei:...8.....:..4... 4. A. Ci Matthews.......... ait bee eee ee 10 
K. Gordon Osler®.: 7.45. eee 
Consolidated Mining & Smelting Co............... R. S. MeHaughiine: 3. 2a¢ee'y. ere paging 14 
B. Gd Osler... so). eee 
Consumers? Gas) Co. ot oronton..- 2-46 p eee A. Wi Augtinece .ccs5 aes ce Cee, 10 
BW. GPOsler is ick ee oes 
Toronto General Trusts Corporation............... A. Cl Matthews... se eseee ieee 23 
W. WieeNears 25 55> eee eee eee 
i. A Walliams. ee eee ee 
Winnipeg Western Band Cos Titd.....5..........-. A. Ci Matthewsi....5 0 ete eee Ue 
iH. Gordon’ Osler: 6.0) ie eee 


DIRECTORS OF BANQUE CANADIENNE NATIONALE ON OTHER BOARDS (WHERE 


TWO OR MORE) 


Name of Company 


Total 
Number of 
Directors 
of the 
Company 


Number 

of Bank’s 

Directors 
on the 
Board 


La CarssuDEiconomim pH Notre DAME pm QuUmBEC....)...........-.. 6 sae 10 3 


A. N. Drolet, Esq. 
J. H. Fortier, Esq. 
Sir George Garneau. 


PROVINCIAL TRANSPORT COMPANY... 
J. H. Fortier, Esq. 
Beaudry Leman, Esq. 


QursBEc PoWER CoMPANY........... 
J. H. Fortier, Esq. 
Hon. D. O. L’ Esperance. 


SHAWINIGAN WATER & PowER Comp 
Beaudry Leman, Esq. 
J. H. Fortier, Esq. 


Trust GENERAL DU CANADA........ 
A. N. Drolet, Esq. 
Sir George Garneau. 
Chas. Laurendeau, Esq., K.C. 
Beaudry Leman, Esq. 
Hon. D. O. L’Esperance. 
Hon. J. M. Wilson. 
L..G. Ryan, Esq. 


AIRE ioc bso ako eee rn a aoe ee 14 


PEON AME A oaHoTnG Jone oaeoneooBbodnad Jobs 18 7 
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DIRECTORS OF IMPERIAL BANK OF CANADA ON OTHER BOARDS 
(WHERE TWO OR MORE) 
Number | Number of 
of the Bank’s 
Name of Company Directors | Directors 
of on the 
Company | Company’s 
Board 
WHONEEDMHATION UUIME SASOCIATION. WELLL A, AA... Sell. cee De MGS LE. koe 12 3 
W.C. Laidlaw, Esq. 
Colonel J. F. Michie. 
R.S. Waldie, Esq. 
GENERAT ACCIDENTIASSUBANCE CoMPANY OF CANADA. .00)/..05.)0.. charge. eb cept. gee bee 3 
Colonel J. F. Michie. 
J. A. Northway, Esq. 
R. 8. Waldie, Esq. 
NAPs wAe VT nONG COMPANY. IUIMITED ccs nsec tock ces ecco o chee ences oct ene: 2 
R. 8S. Waldie, Esq. 
H. E. Sellers, Esq. 
SECURITIES ELOLDENG) CORPORATION, JUIMITED.. . ac oo06 es fos 556 she > qajuncde es “bya: leteccGh: «cr 2 
G. C. Heintzman, Esq. 
J. W. Hobbs, Esq. 
SCOTTISH CANADIAN ASSURANCE! CORPORATION: .s.s5. 0 cc oc- +c ss sabe lie eblab « cid. leiinabed «Get 4 2 
Colonel J. F. Michie. 
R. 8. Waldie, Esq. 
TNORONTOIGHNERALMERUSTS CORPORATION. «c:/iii. . gic. nce le stie oes eee ae os 23 2 
J. F. Michie, Esq. 
A. E. Phipps, Esq. 


BARCLAYS BANK (CANADA) 


List or COMPANIES HAVING TWO OR MORE OF THE BANK’s DIRECTORS ON THEIR BOARDS 


Name of Company— 
Sun Life Assurance Company of Can- 
ada. 


Number of Directors on Board...... 17 
Canadian Investment Fund Limited. 
Number of Directors on Board... 12 
Liverpool & London & Globe Insur- 
ance Co., Ltd. 
Number of Directors on Board.. 5 
Barclays Trust Company of Canada. 
Number of Directors on Board.. 5 


Bank’s Directors on Board— 
Mr. A. B. Purvis. 
Hon. L. A. Taschereau, LL.D., K.C. 


Right Hon. Sir Robert L. Borden, 
GICM.Gi PC: LEAD, Ke: 

Mr. A. B. Purvis. 

ilone WaseAeuaschercale lal) De hee: 


Mr, A. B. Purvis. 
Hon. L. A. Taschereau, LL.D., K.C. 


Right Hon. Sir Robert L. Borden, 
GCM Gs fC. Liles Kee: 

Mr. A. B. Purvis. 

Mr. A. A. Magee. 

Wir: He eRe Alton: 

Mine) aS @rossley- 
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Fee NPD Do ye 
Exutsir 18 


P.C. 2238 


Crrtiriep to be a true copy of a Minute of a Meeting of the Committee of the 


Privy Council, approved by His Excellency the Governor General on 
the 12th September, 1931. 


The Committee of the Privy Council have had before them a Report, dated 
11th September, 1931, from the Minister of Finance, recommending that, in 
pursuance of the Unemployment and Farm Relief Act, 1931, and of an under- 
taking on behalf of the Government, made before the Session of Parliament at 
which the said Act was passed, to implement by legislation the recommendation 
hereinafter set out, the Governor in Council guarantee repayment to the char- 
tered banks hereinafter mentioned: 


The Bank of Montreal, 

The Bank of Nova Scotia, 

The Bank of Toronto, 

The Canadian Bank of Commerce, 
The Royal Bank of Canada, 

The Dominion Bank, 

The Imperial Bank of Canada, 


of the amounts of money advanced by them to the Canadian Co-operative 
Wheat Producers Limited, hereinafter called ‘‘ Wheat Producers,’ and interest 
thereon until repayment as agreed between the said banks and Wheat Producers 
in connection with and incidental to the marketing of the wheat and other 
grains grown in the Provinces of Manitoba, Saskatchewan, and Alberta in the 
year 1930 and delivered to or in process of delivery to Wheat Producers, and 
including advances for purchases of wheat or other grains deemed necessary by 
Wheat Producers to secure the advantageous sale of such grains already 
delivered to or to be delivered to Producers. 


The Minister further recommends that such guarantee shall become opera- 
tive and payment thereunder, out of the Consolidated Revenue Fund, of the 
respective balances, if any, then owing, shall be made after Wheat Producers 
has sold and realized upon all or practically all such wheat and other grains in 
its possession or control, and application of the amounts realized, less expenses, 
has been made against such advances and interest, and thereupon the Governor 
in Council, on the recommendation of the Minister of Finance, shall determine 
the date at which payments are to be made in pursuance of this guarantee. 


The Committee concur in the foregoing recommendations and submit the 
same for Your Excellency’s approval. 


EK. J. LEMAIRE, 
Clerk of the Privy Council. 
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APPENDIX “K” 
Exuipit 19 


P.C. 2239 


Certiriep to be a true copy of a Minute of a Meeting of the Committee of the 
Committee of the Privy Council, approved by His Excellency the Gov- 
ernor General on the 12th September, 1931. 


The Committee of the Privy Council have had before them a report, dated 
11th September, 1931, from the Minister of Finance, submitting that the eco- 
nomic depression prevalent in Canada, in common with all other countries with 
which Canada has business relations, is intensified in the Provinces of Manitoba, 
Saskatchewan and Alberta by a partial crop failure, and the difficulty of finding 
a market for the exportable surplus as rapidly as deliveries are made by the 
farmer of wheat and other grains grown in the year 1931 in those Provinces is 
apparent. There is need, therefore, if unemployment and distress are not to grow 
greater, not only in those Provinces but elsewhere in Canada, of making imme- 
diate provision to enable the farmers in those Provinces to sell at market rates 
or secure reasonable advances upon delivery of their wheat and other grains to 
the marketing agencies possessing the facilities for marketing the crop. These 
marketing agencies are— 

Manitoba Wheat Pool, with its subsidiary Manitoba Pool Elevators, 
Limited. 


Saskatchewan Co-operative Wheat Producers, Limited with its sub- 
sidiary Saskatchewan Pool Elevators, Limited. 


Alberta Wheat Pool, with its subsidiary Alberta Pool Elevators, Limited. 


but they, while possessed of a certain amount of cash, do not possess adequate 
financial resources warranting banking advances that will probably be necessary. 
Representations have been made by the respective Provincial Governments, al- 
ready burdened by obligations arising out of the marketing of the 1929 crop, for 
assistance from the Government of Canada. 


The Committee, therefore, on the recommendation of the Minister of Finance, 
advise that repayment of advances made by any chartered bank to any of 
these Marketing Agencies, and interest thereon as may be agreed upon between 
the banks and such Marketing Agencies, in connection with and for the pur- 
pose of marketing said wheat and other grains, be guaranteed by the Gov- 
ernor in Council under the authority of the Unemployment and Farm Relief 
Act, 1931, under the conditions and to the extent hereinafter mentioned, to 
wit: 

(a) That the Manitoba Pool Elevators, Limited, Saskatchewan Pool Ele- 
vators, Limited, and Alberta Pool Elevators, Limited, shall each have 
at the outset of the marketing season of 1931 as working capital cash 
equivalent to twenty per centum of the respective bank credits first 
applied for and granted to them respectively and to Manitoba Wheat 
Pool, Saskatchewan Co-operative Wheat Producers, Limited, and 
Alberta Wheat Pool, respectively, but such percentage of cash require- 
ment shall not apply to additional credits which may be granted later 
in the marketing season: 

(b) The certified statement of Messrs. Price, Waterhouse and Company, 
nominated by the Minister of Finance as auditors for the purpose, 
showing the amount of such working capital, shall be conclusive as to 
the amount of such cash for all purposes of this guarantee: 
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(c) That in the case of wheat delivered for sale upon the Pool plan the 
initial payment on such wheat to the farmer be on the basis of 55 cents 
per bushel No. 1, Northern, Fort William, or such other basis as may 
be approved from time to time by the Minister of Finance, and on 
other grains proportionately, the relative market prices of wheat and 
of such other grains being the basis: 

(d) That security upon the wheat and other grains be taken by the banks 
under the provisions of the Bank Act: 

(e) The extent of the guarantee shall be limited to the maintenance at 
all times of a fifteen per centum margin in the securities so taken. 


When, in the usual course of accounting and auditing from time to time, 
it is ascertained that the margin of fifteen per centum is impaired, the lia- 
bility under the guarantee of the Government to the several banks shall accrue. 


The Committee, further advise that in the event of impairment as above 
set forth further advances under this guarantee may thereafter be made by the 
banks, the total not to exceed the respective credits originally established by 
the banks for the respective Marketing Agencies unless and until the Minister 
of Finance makes further arrangements with the banks for additional credits 
if such be required. 


The Committee further advise that payment under this guarantee shall 
be made out of the Consolidated Revenue Fund for the respective balances, 
if any are owing after the Marketing Agencies have sold and realized upon all 
or practically all such wheat and other grains in their possession or control 
and application of the amounts realized, less expenses, has been made against 
bank advances and interest, and thereupon the Governor in Council, on the 
recommendation of the Minister of Finance, shall determine the date at which 
payments are to be made in pursuance of this guarantee. 


(Sgd.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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ANP IE SUD ID CE iy 
Exnipit 20 


P.C. 2403 


Crrtiriep to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by the Deputy of His Excellency the Gover- 
nor General on the 28th September, 1931. 


The Committee of the Privy Council have had before them a Report, dated 
26th September, 1931, from the Minister of Finance, submitting that when Order 
in Council P.C. 2239, was passed on the 12th September, 1931, to facilitate, 
as therein set out, the marketing of wheat and other grains grown in the Provinces 
of Manitoba, Saskatchewan and Alberta in 1931, the information available as 
to the financial position of the Marketing Agencies therein mentioned to wit— 

Manitoba Wheat Pool, with its subsidiary Manitoba Pool Elevators, 
Limited, 

Saskatchewan Co-Operative Wheat Producers, Limited, with its sub- 
sidiary Saskatchewan Pool Elevators, Limited, 

Alberta Wheat Pool, with its subsidiary Alberta Pool Elevators, 
Limited, 


was to the effect that at the outset of the marketing season of 1931 the working 
capital of these Marketing Agencies was in cash. 


The Minister states that Messrs. Price, Waterhouse and Company, nomin- 
ated by him to certify in pursuance of the said Order, report that the working 
capital of such Marketing Agencies at the time aforesaid was partly in cash, 
partly grain and receivables. 


The Minister, therefore, for the reasons set out in said Order in Council, 
and to enable the farmers in these Provinces to sell at market rates or to secure 
reasonable advances upon delivery of their wheat and other grains to the said 
Marketing Agencies which possess the facilities necessary for marketing the crop, 
recommends that repayment of advances made by any chartered bank to any 
of these Marketing Agencies, and interest thereon as may be agreed upon between 
the banks and such Marketing Agencies in connection with and for the purpose 
of marketing said wheat and other grains, be guaranteed by the Governor in 
Council under the authority of the Unemployment and Farm Relief Act, 1931, 
under the conditions and to the extent hereinafter mentioned, to wit— 


(a) That the Manitoba Pool Elevators, Limited, Saskatchewan 
Pool Elevators, Limited and Alberta Pool Elevators, Limited, shall each 
have at the outset of the marketing season of 1931 working capital equiva- 
lent to twenty per centum of the respective bank credits first applied 
for and granted to them respectively and to Manitoba Wheat Pool, 
Saskatchewan Co-Operative Wheat Producers, Limited, and Alberta 
Wheat Pool, respectively, but such percentage of working capital require- 
ment shall not apply to additional credits which may be granted later in 
the marketing season; 

(b) The certified statement of Messrs. Price, Waterhouse and Com- 
pany, nominated by the Minister of Finance as auditors for the purpose, 
showing the amount of such working capital, shall be conclusive as to the 
amount thereof for all purposes of this guarantee; 
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(c) That in the case of wheat delivered for sale upon the Pool plan 
the initial payment on such wheat to the farmer be on the basis of thirty- 
five cents per bushel No. 1, Northern Fort William, or such other basis 
as may be approved from time to time by the Minister of Finance and on 
other grains proportionately, the relative market prices of wheat and of 
such other grains being the basis; 


(d) That security upon the wheat and other grains be taken by the 
banks under the provisions of the Bank Act; 


(e) The extent of the guarantee shall be limited to the maintenance 
at all times of a fifteen per centum margin in the securities so taken. 


When, in the usual course of accounting and auditing, from time to time, it 
is ascertained that the margin of fifteen per centum is impaired, the liability 
under the guarantee of the Government to the several banks shall accrue. 


The Minister recommends that in the event of impairment as above set 
forth further advances under this guarantee may thereafter be made by the 
banks, the total loans outstanding at any one time not to exceed the respective 
credits originally established by the banks for the respective Marketing Agencies, 
but loans in excess of the credits originally established shall not be made unless 
and until the Minister of Finance makes further arrangements with the banks 
for additional credits if such be required. 


The Minister further recommends that payment under this guarantee 
shall be made out of the Consolidated Revenue Fund for the respective balances, 
if any are owing, after the Marketing Agencies have sold and realized upon all, 
or practically all, of such wheat and other grains in their possession or control, 
and application of the amounts realized less expenses, has been made against such 
bank advances and interest, and thereupon the Governor in Council on the 
recommendation of the Minister of Finance, shall determine the date at which 
payments are to be made in pursuance of this guarantee. 


The Committee concur in the foregoing recommendations and submit the 
same for approval. 


(Sed.) KE. J. LEMAIRE, 
Clerk of the Privy Council. 
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AIPIEIDINIDIOS & IM” 
EXHIBIT 21 


E2077, 


Certiriep to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by His Excellency the Governor General cn 
the 30th November, 1931. 


The Committe of the Privy Council have had before them a Report, dated 
26th November, 1931, from the Acting Minister of Finance, directing attention 
to Order in Council P.C. 2403, dated the 28th September, 1931, pursuant to 
which, under the authority of The Unemployment and Farm Relief Act, 1931, 
certain guarantees were authorized, based on the financial position of the 
Marketing Agencies therein mentioned, to wit: 


Manitoba Wheat Pool, with its subsidiary 

Manitoba Pool Elevators, Limited, 

Saskatchewan Co-operative Wheat Producers, Limited, 
with its subsidiary 

Saskatchewan Pool Elevators, Limited, 

Alberta Wheat Pool, with its subsidiary 

Alberta Pool Elevators, Limited. 


These guarantees were authorized to enable the farmers in the Provinces of 
Manitoba, Saskatchewan, and Alberta to sell at market rates, or to secure 
reasonable advances, on delivery of their wheat and other grains grown in these 
Provinces in 1931, and to make provision for the credit facilities, under existing 
abnormai financial conditions, necessary to effect these purposes. 


These guarantees, in favour of any chartered bank making advances to the 
Marketing Agencies, were conditioned upon the possession by the latter of work- 
ing capital at the outset of the 1931 marketing season equivalent to one-fifth of 
the credits to be established. 


The report received by the Minister of Finance from Messrs. Price, Water- 
house & Company, auditors nominated for the purpose, does not disclose a satis- 
factory working capital position at the outset of the marketing season of these 
Marketing Agencies. 


Inasmuch, therefore, as there was a misunderstanding of the working capital 
position of these Marketing Agencies when said Order in Council was passed, 
and inasmuch as it is of importance, not only to the farmers who are marketing 
grain in the three Provinces mentioned, but to the whole of Canada, that there 


-be no interruption in the course of marketing of these grains now in progress, 


the Minister recommends that, under the authority of the said The Unemploy- 
ment and Farm Relief Act, 1931, repayment of advances made and to be made 
by any chartered bank to any of these Marketing Agencies, and interest thereon 
as may be agreed upon between the banks and such Marketing Agencies, in 
connection with and for the purpose of marketing said wheat and other grains, 
be guaranteed by the Governor General in Council, under the authority of the 
said Act, to the extent and subject to the conditions hereinafter mentioned, to 
wit: 
(a) That the total of such advances outstanding at any one time shall not 
exceed the amounts following, to 
Manitoba Wheat Pool, with its subsidiary 
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Manitoba Pool Elevators, Limited, $1,250,000. 

Saskatchewan Co-operative Wheat Producers, Limited, 
with its subsidiary 

Saskatchewan Poo] Elevators, Limited, $12,000,000. 

Alberta Wheat Pool, with its subsidiary 

Alberta Pool Elevators, Limited, $7,500,000. 


(b) That in the case of wheat delivered for sale upon the pool plan the 
initial payment on such wheat to the farmer be on the basis of thirty- 
five cents per bushel No. 1 Northern, Fort William, or such other basis 
as may be approved from time to time by the Minister of Finance, 
and on other grains proportionately, the relative market prices of wheat 
and of such other grains being the basis; 

(c) That security upon the wheat and other grains be taken by the banks 
under the provisions of the Bank Act; 

(d) The extent of the guarantee shall be limited to the maintenance at all 
times of a fifteen per centum margin in the securities so taken. 


When, in the usual course of accounting and auditing, from time to time, it 
is ascertained that the margin of fifteen per centum is impaired, the liability 
under the guarantee of the Government to the several banks shall accrue. 


The Minister also recommends that in the event of impairment as above 
set forth further advances under this guarantee may thereafter be made by the 
banks, the total loans outstanding at any one time not to exceed the respective 
amounts above set out. 


The Minister further recommends that payment under this guarantee shall 
be made out of the Consolidated Revenue Fund for the respective balances, if 
any are owing, after the Marketing Agencies have sold and realized upon all, 
or practically all, of such wheat and other grains in their possession or control, 
and application of the amounts realized less expenses, has been made against 
such bank advances and interest, and thereupon the Governor in Council on the 
recommendation of the Minister of Finance, shall determine the date at which 
payments are to be made in pursuance of this guarantee. 


The Committee concur in the foregoing recommendations and submit the 
same for approval. 


(Sed.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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/MIPIPIISAD IOS 8 INE 
EXHIBIT 22 


PAC, 1546 


CrrtiFriep to be a true copy of a Minute of a Meeting of the Committee of the 


Privy Council, approved by His Excellency the Governor General on 
the 11th July, 1932. 


The Committee of the Privy Council have had before them a Report, dated 
8th July, 1932, from the Right Honourable the Prime Minister, for the Minister 
of Finance, submitting that he has had under consideration Order in Council 
of 12th September, 1931—P.C. 2238—in pursuance of which, under the authority 
of The Unemployment and Farm Relief Act, 1931, the Governor in Council 
guaranteed repayment to the chartered banks hereinafter mentioned: 


Bank of Montreal 

The Bank of Nova Scotia 

The Bank of Toronto 

The Canadian Bank of Commerce 
The Royal Bank of Canada 

The Dominion Bank 

Imperial Bank of Canada 


of the amounts of money advanced by them to the Canadian Co-operative 
Wheat Producers, Limited, hereinafter called ‘“ Wheat Producers”, and interest 
thereon until repayment as agreed between the said banks and Wheat Producers, 
in connection with and incidental to the marketing of the wheat and other grains 
grown in the Provinces of Manitoba, Saskatchewan and Alberta, in the year 
1930, and delivered to or in process of delivery to Wheat Producers, and includ- 
ing advances for purchases of wheat or other grains deemed necessary by Wheat 
Producers to secure the advantageous sale of such grains then delivered to or 
to be delivered to Wheat Producers. 


The Order in Council further provided that such guarantee should become 
operative and payment thereunder, out of Consolidated Revenue Fund, of the 
respective balances, if any, then owing should be made after Wheat Producers 
had sold and realized upon all or practically all of such wheat and other grains 
in its possession or control, and had made application of the amounts realized, 
less expenses, against such advances and interest. 


The Minister is advised that a portion of the wheat and other grains in 
the possession or control of Wheat Producers as contemplated by said Order in 
Council, had not on the 30th day of April, 1932, at which date the powers created 
by the said Unemployment and Farm Relief Act, 1931, expired, been sold or 
realized upon and it has since been and may hereafter be deemed necessary 
by Wheat Producers, in order to secure the advantageous sale or disposition of 
the grains purchased or under its control, to procure, in addition to advances 
already made, further advances from the said banks to protect purchases of 
wheat or other grains already made or to be made. 


The Minister, therefore, having regard to the undertakings entered into 
in the Order in Council referred to, and under the authority of the Relief Act, 
1932, recommends that the Governor in Council guarantee to the said banks 
payment by the Canadian Co-operative Wheat Producers Limited of all such 
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advances made and to be made, and interest thereon as agreed between the 
said banks and Wheat Producers until repayment; such guarantee shall become 
operative and payment thereunder, out of Consolidated Revenue Fund, of the 
respective balances, if any, then owing shall be made after Wheat Producers 
have sold or realized upon all or practically all of such wheat and other grains 
in its possession or control, and application of the amounts realized less 
expenses has been made against such advances and interest, and upon failure 
of Wheat Producers to make forthwith payment of such balances to said banks, 
thereupon the Governor in Council, on the recommendation of the Minister of 
Finance, shall determine the date at which payments out of Consolidated 
Revenue Fund are to be made to said banks in pursuance of this guarantee. 


The Committee concur in the foregoing and submit the same for Your 
Excellency’s approval. 


(Signed) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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JETP IAG DIOGO)” 
EXHIBIT 23 


BOR 200% 
Privy Council, 
Canada. 


CERTIFIED to be a true copy of a Meeting of the Committee of the Privy Council, 
approved by His Excellency the Governor General on the 20th Septem- 
ber 1932. 


The Committee of the Privy Council have had before them a report, dated 
17th September, 1932, from the Minister of Finance, submitting as follows: 


The Economic depression prevalent in Canada, in common with all other 
countries with which Canada has business relations, still continues, and is par- 
ticularly severe in the Provinces of Manitoba, Saskatchewan and Alberta, be- 
cause these Provinces are largely dependent, under present unfavourable price 
conditions, upon the marketing of their grain crops in order to meet current 
obligations and to provide means for carrying the population until the next sea- 
son arrives. 


The marked variations in grain prices in the immediate past, and the uncer- 
tainty of future prices in the wheat markets of leading importing countries, 
makes it difficult, if not impossible, with an reasonable degree of safety, for 
banks to afford credit facilities to grain marketing agencies on the basis of 
current values of grain. On the other hand, the farmers of these Provinces 
greatly need to sell their wheat and other grains, as soon as deliveries are pos- 
sible, for cash at present prices, or to receive reasonable advances on deliveries 
made on the pool plan. If credit facilities are not available to them, the farmers’ 
demands for relief from provincial sources will necessarily become insistent, and 
these Provinces, already burdened financially with the consequences of the 
depression, have so represented the situation to the Government. Should there 
be any interruption in credit facilities for marketing grains grown in these Prov- 
inces in 1982, the credit and finacial position of these Provinces will be adver- 
sely affected, and it is with a view to protect the credit and financial position of 
these Provinces that the recommendation hereinafter set forth is made. 


There is need, therefore, of making immediate provision for the necessary 
credit facilities to enable the farmers in the Provinces named to sell at market 
rates their wheat and other grains grown in 1932 or to secure reasonable advan- 
ces upon delivery of such wheat and other grains, to the three marketing agencies 
possessing the facilities for handling the crop. 


These agencies are:— 
Manitoba Wheat Pool, with its subsidiary, Manitoba Pool Elevators, 
Limited. 
Saskatchewan Co-Operative Wheat Producers, Limited, with its sub- 
sidiary, Saskatchewan Pool Elevators, Limited. 
Alberta Wheat Pool, with its subsidiary, Alberta Pool Elevators, Ltd. 


hereinafter referred to as the “Marketing Agencies’, and while possessed of a 
certain amount of working capital, the Marketing Agencies have not adequate 
financial resources to warrant the banking advances that will probably be neces- 
sary. Representations have been made by the Governments of these Provinces 
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as already mentioned, and assistance from the Government of Canada by way 
of a Dominion guarantee to chartered banks making advances to the marketing 
agencies that such advances will be repaid, has been sought by these Govern- 
ments. 


The Minister, therefore, in view of the foregoing, recommends that under 
the authority of the Relief Act, 1932, the Governor General in Council guarantee 
to the chartered banks, payment by each of the Marketing Agencies of the ad- 
vances made, or to be made, by any chartered bank to any of these Marketing 
Agencies, in connection with and for the purpose of marketing wheat and other 
grains grown in these Provinces in 1932, and of the balances of any such advances 
as may be owing after crediting repayments from time to time, together with 
interest on such advances and balances, until payment in full is made, at the 
rate agreed upon between such banks and the Marketing Agencies—the guar- 
antee to be subject to the terms and conditions following: to wit 


(a) The total of such advances outstanding at any one time shall not 
exceed in the case of a Marketing Agency, an amount five times the 
working capital which such Marketing Agency had at the outset of the 
marketing season of 1932, so that such working capital shall he not less 
than twenty per centum of such maximum outstanding advances; 


(b) The certified statement of Messrs. Price, Waterhouse and Company, 
nominated by the Minister of Finance as auditors, for the purpose, 
showing the amount of such working capital, shall be conclusive to 
the amount of such working capital for all purposes of this guarantee; 


(c) In the case of wheat delivered for sale upon the Pool plan the initial 
payment on such wheat to the farmer shall be on the basis of thirty-five 
cents per bushel No. 1, Northern, Fort William, or such other basis as 
may be approved from time to time by the Minister of Finance, and on 
other grains proportionately, the relative market prices of wheat and 
of such other grains being the basis; 

(d) Security upon the wheat and other grains shall be taken by the banks 
under the provisions of the Bank Act; 


(e) The extent of the guarantee shall be limited to the maintenance at all 
times of a fifteen per centum margin in the securities so taken. 


Whenever, in the usual course of accounting and auditing, it is ascertained 
from time to time that the margin of fifteen per centum is impaired, the liability 
under the guarantee of the Government to the several banks shall accrue. 


The Minister, in view of the foregoing, also recommends that in the event 
of impairment as above set forth, further advances, to which this guarantee 
will be applicable, may thereafter be made by the banks, but the tctal loans 
outstanding at any time must not exceed five times the working capital at the 
outset of the marketing season of the Marketing Agency concerned; 


That notwithstanding anything hereinbefore contained, and whether there has 
or has not been impairment as above set forth, if, because of the large volume 
of the crop and of possible delay in export marketing, additional advances are 
necessary in order that farmers may be able to make deliveries of grain and 
obtain payment therefor or advances thereon without interruption, additional 
advances from the banks, may, from time to time, be made to the respective mar- 
keting Agencies, to which the guarantee herein set out shall apply, provided such 
additional advances have been authorized by Order in Council; and 


That payment under this guarantee shall be made out of the Consolidated 
Revenue Fund of the respective balances (if any are owing) and interest thereon 
as aforesaid, after the Marketing Agencies have sold and realized upon all or prac- 
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tically all such wheat and other grains in their possession or control, and appli- 
cation of the amounts realized, less expenses, has been made against bank advan- 
ces and interest, and thereupon the Governor General in Council, upon the recom- 
mendation of the Minister of Finance, shall determine the date on which pay- 
ments are to be made to such banks out of the Consolidated Revenue Fund in 
pursuance of this guarantee. 


The Committee concur in the foregoing and submit the same for Your Excel- 
lency’s approval. 


(Signed) BR. J. LEMAIRE, 
Clerk of the Privy Council. 


on204 ord 
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APPENDIX P 
Exuipit 24 


Copy 
P.C.. 508 


CrrTIFIED to be a true copy of a Minutes of a Meeting of the Committee of the 
Privy Council approved by His Excellency the Governor General on 
the 20th March, 1933. 


The Committee of the Privy Council have had before them a report, dated 
17th March, 1933, from the Minister of Finance, submitting as follows: 


Attention is directed to Privy Council Order No. 2077 assented to on the 
20th September, 1932, passed under the authority of the Relief Act, 1932, under 
which, because of the economic depression prevalent in Canada and for the 
reasons therein set out, a guarantee was given to the chartered banks in respect 
of advances made or to be made by any chartered bank to— 


Manitoba Wheat Pool with its subsidiary Manitoba Pool Elevators, 
Limited, 

Saskatchewan Co-operative Wheat Producers Limited, with its sub- 
sidiary, Saskatchewan Pool Elevators, Limited. 


Alberta Wheat Pool, with its subsidiary, Alberta Pool Elevators, 
Limited, 


Or any of whom (hereinafter referred to as Marketing Agencies), in connection 
with and for the purpose of marketing wheat and other grains grown in the 
provinces of Manitoba, Saskatchewan and Alberta in 1932. 


Two classes of transactions in respect thereof were guaranteed; first, 
advances to enable the farmers in those provinces to sell such wheat and other 
grains at market rates to the Marketing Agencies; or second, to secure reason- 
able advances through such agencies upon delivery of such wheat and other 
grains upon the Pool Plan, the Pool Plan advance as fixed by Order in Council 
being 35 cents per bushel No. 1 Northern, Fort William, or such other basis 
as might be approved from time to time by the Minister of Finance. Approxi- 
mately thirteen million bushels of wheat have been delivered on the Pool Plan 
up to the present time. Prices so far received by the Marketing Agencies for 
wheat of the 1932 crop would probably not justify a present increase by the 
Minister of Finance in the basis of 35 cents per bushel. 


Farmers who have been advanced on the basis of 35 cents per bushel on 
the Pool Plan are in need of money to assist in putting in the 1933 crop, and 
a payment forthwith of 5 cents per bushel in respect of all such wheat delivered 
or in course of delivery is urgently required to this end. 


For these reasons and the reasons set out in said Order in Council, and in 
order that farmers resident in those provinces may be able to make more 
certain of production in the 1933 crop season, thereby assisting the financial 
and credit positions of those provinces, the Minister recommends that under the 
authority of the Relief Act, 1932, Your Excellency in Council guarantee, to the 
chartered banks, payment by each of the Marketing Agencies of the advances 
made, or to be made, of 5 cents per bushel in respect of all such wheat delivered 
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or that may be delivered before the expiry of said Act, together with interest 
thereon until payment in full is made, at such rate as may be agreed upon by 
the Marketing Agencies and such banks. 


That this guarantee be in addition to any obligation that may become 
due and payable under the guarantee provided in said Order in Council No. 2077, 
of the 20th September, 1932; and 


That after the Marketing Agencies have sold and realized upon all or 
practically all such wheat and other grains in their possession or control, as set 
out in said Order in Council No. 2077, and the application of the amount 
realized, less expenses, has been made against bank advances and interest in 
pursuance of the said Order in Council, the balance, if any, arising from such 
sale, after such deductions have been made, shall be applied in payment of 
the obligations of the Marketing Agencies to the banks making advances guar- 
anteed under any Order based on this Report, and if there should be no such 
balance or an insufficient balance, then the amount due or remaining due in 
respect of the advances made under such Order, and the interest thereof, shall 
become due and payable to such banks out of the Consolidated Revenue Fund, 
and thereupon the Governor General in Council, upon the recommendation of 
the Minister of Finance, shall determine the date on which payment thereof 
out of the Consolidated Revenue Fund is to be made. 


The Committee concur in the foregoing recommendation and submit the 
same for approval. 


(Sed.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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APPENDIX “Q” 
Exursit 25 


P.C. 685 


CerrtiFIep to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by His Excellency the Governor General on 
the 12th April, 1933. 


The Committee of the Privy Council have had before them a report, dated 
11th April, 1933, from the Minister of Finance, stating that he has had under 
consideration Privy Council Order No. 1576, approved by His Excellency the 
Governor General, on the 11th July, 1932, whereby the Governor in Council 
guaranteed to the chartered banks hereinafter mentioned: ; 


Bank of Montreal, 

The Bank of Nova Scotia, 

The Bank of Toronto, 

The Canadian Bank of Commerce, 
The Royal Bank of Canada, 

The Dominion Bank, 

Imperial Bank of Canada, 


payment by the Canadian Co-operative Wheat Producers, Limited, hereinafter 
called ‘‘ Wheat Producers,” of all advances made or to be made by said banks 
to Wheat Producers and interest thereon as agreed between the said banks and 
Wheat Producers until repayment, as in said Order in Council provided. 


On the 31st day of March, 1933, the powers created by the Relief Act, 1932, 
expired. The Minister is advised that at such date Wheat Producers had in its 
possession wheat acquired in connection with and pursuant to said Order in 
Council, and that contracts for the purchase and future delivery of wheat and 
other grains had previously been entered into by Wheat Producers, as contem- 
plated by and in pursuance of said Order in Council, in respect of and for the 
purposes of which advances were made under said Order in Council by said 
banks to Wheat Producers, and that further advances have been and may be 
deemed necessary by Wheat Producers after said thirty-first day of March in 
respect of such contracts or in respect of contracts in substitution for or in addi- 
tion to existing contracts for delivery of wheat and other grains, in order to secure 
the advantageous sale or disposal of such grains and contracts. 


The Minister, therefore, recommends that payment of the amounts of money 
advanced to Wheat Producers and interest thereon until repayment as agreed 
upon between the said banks and Wheat Producers, outstanding at the 31st day 
of March, 1933, and that payment of the amounts of such subsequent advances 
contemplated by this Order in Council as have been or may be deemed necessary 
by Wheat Producers to secure the advantageous sale or disposal of all grains 
and contracts including grain to be delivered to Wheat Producers thereunder 
and interest thereon until repayment, be guaranteed to said banks by the Gover- 
nor in Council under the authority of the Relief Act, 1933. 


The Minister further recommends that such guarantee shall become cpera- 
tive and payment thereunder, out of Consolidated Revenue Fund, of the respec- 
tive balances, if any, then owing, shall be made, after Wheat Producers have 
sold and realized upon all or practically all of such wheat and other grains in 
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its possession or control and have sold or disposed of all or practically all such 
contracts for future delivery of wheat and other grains and application of the 
amounts realized, less expenses, has been made against such advances and 
interest, and thereupon the Governor in Council, on the recommendation of the 
Minister of Finance, shall determine the date at which payments are to be made 
in pursuance of this guarantee. 


The Minister recommends that the Governor in Council may at any time fix 
and determine a date at which Wheat Producers shall proceed to sell and dispose 
of all wheat and other grains in its possession or control acquired under the 
guarantee of the Governor in Council, and shall proceed to sell and dispose of 
ail contracts, entered into and falling within this guarantee, for the future 
delivery to it of wheat and other grains. Application of the amounts realized, 
less expenses, shall be made against such advances and interest, and thereupcn 
the Governor in Council, on the recommendation of the Minister of Finance, shall 
determine the date at which payments, if any are required, are to be made in 
pursuance of this guarantee. 


The Minister finally recommends that should the Relief Act, 1933, expire 
and no renewal or further extension of the powers therein contained be then 
enacted, and any portion of such advances or interest to Wheat Producers be 
unpaid to the said banks, Wheat Producers shall proceed to sell and dispose of 
all wheat and other grains, if any, in its possession or control acquired under 
the guarantee of the Governor in Council and shall proceed to sell and dispose 
of all contracts entered into and falling within the guarantee of the Governor 
in Council for the future delivery to it of wheat and other grains. Application 
of the amounts realized, less expenses, shall be made against such advances and 
interest, and thereupon the Governor in Council on the recommendation of the 
Minister of Finance, shall determine the date at which payments are to be made 
in pursuance of this guarantee. 


The Committee concur in the foregoing recommendations and submit the 
same for approval. 


(Sgd.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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AGIELNID EX 3 yt 


EXxutsir 26 
P.C. 746 


CERTIFIED to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by His Excellency the Governor General on 
the 20th April, 1933. 


The Committee of the Privy Council have had before them a report, dated 
20th April, 1933, from the Minister of Finance, stating that under Order in 
Council P.C. 2077, dated the 20th day of September, 1932, and for the reasons 
and considerations therein set out, provision was made under the authority of 
The Relief Act, 1932, for the guarantee by the Governor in Council of advances 
made and to be made by chartered banks to certain marketing agencies therein 
named, to wit: 


Manitoba Wheat Pool, with its subsidiary Manitoba Pool Elevators, 
Limited, 

Saskatchewan Co-Operative Wheat Producers, Limited, with its sub- 
sidiary, Saskatchewan Pool Elevators, Limited, 

oe ee Pool, with its subsidiary Alberta Poo] Elevators, Lim- 
ited, 


(therein and hereinafter referred to as “the Marketing Agencies”), to enable 
the farmers of the Provinces of Alberta, Saskatchewan and Manitoba to sell 
their wheat and other grains grown in 1932, or to secure advances upon delivery 
of such wheat and other grains, to the marketing Agencies. 


The Minister observes that, in pursuance of said Order in Council, advances 
have been made from time to time by certain chartered banks to the Marketing 
Agencies but a substantial portion of the wheat and other grains grown in the 
year 1932 in these Provinces is as yet not marketed and is still in the possession 
or control of the farmers. On the 31st day of March, 1933, the Relief Act, 
1932, expired, and further advances under such guarantee could not in conse- 
quence be made. 


That in order, therefore, to give effect to the original intention, it is neces- 
sary that a guarantee supplemental to that originally given shall remain opera- 
tive and be effective until the whole of the 1932 crop is sold at market rates by 
the farmers to the Marketing Agencies, or where a sale and delivery outright 
is not made in the first instance, that advances on the Pool plan as in said Order 
in Council P.C. 2077 provided can be obtained on delivery of such wheat and 
other grains to the Marketing Agencies, and so continue until the Marketing 
Agencies have themselves made sale and delivery of such wheat and other grains 
and the payments to the banks in full as hereinafter provided have been made. 


The Minister, therefore, recommends under the authority of The Relief Act, 
1933, that the Governor in Council guarantee to the chartered banks payment 
by each of the Marketing Agencies of the advances heretofore made, or to be 
made, by any chartered bank to any of the Marketing Agencies, in connection 
with and for the purpose of marketing wheat and other grains grown in these 
Provinces in 1932, this guarantee to extend to any and all of the balances that 
may be owing after crediting repayments from time to time and interest thereon 
as may have been agreed upon between such banks and the Marketing Agencies, 
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until payment in full is made. This guarantee is to be subject to the terms and 
conditions and supplemental provisions set out in the said Order in Council 
P.C. 2077. Such terms and conditions and supplemental provisions shall be 
deemed to be incorporated herewith, the intention being that The Relief Act, 
1933, in its operation, shall be supplemental in point of time to The Relief Act, 
1932, and that under the authority of the two Acts, the former effective up to 
the 31st March, 1933, and the latter to the 31st March, 1934, a full and effective 
guarantee and payment in full as hereinbefore and hereinafter set out shall be 
provided. 


The Minister further recommends that payment under this guarantee shall 
be made out of Consolidated Revenue Fund of the respective balances, if any 
are owing, and interest thereon, as aforesaid, after the Marketing Agencies have 
sold and realized upon all or practically all such wheat and other grains in their 
possession or control and application of the amounts realized less expenses has 
been made against bank advances and interest and thereupon the Governor in 
Council upon the recommendation of the Minister of Finance, shall determine 
the date upon which payments are to be made out of the Consolidated Revenue 
Fund in pursuance of this guarantee. 


The Committee concur in the foregoing recommendations and submit the 
same for approval. 


(Sgd.) E. J. LEMAIRE, 
Clerk of the Privy Council. 


The Honourable 
the Minister of Finance. 
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Exuisir 27 
CANADIAN PACIFIC RAILWAY COMPANY 


GRAND TOTAL PAY-ROLLS (Exciuprne Oczan 8.8.), 1933 


JBNUATY Ss pis yscothagea kaa Ee pee ee ee ee ee 5, 583, 994 . 66 

Rebruary 507. 0 oc Sh ES ee ee 5, 422,909.78 

March eo ae ee ae ewe eke ae 5, 643, 625.85 

Aprile oe 28 iter Gee Ra) Ei ee hee ea heer 5, 512, 895.49 

MS Veer pacieg ciied Hci HEEL De Nae. at ps ay es ccie mE Rene 5, 757,476.26 

JUNG. ee ye gee Sere ee mee ete Sette) nme oe oe eee ter, 5, 867,376.36 

July 2h eat, OTE, Sa Pe OC Ghar or) OSA ee 5,949, 662.77 

Ani guste Be ah cep de shee Bae as iE a Ae anes ae ae aaa 5, 996, 884.33 

September faye i ee eee ee oe 5,765, 166.41 

October! PIO SE COL Te ia EURO Ree Ey ee eran 5,719, 338 31 

Novemberas!. ute ayn: DAN ee Ge TA. ee ee ae DAM eno, 

December sige: cpr cy tig Sate ay ne CeIn ae cae eign. gee oy pee gig 5, 521, 858 .83 

Totalss.cijo8.. a: he FR GAY. Gs) Ais eas ee $ 68,213,961.57 

Steamshipser. see! cee meh ee DO ia A peek, ea cami, 4,310, 000.00 

$ 72,523,961.57 

ANEIEITINIDIOS Ab 
EXHIBIT 28 
CANADIAN PACIFIC RAILWAY COMPANY 
NUMBER OF EMPLOYEES 

1929 1933 

Maximum 23) 3.25. FSS sb cae a ae ee 96, 500 63, 000 

Minin yan os ee EN ee 70,500 53, 000 

PO: ¢: 4 an AMG NG BHR NOAM nen de so keh ooh oe 83,500 58,000 

INIPIPIDINIDIOS (0h 
Exuipir 31 
CANADIAN PACIFIC RAILWAY COMPANY 
RECORD OF DIVIDENDS FOR YEARS 1920-1932 
ORDINARY Stock PREFERENCE Stock 
Year Rate Amount Year Rate Amount 

$. .1cts: $ 
10% 26,000,000 00 4% 3,227,276 84 
10% 26,000,000 00 4% 3,227,276 84 
10% 26,000,000 00 4% 3,227,276 84 
10% 26,000,000 00 4% 3,675,010 18 
1924 ee a ae ck 10% 26,000,000 00 4% 3,993,341 38 
1925.5 er ae ee 10% 26,000,000 00 4% 4,005,943 52 
O26 aes os, See ees 10% 260003000) 00) W926 cee eee ee 4% 4,005,943 52 
DAG ee eee elaine Sadere ts oth oh 10% 26000000; 007 P1922 tees 4% 4,005,943 52 
1928.. 10% 29;353"632) 50) ||| 1928) tas i eees, Sais 4%, 4,067,547 41 
1929.. 10% 305 750,000, 00 1929) eee ee eee 4% 4,674,789 77 
LOB0 Re ea Sy oe eee 10% 30, 242907 50: ||P LG308 ence ee ee eae 4% 5,005,623 43 
WOST Fk. eee. oe eee 5% 1637507000 007) 1931-35 eee ee. ee 4% 5,410,697 02 
WQB2. 5 5 tic suugh Sc RR ee eee hs eet OB on Soaucgehas eee aE i 2% 2,745,138 42 
318,096,540 00 51,271,808 69 
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Exuipit 33 


Copy 
PCs 2693 


AT THE GOVERNMENT HOUSE AT OTTAWA 
Tunspay, the 27th day of October, 1931 


PRESENT: 
HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL: 


Whereas the Acting Minister of Finance reports that, owing to the existing 
general depression, but more particularly the recent international monetary 
developments, quotations have been recorded in the security markets for many 
high-grade Government securities which would not seem to be normal or reason- 
able quotations, or such as might serve as a proper indication of the intrinsic 
value thereof, having regard to the fact that the security behind these obliga- 
tions has undergone no fundamental change; 

And Whereas the chartered banks are required, under the provisions of 
the Bank Act, to show investment securities in their monthly and annual 
financial statements at not in excess of market values; 

And Whereas representations have been made by the Inspector-General 
of Banks that it is in the public interest that a reasonably stable basis of valua- 
tion be determined for such high-grade securities; 

And Whereas Section 4 of Chapter 58 of the Statutes of 1931 provides 
that His Excellency the Governor General in Council shall have full power 
to make all such orders and regulations as may be deemed necessary or desir- 
able for, among other things, maintaining peace, order and good government 
throughout Canada; 

Therefore His Excellency the Governor General in Council is pleased— 
on the recommendation of the Acting Minister of Finance and under the auth- 
ority of Section 4 of Chapter 58 of the Statutes of 1931 aforesaid, and of all 
other powers and authorities in that behalf—to order and it is hereby ordered 
as follows: 


1. That for the purposes of the return provided under Section 112 of the 
Bank Act and Schedule “G” thereto, and the annual report as directed 
by Section 53 of the same Act, the chartered banks of Canada shall, 
until this Order is amended or rescinded, value the securities owned 
prior to the 31st day of August, 1931, at not more than the book 
value, or the current market prices thereof on the exchanges at the 
close of business on the 31st day of August, 1931, whichever may be 
the less and the securities acquired since the 3lst day of August, 1931, 
at not more than the cost price thereof. 

2. This Order shall come into force and effect on the 26th day of October, 
1931, shall apply to the returns of the chartered banks as from Septem- 
ber 30, 1931, and shall continue in full force and effect until the Ist 
day of March, 1932, unless sooner amended or rescinded by competent 
authority. 

(Sgd.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
The Right Honourable 
The Minister of Finance. 
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Exuipir 34 
THE CANADIAN BANK OF COMMERCE 


CLASSIFICATION OF BorRROWERS AT CANADA AND NEWFOUNDLAND BRANCHES AND 
Sr. Prmrre MigueL.on 
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30th November, 1929 


28th February, 1934 


He 
2. 


3. 


4, 


il 


Farmers, Ranchers and Cattle Buyers 
Food Products 
(2) AB DIRE Ta ee aeeier gaara OAT aha aie amma mnauaierie 
(b) Dairies, Butter and Cheese Factories and 
importers. <.eh Jeet erik: here fo bE fe! 
(c) Fish, including Packers and Dealers in a 
lareerwaysother thanthvetail’..:....) a. 
(d) Flour Millers and Flour Exporters... 
(e) Fruit and Vegetable Canners and Fruit 
HIXDOnteTS eee 
(f) Grain Dealers, Grain Exporters and Seed 
IMierchantcia tein coat pn. Ys . ep taccesract 
(@)Meatrand bork Packers....-0 0. wey: 
Lumber, Pulp and Paper (Manufacturers, Dealers 
and Loggers) LES. SERIE TEE A: » - cha STLBII CL. 
MANUISCHITELS ere ee Ue. eee an 
(a) Agricultural Implements.................... 
RO) PAUITOMTODNGS fo ce a ae 
(bb) Automobile Dealers and Agents........... 
(c}ebrewersand Distillers..212. ON Lee eae | 
(d) Builders’ Supplies; Brick, Cement, Gyproc, 
Paints VarMishes etCes. otk. oe ec on 
(Gp) TRUSTY ANI GE ae ces Sin oho Gens ar acl Eek ok melee Ces 
(f) Iron, Steel and Metal Products of all kinds, 
except Agricultural Implements and Auto- 
IMroliles yyy eest ee T LS ENO TIT: 
(hiiiringeman! ay $0. (bat). aos. ..20n 
(h) Musical Instruments............. 
(i) Rubber and Rubber Goods 
(j) Textiles, Cotton, Silk, Woollens, Wearing 
Amare eter nGeHursee Ss xe oes of 4. -e- 
(k) Tobacco, ’ Cigars, Cigarettes, Pipes and 
MMUkersyOundries stat. pee. OE. eto: he. 
CHROUIMRemIMenIes# 0 Nos ce oo. age. 


. Contractors, Builders and Dealers in Builders’ 


Supplies ete YAO LO TOTS LORI Fees 


. Loans to Customers for Building Purposes pending 


Permanent Financing, Real Estate, etc........ 


. Wholesalers and Retailers of all kinds not speci- 


fically classified elsewhere, including Coal 
Dealers, Importers, Exporters, Commission 
Merchants, Manufacturers’ Agents, Depart- 
mental and General Stores, etc............-.-. 


. Public Utilities (Power, Gas, Electric Light, 


Electric Railways, Steam Railways, etc.)...... 
Shipping hee. weert yobs. te og.coplb asks 
LIDAR. 5 Se aes See eee nae 

(a) Finance Companies (all companies dis- 

counting instalment paper including automo- 
imleupapen peers er Soh a. ok 

(b) Banks and Bankers.. 

(c) Trust Companies, Mortgaxe Companies and 

Minsurcin Gen © OMMpAMIeS) eek. ee eis Sa 
Loans against Stocks and Bonds vet So ce 
(a) To Brokers and Bond Dealers ws wit WA 
(b) To Private Individuals and Companies 
other than Brokers and Bond Dealers against 
readily marketable stocks and bonds. . 


. Loans to Private Individuals and Sundry Dealers 


AIG eMrAGerses. Vi ween Ne Hl Ee 


. Churches, Hospitals and Charitable Organizations 
. Governments, Municipalities and Schools........ 
. Staff (a) Residence vai (b) Other sw ae $71 


. Trade Bills Act ep and Sterling Ee Foreign 


Bills of Hxchanee: Purchased!) . Sie. 1) i. 


$ 
cles eit bea 32, 208 
oy. SEIS 78, 005 
V2 ct. STE 
Ly 2825 ieee! . 18 
ZROLOT | OE Re  e 
DNFAOL TI TOE at 
TOOK Weer es 
SOS TAO ye cy. ts} sxe 
POLO, [ete aoe: set 
Torin. “grt. 13, 105 
pe cence es 41, 272 
ZESMO ebayer es hae 4 
DOL eee eel. 256 
ACAD | eles stays 
COU pee ee ates te 
Taal ee ac 
PAPA A es a Rie es 
SLI FiA De eo ss pales 
N799R, OGL 
Ele litok - here) 
USO re tieyrres spate or 
8, 026 Jmacgeyy oy :f 
TAG 8 Ge AES 
15 Bh0 logs eueosycoe 
Behe Mh igae, 7,882 
a igs SES geal 5, 999 
Bhi ke ae 29,629 
baci ten Sake 6,190 
Oil: rie 1,264 
sapere 17, 640 
DAROGIE ie. oe se 
128 |. Peet. 2 
DCR seeeeoae sees 
a ae 89,780 
DOMOUST ica. Ssok . 
eb (OP as oa Meee om 
GROIN Aid treble 22,368 
Ee ee 2,815 
SOE Ee oa 42,925 
OO Ta! 846 
GEE L. AE. 21,459 
418, 387 


$ 
sick eens: 20,027 
BLE 1D. HOY. 41,942 
Ps OE acto et 
saat baad. 
(Pa ioe mgm 
AseTB \EG. BAGEL, 
eA apo hgse 
Se 0Rl eM... 
[st ae oe 
~s1adsiioxee 6, 305 
RN se? 20, 563 
3/018 PAUaT Geis, 
A470) siailt san. 
igh arg game 
POBr eee Ce 
LCE as ia ba 
ids ee 
SMIGDR |e Peer, 
ABBWOLLA 
i 
Pe Salads, rence el 
Vi: 
SAPP BE, 
BGlukh a. avril 
A ATT a. 3,391 
calinitcsd = ie 4,037 
ehhh gave 13, 104 
a ORs. & 17,71 
mcesrigh. 875 
Span 3, 080 
GOO ee eee 
4ihaeenorh. 
2 ATe Ne i  eeee 
ee 47,492 
30,000 jie. aaa 
TCAD le ecg Wak 
ene a 15, 160 
ci ee 1,863 
ee 39, 130 
eee. ale ae 692 
9 208. Oh 9,010 
nae ape 244,442 
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Exuisir 35: Return to an Order of the Committee, dated April 10 last, on 
motion of Mr. Bowman, viz:— 


Ordered: That the Committee be furnised with a statement showing the 
difference, if any, between the rates of interest charged by the Bank of Montreal 
on loans to municipalities in Eastern Canada and to municipalities in Western 
Canada, in the years 1930 and 1933, inclusive. 

A survey of municipal accounts carried at branches of the Bank of Montreal 
in the years 1930 to 1933 inclusive enables me to make the statement that rates 
charged on municipal borrowings in 1930-31-32 and the first half of 1933 were 
stable, and ranged from 54 per cent to 7 per cent and, since May or June, 1933, 
from 5 per cent to 64 per cent, and that during the four years rates to municipal 
porns generally in the West were about 4 of 1 per cent higher than in the 

ast. 

The minimum rate applies to the borrowings of a few of the largest cities 
whose credit is in the highest grade, and whose accounts are therefore sought 
after, competition being keen for such business. Their high credit standing is 
also reflected in the quotations for the bonds of these cities, indicating the demand 
for their securities on the part of the public. 

Rates charged on other municipal accounts at the present time vary from 
54 per cent to 64 per cent, according to the financial standing of the municipali- 
ties, the credit balances carried and the cost of doing business in the locality. 
There are relatively few cases where the maximum rate applies and they are to 
be found in the East as well as the West. 

Allowance being made for exceptions, the credit of the longer established 
municipalities has stood higher than that of newer communities, the finances of 
the older, for the most part, showing more stability and larger credit balances, 
accumulated over the course of years, in the way of sinking funds, etc., being 
maintained. Both factors, as well as the cost of doing business in the district, 
have a bearing on borrowing rates. 

In Western Canada there is a larger proportion of municipalities of more 
recent growth, and naturally they have accumulated less in the way of credit 
balances. These considerations and the higher cost to the bank of operating are 
taken into account in setting rates, and result in the majority of municipalities 
in the West paying fractionally higher rates. 

Following the reduction of 4 of 1 per cent in the rate allowed on savings 
deposits in May, 1933, rates charged on Eastern and Western municipal borrow- 
ings were correspondingly lowered wherever the credit standing and working of 
the account justified it. There were very few cases where a reduction was not 
made. 


Monrreat, April 16, 1934. 
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Exuisit 36: Return to an Order of the Committee, dated April 10th last, 
on motion of Mr. Power: 


Tue CanapIAN BANK OF COMMERCE 


EXTRACTS FROM CIRCULARS TO BRANCHES RE STOCK LOANS 
16th March 1927 
We do not regard it as the function of the banks to assist customers to 
speculate in stocks, particularly so where the means of the prospective borrowers 
are limited. The Managers must recognize that the stock market at the moment, 
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whether in the case of industrials or mines, is at a comparatively high level 
and it is human nature for the public not to sell when stocks give indications 
of arise. On the other hand, when stocks begin to go down, the public get very 
uneasy and they naturally try to sell out quickly, which, however accentuates 
the downward move. It is therefore necessary that liberal margins be well! 
maintained. 


19th May 1927 


We are not desirous of further increasing the aggregate of our loans against 
stocks and business which has pronounced earmarks of speculation or where the 
loans are out of proportion to the customers’ worth should be definitely declined. 
We are passing through a speculative cycle in which sight is likely to be lost of 
real values but a drop in prices must eventually take place and quotations are 
apt to fall to a surprising extent when the turn comes and there are few pur- 
chasers in the market. 


15th October 1927 


The persistent activity in the stock market evidencing as it does a good deal 
of indiscriminate buying of securities at high prices continues to give us con- 
siderable concern. In view of the fact that the market for stocks in Canada is 
relatively a narrow one, any sustained selling pressure is bound to have a great 
effect on present quotations. While we realize that a certain amount of this 
business must be taken up on grounds of general policy, it is more than ever 
necessary that careful discrimination should be exercised, that margins should be 
well maintained and that the borrower, apart from the securities he lodges, 
should have independent means sufficient to enable him to keep the margins right 
in a rapidly falling market. 


20th October, 1927 


The demands for money are increasing and with the movement of the crops 
in full swing it is obvious that the brokers will not find it so easy to secure loans 
against stocks. As a result there will probably be more than the usual demands 
made upon the managers by various individuals to have the bank carry loans 
for them against securities and we think it well to advise them that it is not our 
desire to expand our loans in this direction. In fact our stock loans are already 
higher than we care to see them. The managers should bear in mind that in 
a stock market such as we have at present, the air is full of rumours and tips, 
circulated in many cases for the sole purpose of selling shares and our customers 
who apply for advances against stocks should be advised that this is no time 
to be making large commitments. The market at present seems high and with 
speculators bubbling over with enthusiasm, it is surely a time for extreme 
caution. 


bth April, 1928 


We notice that investments in stocks are appearing quite frequently in the 
commercial balance sheets presented with applications for credit. It is obvious 
that it is not the best practice for a commercial enterprise to go outside its 
field by acquiring holdings in speculative stocks which have no connection with 
the business in which it is engaged and we would suggest that when situations 
of this kind appear the first opportunity should be taken to advise the borrower 
that it is in his interest to conserve his funds for his business. We cannot, of 
course, take exception where a company is accumulating reserves in the form 
of high-class securities, but speculative inclinations—where it is obvious the 
customer is none too strong and is only taking a “flyer” in the market— 
should be discouraged as unsound. 
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1st June, 1928 

The Federal Reserve Banks of the United States have recently raised their 
rediscount rates and they made it quite clear that they believed too much 
money is being used for the purpose of speculation and that loans against 
stocks must be reduced. This can be accomplished only by liquidation in the 
stock market and liquidation across the line will undoubtedly result in liquida- 
tion in Canada. The present is therefore a time for exercising extreme care 
where we are carrying loans against stocks. Liberal margins must be main- 
tained and shares other than those of recognized well established companies, 
especially those which have a narrow market, should not be relied upon as 
collateral. As we have pointed out on several former occasions, many stocks 
might easily drop 50 per cent or more in a bad market, so that all stock loans 
must be carefully watched. 


20th November, 1928 

Loans for speculative purposes tend to produce unhealthy situations and 
through price fluctuations in securities a false sense of values. It is a function 
of the banks to provide assistance for the needs of industry and agriculture 
and where there is only so much money to go around it stands to reason that the 
more there is used for stock speculation, the less there is available for legitimate 
purposes, such as moving crops and the like. We feel quite perturbed over the 
insistent demand for loans on stocks and sooner or later we may witness a drastic 
reaction. As we have pointed out on several occasions, on a weak market mar- 
gins of even 50 per cent may fade quickly and managers must watch their 
stock loans with extreme care. 

Where customers insist upon buying new securities they should sell sufficient 
of their present holdings to pay for the fresh purchases rather than increase 
their loans. In the present frame of mind the public’s main object appears to 
be to buy all the stocks the individual thinks he can arrange to finance and when 
the trouble comes he is obviously likely to find himself overextended. Our 
managers have a real problem to keep stock-borrowing customers in line. We 
are most anxious to avoid a situation where our branches are left with large 
lock-ups in stock loans, when the present market craze passes with its usual 
distressing results. 

Customers come to the bank and say, “We have a large equity with our 
brokers and we want to the bank to take over our account.” The obvious 
answer to this is, “ Sell enough of your present securities to pay off your broker 
and take the balance of the securities into your own possession.” The brokers 
on the other hand say to their customers, “In order that we can do more busi- 
ness, get a loan from your bank,” and so the vicious cycle goes on. ‘There is 
little use preaching to the public because they will only heed by experiencing 
severe losses, but what we must avoid is becoming tied up with too many stock 
Joans and thus risking the possibility of having eventually to shoulder the load. 
Our managers should point out to customers that this is a very high market and 
a risky one and that they cannot go on forever making a profit by buying and 
selling to:someone else and that some day the end must come. 

We have at present no drastic policy in mind regarding stock loans but we 
do feel that their tendency must be downward. This can be accomplished only 
by the reduction of loans through savings or by a customer being induced to sell 
part of his holdings where the load which he carries is out of proportion to his 
means. Our managers can perform a splendid service by pointing out to cus- 
tomers that this is no time to carry large loans on speculative securities and that 
they should put their financial obligations on a proper basis. 


19th September, 1928 
We wish to emphasize again that the bank’s funds (and so far as we can see 
the funds of other Canadian banks) are very fully employed in taking care of 
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the commercial requirements of the country. In consequence we are asking the 
managers to be careful not to encourage in any way requests for loans against 
stocks and also endeavour to arrange in every possible case for systematic reduc- 
tions in the loans of this character now current on their books. We appreciate 
that in isolated instances some latitude is expedient but where such cases exist 
an advanced scale of interest rates is clearly reasonable. We are also asking the 
managers for better co-operation in getting stock loans of the bank down to 
normal level, both in the interest of the bank and its customers. The prevailing 
prices of many stocks are in our opinion inflated much beyond justifiable levels 
and we regard the general situation in this respect as most unhealthy. From 
time to time we are assured that this or that customer will soon or within a few 
months commence reduction of his loans, but these promised reductions very 
seldom materialize. Obviously this is most unsatisfactory. We are not content 
to agree to action being deferred in the hope that an upward trend in stock 
prices will occur and where payments cannot be effected from funds in hand it 
is the duty of the manager to arrange with his customers to sell without delay 
a reasonable proportion of the securities pledged and to apply the proceeds on 
their loans. The majority of customers merely carry loans on stocks in the hope 
that they can sell later on to someone else at higher prices and a point is eventu- 
ally reached—more particularly when stocks begin to decline—where no one 
wants to buy. 


Extracts from the Address of the General Manager, Mr. S. H. Logan, to the Share- 
holders at the Annual Meeting of the Bank, 10th January, 1928 


There has been considerable speculation in stocks which has created the 
impression that general trade is more active than it really is, but it is important 
fer speculators to bear in mind that they should not make commitments beyond 
their ability to pay. Overtrading can lead only to disaster, and brokers can 
greatly help maintain a condition of sanity in the stock market by insisting on 
the maintenance of very substantial margins. 


Extract from the Address of the President, Sir John Aird, to the Shareholders 
at the Annual Meeting of the Bank, 8th January, 1929 


I am certainly of the opinion that, while the situation is sounder here than 
in the United States, the time for a halt has come, and that banks and financial 
houses should do all in their power to restrain the speculative tendency within 
reasonable bounds. . . . It is well to remember that a rise in prices in the 
stock markets does not in itself increase the wealth of a country. In so far as it 
is due to inflation of credit it amounts simply to a revaluation on paper, largely 
made in anticipation of what the future may bring. If these anticipations are 
realized all goes well, but, too often, the reverse is the case. The supply of credit 
from the banks should be based, not on mere anticipations of future wealth, but 
on that which is actually in existence, and which can be utilized for the increase 
of bank reserves. On this basis alone can a sound expansion of bank credit take 
place. 


THe CANADIAN BANK OF COMMERCE 
CIRCULARS TO BRANCHES RE COMMERCIAL LOANS 


16th March, 1927 


It is gratifying to note that a fair proportion of the balance sheets coming 
before us show that satisfactory profits have been earned during the past year. 
We observe, however, that in many cases there is a tendency on the part of 
the owners of commercial enterprises and firms to withdraw a larger percentage 
of the earnings by way of dividends, etc., than is justified, either by the financial 
position of the business or the amount of the profits. In the interests of our 
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customers and also from our own standpoint it is desirable, that a substantial 
proportion of each year’s earnings should be left in the business to build up a 
strong liquid position as a reserve to fall back on in lean years. 


5th April, 1928 

We wish to point out again to our managers that it is important to impress 
on customers that it is highly desirable from their point of view to leave a 
reasonable proportion of annual profits in the business in order to build up a 
real reserve for possible contingencies. Many of our smaller clients are inclined 
to withdraw annually practically all that the business makes, and when hard 
times come there is no actual reserve to provide for unusual losses. Our mana- 
gers can be of great assistance by giving friendly advice in an important matter 
of this kind. 


12th November, 1929 


There is a continued strong demand for new loans and enlarged credits 
which inclines us to the view that there may a tendency on the part of many 
of our customers to accumulate inventories beyond the needs of their respective 
businesses, or to manufacture for stock in anticipation of forthcoming orders. 
There is no justification for increasing inventories at this time except for the 
purchase of raw materials to take care of the manufacture of goods for orders 
on hand from first-class concerns. 


2nd June, 1930 

We have previously emphasized the desirability of customers refraining 
from accumulating inventories beyond the immediate needs of their business, 
and from manufacturing for stock in anticipation of forthcoming orders. We 
went so far as to say that there was no justification for increasing inventories 
in the fall of last year, but notwithstanding this we find that in a great many 
cases coming before us inventories were higher at the end of December than 
a year ago. 

In discussing this feature we have frequently been advised that customers 
feel it would be unwise to hurry liquidation of stocks as they believe it will 
be possible to work them off without loss over a period of the next three or 
four months. We may say, however, that it is our feeling that there will be 
many whose inclination is to follow this course rather than face their loss now. 

Customers should be counselled to cut their inventories as far as possible, 
even if losses have to be taken, because it is much better that they should have 
the situation behind them rather than to be carrying on in a state of uncertainty 
as to when and at what sacrifice they will be called upon to move out their 
heavy inventories. 


5th June, 1931 

We are, of course, ready as always to acquire new loaning business where 
the basis is sensible and the source of repayment is properly in sight. Condi- 
tions at the moment are admittedly unsatisfactory but we look with confidence 
to the future and feel that when commodity prices become more or less stable 
there will be a definite turn for the better. It is also the case that with a 
background of valuable natural resources and a level-headed population the 
eventual outcome is bound to be favourable. 


8th September, 1931 

We should like every manager to do what he can to bring about a better 
picture than is now presented in respect of our unsatisfactory farmers’ business, 
bearing prominently in- mind at the same time that we do not want to add to 
the difficulties of our farmer customers. It is not inflicting hardship, however, 
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to insist that a farmer—who is clearly able to do so—should pay his just debts, 
or pay something on account of them if that is the best he can do. On the 
other hand, to bring useless pressure to bear upon a debtor who is struggling 
to avoid the loss of his assets and earning power or finding it hard to maintain 
his family can only arouse antagonism without any advantageous result. 

July, 1932 

It is difficult to maintain earnings at a satisfactory level and good new 
business would be welcome. It is too much to expect that all applications pre- 
sented under present conditions shall be free of defects but, provided the business 
is fundamentally sound and its defects are of a temporary character—the product 
of the present unusual conditions—and capable of correction, there is no reason 
why the applications should not receive sympathetic and favourable considera- 
ion. 

In times like these the qualities of courage, good sense and foresight are 
valuable to an unusual degree. It is a common fault to assume that the con- 
ditions of the moment will continue always. This is true of both booms and 
depressions. In 1929 many people could see no gathering clouds and no reason 
why the conditions of that time need ever change. It is not unusual now to 
hear people assert that the present conditions will continue indefinitely, or even 
become worse, whereas in the light of past history there is every reason to 
expect the turn should not be far away. 


29th April, 1932 


It is natural to expect our farmer customers to behave in much the same 
way as any other class would do when they first find themselves in possession 
of funds after several years of small or no income. The tendency would be to 
protect their homes from foreclosure, their equipment from seizure and their 
families from want, by paying arrears of taxes, mortgage interest, liens on essen- 
tial equipment and building up a cash position. So long as they do not carry 
the last too far the effect is to improve the position of creditors, as well as the 
farmers. This is because protection of the farmers’ earning power is essential 
to the ultimate return of the creditors’ money. Provided the position of the 
borrower is not so extended as to make it impossible for him to work out of 
his difficulties, the grounds on which the bank could take exception to such a 
distribution are very slight. 

In framing your policy regarding farmers’ accounts in the unsatisfactory 
category the aim should be as far as possible to pursue a course which combines 
the co-operation of the bank with the wholehearted efforts of the farmers. This 
would result in the reconstruction of their position in reasonable time and the 
restoration of their accounts to the category of desirable business. 

Numerous applications will no doubt be received for harvest and other 
expenses. We are desirous of assisting good farmers to a reasonable extent but 
we must be assured of repayment from the proceeds of this crop and that we 
are not paying out money for the benefit of other creditors. Where the appli- 
cant’s position is involved to the point where the distribution of his funds is 
largely out of his control, or for other reasons he cannot be depended upon to 
regard the loan as a first charge on his crop, the application should be refused. 
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EXHIBIT 38 


LIST OF SHAREHOLDERS’ AUDITORS OF THE CHARTERED BANKS—1934 


Bank Names of auditors End of fiscal 
year 
iBank of Montrealyevwin oceccc1 Wd Gilendinninc «© Ae ete! 8 eee October 31. 


Banks ofsNowa Scotia...s.....-..2.. 


Bankeofmloronto:...... 32055. : 


Provincial Bank of Canada........ 


Canadian Bank of Commerce. . 


Royal Bank of Canada......... 


Dommnion Banks's... asco 


Banque Canadienne Nationale..... 


Imperial Bank of Canada...... 


Barclays Bank (Canada)....... 


(of Campbell, Glendinning & Company) 
C@harlesyAterlodrson)/C 7A 2 ae Pe 
(of Creak, Cushing & Hodgson) 


Dy Meike, McClelland, F.@7A3 = 98 ... 5. esas & 
(of Price, Waterhouse & Co.) 
WebeGlendinning, ©: Ast, 3h ieee... os 
(of Glendinning, Gray & Roberts) 


Pee Deicke Mic lelland jh @eAs Steet ety, aee at 


(of Price, Waterhouse & Co.) 
Aes menmerd: GA... seedy. oss. Sate ee 
(of Peat, Marwick, Mitchell & Co.) 


PAV IAIUG CO cAN ime a eile cock. c seme: «+ <<a 
(of LaRue & Trudel) 
Rodoliphesbedard: ©.A Oe... Oe ee 


PD eMekea McClelland, “FXGwA®. 22 S02 ra eee 


(of Price, Waterhouse and Company) 
Aue a ShepiterdiG.A. ... Hee cc 2h... eee 
(of Peat, Marwick, Mitchell & Co.) 


PW? Garth Thomson@e Aue. <. Bee cee me. 2 4....-. «5 


(of Peat, Marwick, Mitchell & Co.) 
James G. Ross, (Oh. Js Gite ine Oh ere ee cenit re, 
(of P. S. Ross and Sons) 


AeBeshephert, C.At.ctw:. paeee........ ame 
(of Peat, Marwick, Mitchell & Co.) 

1) Mok MeClelland’ Ei@:Ays = ee 
(of Price, Waterhouse and Company) 


IManrice’Chantre, @8A:. (A... we... eae es 
(of LaRue and Trudel) 
Wohnew Ross Cv Ales... Bocce ac het Game Be lk 
of P. S. Ross and Sons) 


PVACVEMoleplterdCLA.... oc. oes ee ss cee meee 


(of Peat, Marwick, Mitchell & Co.) 
D. McK. McClelland, GTA ee ee ee 
(of Price, Waterhouse and Company) 


|. |ARIBISBrodiee@-At ee... es. neti oe 


(of Price, Waterhouse and Company) 
John batersona@rAcme. feo... .. 02... Je... ads 
(of Riddell, Stead, Graham & Hutchison) 


December 31. 


November 30. 


November 80. 


November 30. 


November 30 


December 31. 


November 30. 


October 31. 


September 30. 


TG Soil peepee taprhcws strani nin nee oA Sed ME DB oD 


1932. 
1933. 
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Apprnpix “ AD(1)” 


The Gold Standard Sound Money System Maintains Money Shortage and Results in Inflated 
Bank Deposits and Interest-bearing Debts. 


6 5 3 5 San 
“A914 beg OIG. 2 ts 
he ea eS oom eee 2s 
ey = eh owe 
2) Se a eee Sip ten eee 
= 8 (podtet meee a ee ee 
S 3 oy ee See beg 
Gold Reserves fe Gold Reserves fr 
116.000.0000 $13,000,000 
Notes tn Circuiation Notes in Circulation 
*116.000,000 le $242,000000 | 
Cash in Banks *rae Cashin Banks gay 
+ 167,000,000 $814. 060,000 
Bank Deposits Bank Deposits 
41142,000,000 Ea: ‘2445000000 | 
National Public National Public 
Debt Debt 
$ §55,000.000 $3,041,000,000 
~1929~ 2| ~I903S~ sk 
3 Re, 5 oy < o 3 
BB ei ail oa 8 P22 8 2. 
SG) 3 x x Q Ss Cieme edges! G 
Gold Reserves Gold Reserves _ 
$ 78000000 / °7ZOOO,000. fr 
Notes in Circulation Notes in Circulation 
7187000000 ? 181,000,000. 
Cash in Banks ae. Cash in Banks Ee 
$2G60CO00000 160,000,000. 
Bank Deposits Bank Deposits 
$2696,000.000 +1,844,000,000. 
National Public Fooo National Public Dept {.... 
e $2,897,000000. 
$2647000C00 Public.and Private Interest 
$9,500.000000. 
The Rise and Fall of Prosperity during the Period 
i914 -1933, follows closely the Inflation and Deflation 
of Bank Deposits. 


AppEenpix “AD (4)” 
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Canada’s Mountain of Unpayable 
Interest-bearing Debt 


Appenpix “ AD(2)” 


Millions of Dollars 
Pustic & 
PRIVATE 
INTEREST 
BEARING 
DEBT. 
aa 120 1929 1933 
NATIONAL Millions of Dollars 
UBC | 2°79 — 
DEGT. | oe 
1914 1920 1929 1933 
Millions of Dollars 
Bank at: 
DEPosITsS. | io 
1914 1920 1929 1933 
| CASHIN Millions of Dollars 
BANKS. | ioe 
1914 1920 1929 1933 
NOTES IN Millions of Dollars 
| CIRCULATION Poa 
| wa) 
1914 1920 1929 1933 
GoLpb Millions of Dollars 
| RESERVES. | 1028 
1914 1920 1929 1933 


CANADIAN MONETARY 
SITUATION IN 1929. 


AMonetary Gold. 415000000. 


aLegal Tender 
Money 4250000000 


c Bank Notes and 
Bank Credit. *2800000000 


pPublic & Private 
Interest peel: 
Debts. $9500000000 § 


E Portion of Debt 
Payable a vane 
tn Gol ?3250000000 


F Cheque Transac-*46000000000 
tions Declined in 
1932 to #25,000.000.000 §f 


6Internattonal + 2600000000 sagt 
Trade Declin £2 
tn 1932to + 110,000,000 


Estimated _ Value of 
Canadian Devel- 430000000000 [ies 
oped Wealth : 


AB c E Cerra 


Canadian Monetary System 
D evelopes i 929 by ¢ 
anked Mansuead Gold deen. 
ard. Money System, Exemplify- 
in¢g the shortage of Money, In- 
fla ion of Credit and Interest 
ring Debt. that the system 
eee a to accomplish. 


Sh 


bined with Debt Inflati 


ender of 


Honey § 
«Credit as (he Qwner of the Nation's Wealth and the Rulers a +e People. 
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AppenpIx “ AD(3)” 
BALANCED ECONOMY 


The effective circulation of purchasing power can be maintained by correlating the govern- 
ment’s power to create and issue credit with its power to levy and collect taxes and to regulate 
trade. 


National Mint receives Bullion National Bank receives Taxes 
and issues Paper Currency, other Revenues and Deposits 
coins,and_ Gold for Inter— |NATIONAL] and issues Token Currency and 
national Settlements. MINT paeeat to Governmental 
uthority. 
Department of Taxationcon- Ly Department of Economy controls 
trols circulation by regulatory Prices,Wag¢es, Production and 
Taxes. distribution by Direct Management. 
Wie NATIONAL BANK Be 
“ie TAXATION a 8 
A AND | Ae 
ECONOMIC CONTROL[>, © 
j 
2 
2 BA B : 
pereear| [pevrcai| [Reea’| [Ramee] eps tans en] bans ft aks 
Department} }Department| |Depar! partment = {8 [Department] [Department | [Department ent] | Department 
Taxation & Taxation € testers aa § a ee Bela lear Tavalion Taxation é 
conom ‘onom ~m onan — |LCONna: om no ONO mM nom’ 
M7 Y y s NATIONAL 35 Y M Y y¥ | |Economy 
‘ [GOVERNMENT] #2 
B.C. | |ALTA! | SAsk] | MAN! E *¢| ONT||QUE]| N.S. || N.B.|/PE.. 
Local Govts} Local Govts} [Local Govts} [Local Govts g Cc D © [Local Gost} [Local Govts} |Local Govts] ILecal Govts| |Local Gouts 
alle cilia cilia ciiln © ISGIEGIE SS? | 
+k y 2 OY a y = 
7 Deposits Deposits | er 
Merchants CANADIAN Toe} Merchants 
TRADE) Bank COMMERCE QOD EE Bank |(NDUSTRY 
investments Investments 
ty 
- Legend - z, 28 -Legend- 
(A)National Currency and Credit Es Ba (D) Taxes-Revenues & Deposits. 
advanced to Government. ee 23 
me Se (E)Imports and Proceeds 
() Governmental Deposits of 33 Exchange 3g From Exports. 
Taxation and Revenue. 23 EP 
8 33 (F) Payments of Imports and 
()Governmental Expenditures.“ Ss Foreign Debts. 
WORLD | wal RADE 
COMMERCE 
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EXHIBIT 45 


APPENDIX AF 


UNITED PROVINCES OF CANADA 
CURRENCY NOTE 


ONE DOLLAR 


Legal tender throughout the United Provinces of Canada 
Issued in pursuance and under authority of the Currency Act 1935, January Ist, 1936. 


NATIONAL CURRENCY COMMISSION. 


Mhetissne and: circulations 35-45 Comptroller ere Chairman 
of imitation currency 
FANG URES TUS}: OVRED OVI GPT EVE rs gt mG rem eR a AE RU eR ED UO gu Chief Cashier 
Jan. 1st | Feb. 1st | Mar. Ist] Apr. 1st | May Ist | June 1st | July 1st | Aug. Ist Sept. Ist] Oct. 1st | Nov. lst] Dec. 1st 
1936 1936 1936 1936 1936 1936 1936 1936 1936 1936 1936 1936 
(Stamp) (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) | (Stamp) 


: Subject to a demurrage stamp charge of 1% on each due date marked above. Not legal tender unless correctly 
stamped. 

Must be exchanged for a note of the same denomination between December 5th and December 31st, 1936, at any | 
bank, post office, or district currency office. 


The above is a suggested sample of a Gesell Scientific Currency Note. 

(a) They cannot be hoarded and must relentlessly circulate. 

(b) Their circulation guarantees brisk trade, full employment, higher wages, spot cash payment, 
decreasing interest rates, lower taxes, decreased business overhead. 

Issued by THE FREE ECONOMY LEAGUE OF CANADA 
National Executive Secretary: 
President: E. 8. WOODWARD 

DR. WM. GORDON CUMMING 3576 West 36th Ave., Vancouver, B.C. 


Address application to 
E. 8. WOODWARD 
National Executive Secretary, 
The Free Economy League of Canada, 
3576 West 36th Avenue, Vancouver, B.C. 


MEMBERSHIP APPLICATION FORM 


I am in favor of introducing the Gesell Scientific Monetary System into Canada as the 
first step towards economic reconstruction, and therefore apply to be enrolled as an ACTIVE/ 
STUDENT/ASSOCIATE member of the Free-Economy League of Canada. Membership fee 
Maonexdollanenclasedsand a donation off$Minen) 1) OFNOr Oil. 00. Siang towards the 
object of the League. 


Address 
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EXuHIsIt 47 
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EXHIBIT 48 
MonrtreaL, May 21, 1934. 
R. B. Hanson, Esq., M.P., 
Chairman, Select Standing Committee on Banking and 
Commerce, of the House of Commons, 
Ottawa, Ont. 


Dear Str,—In your letter to me of the 17th instant, you request my attend- 
ance before your Committee to give evidence in relation to the following 


matters: 


The relationship between the Banks or any of them and the Pulp & 
Paper Industry and the extent to which uncontrolled extension of credit 
brought about over-capitalization and over-expansion, and the subse- 
quent disorganization and near bankruptcy of an industry dealing in some 


of the most valuable of our natural resources. 


Also with particular reference to the creation of the Canada Power & 


Paper Company, Limited. 
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If I may be permitted to do so, I would like first to point out the extent 
to which over-expansion of the newsprint industry has taken place, and the 
circumstances under which such over-expansion occurred, in the hope that a 
brief outline of the facts in this connection will make clear the responsibility 
for such over-expansion and “ subsequent disorganization of an industry dealing 
in some of the most valuable of our natural resources.” 

The expansion of the newsprint industry in Canada since the War has been 
phenomenal, the annual capacity having increased from 715,000 tons per annum 
in 1917, to 3,898,000 tons in December 1930. During the first ten years of this 
period, the increase in installed capacity was moderate, averaging approxi- 
mately 205,000 tons per annum, and the increase in consumption approximately 
kept pace with the increase in installed capacity, so that in 1926 the industry 
operated at over 96 per cent of capacity, and there was no difficulty in obtaining 
a fair price for the paper produced. 


The contract price for newsprint paper in 1926 and 1927 was $65.00 per ton, 
at which price any efficient mill could make a satisfactory profit. Between 
January Ist, 1926 and December 31, 1930, new newsprint machines were 
installed equivalent in capacity to all machines installed in Canada from the 
commencement of the industry to January 1, 1926, and it is the hopeless struggle 
to find business for these new machines, together with the almost precipitous 
decline in consumption consequent upon the world depression, that has caused 
the disorganization of the industry, because not only were long established 
companies forced to give up business to the new-comers, but in the desperate 
effort to get business for new machines, prices were cut, first from $65.00 in 
1927, to $62.00 in the middle of 1928, to $57.00 in 1931, to $45.00 in the latter 
part of 1932, and to $40.00 in 1933. At these prices it is doubtful if any of 
the newsprint companies can make a real profit if proper charges for mainten- 
ance, depreciation and depletion of timber limits are recognized. 

The foolishness of such a policy is strikingly indicated by the fact that in 
some cases the taking of orders for a comparatively few thousand tons of paper, 
at cut prices, has resulted in smashing the price structure and involving the 
whole newsprint industry in annual losses aggregating many millions of dollars. 

During the Dominion Government’s fiscal year ended March 31, 1929, 
Canada exported 2,263,000 tons of newsprint, for which was received over $142,- 
000,000; for the fiscal year ended March 31, 1933, Canada exported 1,662,984 
tons, for which was received approximately $74,000,000—a difference of $68,000,- 
000. For the fiscal year ended March 31, 1925, exports were 1,251,000, with a 
value of over $91,800,000; in 1926, the exports were 1,476,866 tons, with a value 
of aproximately $102,000,000. These figures strikingly indicate the collosal 
annual loss to Canada resulting from the policies followed during the last few 
years. 

The tonnage exported in 1929 was the greatest in the history of the Cana- 
dian industry, and each year thereafter, there was a substantial reduction 
in the tonnage exported, up to 1933; this, of course, accentuated the competitive 
pressure for business, the capacity steadily rising during this period, while the 
consumption declined. 


An analysis of the construction program since 1926 indicates that five 
groups, under American and English leadership, were responsible for 71.45 
per cent of the new tonnage, viz:— 

Tons Per Cent 


itatbennationalweapersOo. ete sei es ve ee 8 900 20,122 
Abitibi NG ropes ee te Set eer ee arlene nen ee 700 Gye 783 
Minnesota & Ontario Group (including Great Lakes 

Papers Company) 0 2s Oe Ba OY: epee 600 14.61 
Spruce! Halls Paper Companys. tt Ao ee ee oe 450 10.11 
‘Anpilo-Ganadvan “Papers ©Companyetin's. Gy eee UE te tot: 480 10.78 


3,130 71.45 
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The financing of the above expansion was under the sponsorship of American 
and English financial groups, so that it would appear that the extension of credit 
by Canadian Banks did not influence this construction. 

The balance of the new tonnage was installed by the following Companies 


and in the following proportions:— 
Tons Per Cent 


St; Lawrence Paper Malls Wit) 6. 33 See ee 480 10.78 
Price Bros. '&/Cos Litdiosrt) Dae R OI) Goren wipe 240 5.40 
Mersey, Paper. Company, itd. 224. 240 5.40 
Maclaren Powers baper Company s.r eee 240 5.40 
Bathurst Pulp: & Paper! Company) 4.00. 4 40-) eee 70 Ws bi 

1,270 28.55 


So far as I am aware, the installation of this tonnage was not brought 
about by any uncontrolled extension of credit by Canadian Banks, the fact 
being that the earning record of the Canadian newsprint industry up to 1927, 
and even later, was so satisfactory as to command ready supply of capital by 
investors through the public issue of securities, and it was not, therefore, neces- 
sary to rely on the Banks to any abnormal extent for financing this expansion 
—in fact, earnings continued on a fairly satisfactory basis up until 1930. 

Your letter asks me to refer to the creation of the Canada Power & Paper 


Corporation. 

In January, 1928, St. Maurice Valley Corporation was amalgamated with 
Laurentide Company, Limited; this was accomplished through the formation 
of Canada Power & Paper Corporation, which issued its own debentures to the 
extent of $28,800,000 principal amount in exchange for an equal par amount 
of the shares of the Laurentide Company, Limited, Canada Power & Paper 
Corporation giving, in addition, one common share for each $100 par value com- 
mon share of Laurentide Company, Limited. For each common share cf St. 
Maurice Valley Corporation, the new Corporation issued 24 shares of common 
stock. At no time did Canada Power & Paper Corporation issue or sell any of 
its securities for cash or make any appeal to the public for capital, directly or 
indirectly. 

These exchanges were approved at meetings of the respective Boards of 
Directors of St. Maurice Valley Corporation and Laurentide Company, Limited. 

No bank or financial house had any part or, so far as I am aware, received 
any fees, remuneration or profit in connection with the transaction. 

In October, 1929, the Canada Power & Paper Corporation acquired the 
common shares of Port Alfred Pulp & Paper Corporation, issuing 23 shares of 
Canada Power for each common share of Port Alfred. They also, at the same 
time, acquired the shares of Wayagamack Pulp & Paper Company, Limited, 
issuing $50 of Canada Power & Paper Debentures and 14 shares of common 
stock for each common share of Wayagamack Pulp & Paper Company. 

At no time did Canada Power & Paper Corporation, directly or indirectly, 
promote the installation of any new newsprint machines. The latest installations 
by any of the subsidiaries of Canada Power & Paper Corporation, were four 
machines ordered by Port Alfred in 1925, and completed during 1926, these 
machines having a capacity of 144,000 tons per annum; and two machines 
ordered by St. Maurice Valley Corporation in 1926, completed during that year, 
and having a capacity of 72,000 tons per annum. 

During the first four months of 1934, consumption of newsprint has increased 
by more than 46 per cent over the same period of last year, bringing the con- 
sumption for April of this year to the highest point of any April in the history 
of the industry, excepting in 1929 and 1930. 

The history of the newsprint industry in former depressions would indicate 
that it might reasonably be expected to respond very substantially to continued 
improvement in general business conditions. The difficulties of the last few 


BANKING AND COMMERCE 1053 


years have resulted—in the case of most companies—in the institution of econ- 
omies and more careful management, resulting in lower costs of production, 
so that if under the leadership of the Governments concerned, or otherwise, the 
present system of cut-throat competition and unrestrained expansion could 
be checked, the newsprint industry of Canada may be expected gradually to 
return to a prosperous condition. 


Yours very truly, 
diealloaGIGINID SG 
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NEWSPRINT DAILY TONNAGE CAPACITIES 


Capacity Additional Capacity Capacity 
1924 1925 1926 1927 1928 1929 1930 1931 932 1933 1934 
CaNADIAN MILits— 
Abitibitpeue cc. 2,013 
Anglo-Canadian. .. 480 
Bathurstse een 140 
Beaver... : ae 
Booth.... aie 158 
Bromptonss}3 iri) 577-110 pete ES ed eed 20g tied cachet | ecco ae | i ea | Pee 239 
Canadian Interna- 
tionaletr ee an LY 4 es Se ers 340 5007 | ieee 45 Co.el pcb ereieasell [a cieiet eee lean Soler: 1,817 
Canada Power & 
Paper Corp. Mills 
(now Consoli- 
dated Paper 
Corp.)— 
Beleo tae 642 
Laurentide...... 389 
Port Alfred...... 480 
St. Maurice...... 263 
Wayagamack.... 200 
1,964 
Donnacona........ 240 
(cae ee 95 ca 127 
Fort Francis....... 283 
Great Lakes....... 314 
KenoraPaper Mills 252 
Lake St. John..... 260 
MacLaren: .22.:< 240 
Mersey Paper Co. 
itd) eee ae 293 
News Pulp & Paper 
Og litdae innate 37 
Ontario Paper Co.. 429 
Pacific Mills Ltd... 256 
Powell River...... 650 
Price Bros......... 1,020 
Provincial Paper 
Mole pte aee 63 
St. Lawrence...... 460 
Spruce Falls....... 480 
Thunder Bay...... 5 246 
Murray Bay....... 100 
12,618 
NEWFOUNDLAND 
Mints 32) 1,130 
Unitep Srares Mis 5, 623 
MOWAT a 2 11, 253 1,012 1,695 1,865 1,481 940 WO8O Ew dates deecd 125 19,401 


In 1926 the installed daily capacity of Canadian Mills was 7,952 tons. In 
1933 it was 12,618 tons, an increase of 4,666 tons or 584 per cent. 

In 1926 the installed daily capacity of all North American Mills was 13,960 
tons. In 1933 it was 19,401 tons, an increase of 5,441 tons, or 39 per cent. 
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MONTREAL TRUST COMPANY 


BaLANCE SHEET, DeceMBER 31, 1933 


ASSETS 
Carita Account: 
Cashyin.Bankesyand onshandme eyo. 6 a ee $ 199,138 47 
Sundry Time andeCall’Poans.fy.04.60 2050. ee ee 344,619 86 
Mortgage Loans } . Rah fk, Bie ose ee een 681,012 57 


Securities owned by Company (including Dominion of Canada 


Bonds) at Market value, December 31, 1933 5,973,707 61 


Office Premises—Montreal Trust Building....... an 310,758 28 

Other Assets not included in the foregoing....................-.+--. 380,469 82 
—_————$ 7,889,706 61 

GUARANTEED Trust AccouNT: 

Call#lboansjon*Bonds¥ Stocks: ett. (2502... ee ee $ 13,881 419 68 

Investments at-MarketaValtie. e400 sos. nos see ee 2,189,041 23 

Cashin Bank. 3.257 Re ek ee ee 1,892,746 53 
—————_———-$ 17,963,207 44 


Estates, TRusts AND AGENCY ACCOUNT: 
Hundsjand Investments: : je 350 ko es Be ee $ 799,910,729 21 
————————$ 799, 910, 729 21 


$ 825,763,643 26 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED DECEMBER 831, 1933 


Balance brought forward from December 31, 1932.................-0--- $ 462,185 85 
Add Net Profits for the year after providing for expenses of management, 
accrued interestiand all other charges! 24...) 90s. Ja... ga see 434, 352 on ade eee 


APPROPRIATION OF PROFITS 


Dividend for-yearai. kag ob. eed ee ee ee eee $ 320,000 00 
Reserve.for IncomesTaxes.... fi... Pee ORES Gs ee Reese eter 79,699 14 
Transfer-to Pension-Fund! .. fer. Pts. Ba: eee eee ee eee 10,000 00 
Balance carried. forward<.). bes. .fo4. ceek oet - e ee oe 486,838 72 


$ 896,537 86 
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MONTREAL TRUST COMPANY 


Bauance SHEET, DecemBer 31, 1933 


LIABILITIES 
Caritat Account: 

(Chhert iz tise ABee SES? Sein 4 6 Esai 9 8 IMIG Pole ae ta gee ed are $ 2,000,000 00 
INGSERVCHER Cone ane ery Re ee eT 2,500,000 00 

Profit, and Loss—Credit Balance as per statement submitted here- 
TUBE Pies PU EFOMeT He: icone eacad-aclt eoabolws 486,838 72 
$ 4,986,838 72 
Dividend deelaredrand unpaid. a)ie ict wovoce. ecreek died aun 80,000 00 
(CnramainpecdeACCoOunte ELC shed eR kee a oe 2,695,574 60 
Other Liabilities not included in the foregoing...................... 127,293 29 


$ 7,889,706 61 


GUARANTEED Trust Account: 
Mrugp mond siion investment ie y. Heh. jibe AoA Sd. ek Po: $ 17,963,207 44 
ly A 


Estates, Trusts AnD AGrncy Account: 
HIStoLessaunists ancdeApeneyeAccounty soot yk be oct $ 799,910,729 21 
a MS SID, ID 2 


$ 825,763, 643 26 


eS. ERO An, F. G. DONALDSON, 
President. General Manager. 


To the Shareholders Montreal Trust Company. 


We have examined the above Balance Sheet dated December 31, 1933, with the books of the Com- 
pany at the Head Office in Montreal, in which are incorporated the returns from the Branches certified 
by the respective Managers, and have received all the information and explanations we have required. 


We have checked the cash and verified the securities of the Company and the Trust Assets held at 
the Head Office of the Company as at December 31, 1933, and during the year we attended at five of 
the Company’s Branches and then checked the cash and verified the securities of the Company and the 
Trust Assets held by those Branches. 


In our opinion the Balance Sheet is properly drawn up so as to exhibit a true and correct view of the 
state of the Company’s affairs as at December 31, 1983, according to the best of our information and the 
aes given to us and as shown by the books of the Company and the returns from the Company’s 
Branches. 


DELOITTE, PLENDER, HASKINS & SELLS, 
231 St. James Street, Auditors. 
Montreal, January 26, 1934. 
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Exursit 65 


Filed May 23, 1934, by Mr. W. M. Wilson, for the Vice-President, the 
Canadian Bankers’ Association 


Mr. CHAIRMAN AND GENTLEMEN,—If you examine carefully the factors which 
have led to any over-capitalization or over-expansion which may have occurred 
in a Canadian industry, I believe you will find that neither the prime responsi- 
bility nor even any material measure of the responsibility for this development 
can justly be laid at the doors of the banks in this country. 

During the period of say, the last ten years no plan to enlarge the capital 
structure of any industry was, so far as I am aware, conceived by or launched 
on the initiative of a Canadian bank. I believe it is true also that no Canadian 
bank took a part in proposing any industrial merger, or in framing the terms upon 
which any such merger might be arranged and carried into effect. 

To the best of my knowledge the banks had no connection with any transac- 
tions of this nature until the negotiations between the parties concerned had been 
concluded. Then it is true that loans were made by the banks to enable the 
wholesale purchaser of the new securities to finance his commitment during the 
period he required to market them at retail but that form of financing for reput- 
able dealers is a normal function of the banks. 

To permit a fair survey to be made I would ask you to cast your minds back 
to the conditions existing when most of these securities were distributed. Indus- 
try during the three years ending with 1929 was very active. Production, though 
large and increasing, was barely able to keep pace with consumption so that 
manufacturers, instead of having to contend with swollen inventories of finished 
goods, were put to it to fill the volume of orders which kept pouring in upon 
them. 

The dealers in securities who during that period applied for loans to finance 
the purchase of security issues represented the leading investment houses in this 
country—men of standing, experience and good repute. The securities which these 
dealers were offering to the public were accompanied by an analysis which their 
firms had made of the relative business, a record of its past earnings and an 
estimate of the future market prospects of its product. The evidence which 
they submitted warranted the view that the offerings were legitimate and that 
an investment in these securities would be exposed to no greater risks than those 
normal hazards to which all commercial undertakings are of necessity subject. 

I would not have you think that in order to absolve the bankers I am trying 
to place upon the shoulders of others any blame that may be due. I would 
emphasize that it is always a matter of extreme difficulty to estimate with even 
reasonable accuracy the potential earning power of any industry for this involves 
an attempt to foresee the various domestic and international political, financial, 
and economic factors which may arise in future and to weigh the effect which 
they might have on the business in question. The point which I am trying to 
make is that in the period through which we were then passing it was an almost 
superhuman feat, even with the highest possible degree of good faith, for anyone 
to keep his judgment completely free from any tinge of optimism. 

Some part of our troubles may be due to over-expansion and over-capitaliza- 
tion but undoubtedly the principal cause has been the drastic and unexpected 
curtailment in the volume of our exports, and a lesser one the reluctance of our 
own people who have money to spend it as they used to do. The whole world 
developed an unwillingness to buy in anything like the former volume, and for 
what they did take they offered greatly decreased prices. 
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I am satisfied that up to 1929 no one, either in Canada or elsewhere, con- 
ceived the possibility of so sudden and severe a collapse in markets and prices 
as has since taken place. I am sure that bankers, skeptical as they were of the 
New Era theory of perpetual prosperity, did not dream of any such world catas- 
trophe. 

I would ask you to weigh these facts before seeking to measure the responsi- 
bility for and apportion the blame under this section of your inquiry. It is easy 
to look back now with the experience we have gained in the past five years and 
see where mistakes were made. It is easy also to say that this or that claim or 
statement has proved so grossly wrong that it could not have been made through 
a mere error in judgment but must have been presented deliberately with intent 
to deceive. To make such a charge is in the great majority of cases to ignore 
the startling changes which have since occurred in trade the world over. 

Some industrial flotations there may have been for which too rosy a picture 
was painted in order to capitalize the popular speculative fever but these were 
few and far between. In any such cases I am convinced that no bank knowingly 
connived to make an issue a success 
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THE ROYAL BANK OF CANADA 


INCORPORATED 1869 


Office of the President 


Montreau, May 28, 1934. 
T. L. McEvoy, Esq., 


Secretary, 
Select Standing Committee on Banking and Commerce, 
Ottawa. 
Dear Sir,—At the hearing of the Sub-Committee in Montreal on the 23rd 


instant, I was asked to report the aggregate amount in which corporations, 
institutions and partnerships of which I was a Director or officer were indebted 
to The Royal Bank of Canada on certain dates. There had not been sufficient 
time for the bank to compile the necessary information for the earlier years 
mentioned, consequently the data for 1933 only was given. The earlier informa- 
pa has since been obtained, and the full reply to the question is therefore as 
ollows:— 

December 1, 1926 — $2,920,394 Advances 

December 1, 1927 — 4,095,758 y 

December 1, 1928 — 8,401,452 . 

December 1, 1929 — 9,694,581 - 

December 31, 1933 — 2,090,255 os 

In every case loans were abundantly secured. On the same dates the cor- 

porations of which I was a Director had on deposit with The Royal Bank of 
Canada the following amounts: — 

December 1, 1926 — $14,077,363 Deposits 

December 1, 1927 — 45,925,115 ie 

December 1, 1928 — 14,753,562 . 

December 1, 1929 — 45,679,422 if 

December 31, 1933 — 28,000,000 a 


Advances as at December 31, 1933, did not include our share of the loan to 
the Canadian Pacific Railway Company which, as you know, is guaranteed by 
the Dominion of Canada. 


Yours truly, 
HS, Hon 


Summary of Amendments to Bill 18, 
An Act Respecting Banks and Banking 
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SUMMARY OF AMENDMENTS TO BILL No. 18, AN ACT RESPECTING 
BANKS AND BANKING, 


SESSION OF 1934 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 


position 


Date 


March 
March 
March 
March 
March 


(GO) 400% OOK 00m. Sp 


March 8.. 


March 13.. 


March 22.. 


April 24.. 


March 8.. 


March 8.. 


March 8.. 


18 
22 
20 
20 
20 


20 


23 


36 


50 


20 


20 


21 


Hackett... . 


Mackenzie. . 


Mackenzie. . 


Spencer..... 


Rowers. 33) 


2(m) 
2(m) 
5 (1) 
5 (8) 
12 


18 


20 


20 


20 


20 


21 


29 


striking out ‘‘means,’’ line 8, and 
substituting ‘‘includes’’........ 
inserting, line 4, after ‘‘honey,”’ 
[maple productsic eee 
striking out ‘‘forty-four,’’ line 4, 
and substituting ‘‘thirty-nine”’ 
striking out ‘“‘forty-four,”’ line 3, 
substituting ‘‘thirty-nine’’..... 
by adding the following: ‘‘2 (a). 
Shares shall be subscribed for 
and held by or for the benefi- 
cial ownership of British sub- 
jects ordinarily resident in 
Canada ees eek aarper ni: 
striking out ‘‘five’’ in second line 
of paragraph (c), (1) and sub- 
stituting ‘“‘seven’’ therefor; 
strikiag out ‘‘three’’ at the end 
of the paragraph and substi- 
tuting ‘‘a majority of the 
(Board! Pec ee eee 
adding the following: ‘‘(4). No 
Minister of the Crown in the 
Dominion Government shall 
be elected or continue to be a 
Girector of soaMke =e. 
striking out “‘in the Dominion 
Government”’ in the next pre- 
ceding amendment..........-- 
adding the following ‘‘(4). No 
Minister of the Crown in the 
Dominion Government or in 
any Provincial Government 
shall be elected or continue to 
be a director of a bank.”’...... 
inserting the following: ‘‘(5). No 
person shall be elected or con- 
tinue to be a director of more 
than one bank at any time, and 
he shall be disqualified to act 
as a director of the bank if he is 
at the same time a director of, 
or partner in any firm, com- 
pany or corporation which is 
indebted to or applies for any 
loan or advance from, or has 
any financial relations with, 
the bank of which he is a di- 
TECtOR ey see ee eee 
adding thereto the following: 
““(5). No person shall be elect- 
ed or appointed or shall con- 
tinue to hold office as a director 
who, (a) is not a British sub- 
ject ordinarily resident in Can- 
Aa OTUs Goa voice pe ec maes 
(b) is a director of any Trust 
Company, Insurance Company, 
Investment or Loan Company, 
or of any financial institution 
doing public business.’’........ 
adding, at the end of (2), the fol- 
lowing: ‘‘but in no case shall 
the salary or remuneration of 
the president, vice-president 
general manager or any officer 
of a bank exceed the remuner- 
ation of the Prime Minister of 
Canada for the same year’’.. . 


(R) in disposition column indicates a recorded vote. 


lost 


lost 


lost 


lost 


lost 


withdrawn.. 


withdrawn.. 


withdrawn.. 


GEN)sc50 


withdrawn. 


(CES) Fe 


March 6 


March 
March 
March 


March 


April 


April 


April 


April 


April 


April 


April 


April 


8 
22 
22 


24 


24 


24 


24 


26 


26 


24 


36 


50 


50 


50 


50 


50 


51 


wel 
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Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 
position 


Date 


April 24.. 


March 8.. 


March 8.. 


March 15.. 


March 15.. 


April 24.. 
April 24. 


March 15.. 


March 15.. 


March 13.. 


March 15.. 
Maya lige: 


Misra lg 


49 


21 


21 


28 


28 


52 


52 
28 


28 


23 


28 
85 


85 


Spencer..... 


Spencer..... 


Morand..... 


29 


31 


53 


53 


53 


53 
53 


53 


53 


53 
53 


53 


adding, at the end of (2), the fol- 
lowing: ‘‘such officers, clerks 
and servants may have the 
right to organize for the pur- 
pose of protecting their inter- 
ests in regard to such matters 
as wages, salaries, hours of 
labour and general working 
Conditions W., -Svatwec: Se.) 
striking out (6) and substituting: 
“(6) A shareholder shall not 
vote by proxy, but shall give 
to the Minister, in writing by 
registered post, instructions as 
to the manner in which he de- 
sires to vote on any business of 
the meeting. In any such case 
the Minister shall inform the 
scrutineers appointed at the 
meeting of the instructions so 
received and the scrutineers 
shall record the vote of each 
such shareholder in accord- 
ance with instructions so given’’ 
striking out (2) and substituting: 
(2) No such by-law shall 
come into operation or be of 
any force and effect, nor shall 
a certificate approving thereof 
be issued by the Treasury 
Board unless and until such in- 
crease of the capital stock of 
the bank has been authorized 
by Act of Parliament”’....... 
inserting after ‘‘value,’’ in the 
second line of paragraph (k) 
(3), ‘‘together with a full list of 
SUCH SeCUMIbIes Ho aken: i... 24 
inserting after ‘‘value,’’ in the 
second line of paragraph (1) (3), 
“together with a full list of 
Such Secunities« sa. fae. ae. 2 
inserting in (2) after ‘‘part,”’ inthe 
third line, ‘‘the amount of the”’ 
inserting in (3), after ‘“‘part,’’ in 
the first line, ‘‘the amount of” 
adding the following as sub-para- 
graph (p) of (2) “‘(p) The 
amount of deposits and loans 
for each province and the aver- 


age rate of interest charged in 


Gaielal ymonpinee aes bao 5 uaae nage 


Wnderlinediwordse::::2.:).....- 
adding the following as subpara- 
graph (z) of (3): “‘(z) Classifi- 
cation of total loans for differ- 
ent industries or services in 
such form as may be approved 
byavne Minister tea e.6) - 2a. - 
striking out (4) and substituting: 
““(4) The Governor in Council 
shall have power from time to 
time to make such amend- 
ments and additions to the 
items required to be set forth 
in the said statement as he 
may deem expedient’’........ 
inserting the following as (8a): 
‘For classification, see p. 28” 
adding the following as (10): 
“Classification of employees”’ 
For details of classification, see.. 
inserting in (10) after ‘‘informa- 


pied 


tion,’’ “‘in regard to employees 


in @anadayeeen ee se. he os 


lost (R). <3; 


lOSti ss ken 


lostu@) ase 


lostic 5. oe 


lostasiesiae 


adopted.... 
adopted.... 


‘}withdrawn.. 


.|withdrawn.. 


adopted.... 
withdrawn.. 


adopted.... 


adopted.... 


May il 


April 24 


April 24 


April (24 


April 24 


April 24 
April 24 


April 126 
April 26 


April 26 


April 26 
April 26 


76 


51 


51 


52 


52 
52 
52 


55 
55 


55 


55 
55 
85 
85 


85 


{064 


SELECT STANDING COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 


position 


Date 


Page 
of 
minutes 


April 26.. 


Maye lie 


March 8.. 


May 3.. 


May - 34 


May (3: 


April 26.. 


April 24.. 


Way" cae 


May: gare 


May 15.. 


May 3) 


March 8.. 


53 


84 


21 


59 


59 


59 


53 


48 


62 


21 


Ervine: .- 4 


Rhodes..... 


Rhodes..... 


Rhodes..... 


Rhodes..... 


Rhodes..... 


Rhodes.... . 


55 


55 


57 


57 


57 


59 


60 


61 


64 


64 


64 


66 


75 


striking out (17) and substituting 
(17) new section re auditors 
reyisad glitter HAR. be. oe 
For revised amendment see..... 
adding the words ‘‘or under the 
authority of the Parliament of 
Canada’’ after the word ‘‘Can- 
ada’’ in the last line of (1).... 
inserting in (1), after ‘‘divid- 
ends,’’ in third line, ‘‘not ex- 
ceeding the rate of six per 
centunr perannum’;+../...... 
inserting in (1), after ‘‘divid- 
ends,’’ in third line, ‘‘not ex- 
ceeding six per centum per 
annum on paid up capital of the 
bank plus such amount as has 
been accumulated from the 
proceeds received from the 
sale of the capital stock of the 


inserting after ‘‘dividends,’’ in 
(1), ‘not exceeding the rate of 
six per centum per annum on 
the paid up capital stock plus 
accumulated rest or reserve 


br Tovc Faeroe a near cee sae (ee l 


striking out, in (4), ‘‘always be 
equal to,’’ in fifth line, and 
substituting ‘‘subject to the 
provisions of the Bank of 
Canada Act, be not less than’’ 
striking out the proviso and sub- 
stituting: ‘‘Provided, however, 
that the Governor in Council 
shall have power from time to 
time to make such amend- 
ments and additions to the 
items required to be set forth 
in the said schedule as he may 
deem espedietitiens.))) 2)... 6.4 
adding the following: ‘‘(4) In the 
case of a bank authorized to 
commence business after the 
day on which this section 
comes into force, the said bank 
shall be subject to the pro- 
visions of this section as if it 
had been authorized to com- 
mence business on the day on 
which this section comes into 
operation n-rseeeer es doce. ed 
deleting (6) and _ substituting 
“The circulation fund shall 
bear interest at the rate of 
three per centum per annum”’ 
inserting in (8) after ‘‘circulation 
fund’’ in line 5, ‘‘and all interest 
due or accruing due thereon’’ 
adding after (6), ‘‘Such fund shall 
bear interest at the rate of 
three per centum per annum”’ 
inserting after ‘‘payment’’ in line 
3 of (2) ‘‘and all interest due or 
accruing due to such bank there- 
Onl pb Aen maa fa 
adding to (2) the follwing: (g) 
lend money or make advances 
in excess of ten per centum of 
its paid-up capital and reserve 
to any one per son, firm or cor- 
poration without the consent of 


the Executive Committee of 


the Bank of Canaday —- 77 @ 


adopted.... 


dropped.... 


.|withdrawn.. 


adopted. ... 


adopted.... 


adopted.... 


withdrawn.. 


adopted...,. 


adopted.... 


adopted.... 


May 


May 


May 


May 


May 


May 


May 


May 


May 


May 


iy 


15 


76 
59 


84 


59 


59 


59 


59 


60 


60 


ait 


Ue 


UU 


77 


60 


BANKING AND COMMERCE COMMITTEE 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 


position 


Date 


Page 
of 
minutes 


May, Ie: 


May, le: 
May 15.. 


March 8.. 


March 13.. 


60 


60 


84 
72 


84 
78 


21 


23 


Howard... <} 


75 


75 


75 
75 


75 
75 


75 


76 


substituting ‘‘without the con- 
sent of the Inspector General of 
Banks’’ for words underlined 
SUD DIMER: Habs. Gas eeeta id oo. SE 
adding to (2) the following: (g) 
Lend money or make advances 
in excess of ten per centum of 
its paid-up capital and reserve 
to any one person, firm or cor- 


DGRAUON Houde en ey doe eed ] 


inserting ‘‘firm’’ before ‘‘com- 
pany’’ in line 3 of (f) of (2)...; 
inserting in (2) the following as 
(g): ‘‘(g) Permit the name of a 
bank to appear, except as a 
banker for receiving applica- 
tions, upon any prospectus or 
advertisement, unless such 
prospectus or advertisement is 
issued by or on behalf of the 
Government of Canada or of 
any province thereof, or of any 
city or municipality or of any 
railway, express, telegraph or 
telephone company the rates 
of which are fixed or the tariff 
of the the tolls of which are 
approved by the Board of 
Railway Commissioners for 
Canada, or unless the securi- 
ties to be issued pursuant to the 
prospectus or advertisement 
are guaranteed by the Govern- 
ment of Canada or any pro- 
mincQuumeneol. jr: . 3... 
inserting ‘‘company’’ after ‘‘firm”’ 
IHplIN@LarO ke ken naepen: «ba oA 
striking out ‘‘agent or manager” 
in line 1 of (4) and substituting 
“manager or other officer’’.... 
adding thereto the following as 
(5): The bank shall not either 
or indirectly engage in stock 
market transactions nor lend 
money or make advances from 
the funds of the bank to any 
director or officer of the bank, 
or to any other person, with or 
without security, which mon- 
eys are to the knowledge or in- 
formation of any director or 
officer of the bank to be used 
instock market transactions or 
speculations nor shall the bank 
sell or hold shares or indirectly 
assist any person, firm, corpor- 
ation or company to maintain, 
raise or lower the market price 
of any stock or to control the 
market price thereof.......... 
striking out (2) and substituting: 
(2) The bank may, after the 
debt has accrued and become 
payable, sell such shares, but 
consent of the owner of the 
shares must be obtained before 
selling. And in case the bank 
and its debtor cannot agree the 
whole matter shall be sub- 
mitted to the Governor of the 
Bank of Canada for his deci- 
sion, which decision shall be 


lost 


adopted.... 


.jadopted.... 


adopted..., 


adopted.... 


binding on both parties........ 


May 3 


May 3 
May “117 


May. {15 
May 17 


May (15 


May 3 


May 3 


60 


84 


77 
84 


78 


60 


61 


1066 


SELECT STANDING COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


aoe 
position 


Date 


March 138.. 


March 138.. 


March 13.. 


March 13.. 
March 22.. 


May 4.. 


May 4 


Maye 1b 
Mays 15:- 
May, ase 


March 13.. 


March 13.. 


May, ie 


May  8.. 


24 


24 


24 


24 
35 


64 


64 


65 


78 
78 
78 


24 


24 


67 


Howard.... 


Howard.... 


Casgrain.... 


McGibbon.. 
Perley. 2.38 


Perley,’ 38 


Perley) 233 
(Qu’Appelle) 


Perleyceer 
(Qu’Appelle) 


Rhodes..... 
Hackett. ... 
Ralston..... 


Casgrain.... 


76 


77 


88 


88 
88 


88 


88 


88 


88 
88 
88 


89 


91 


91 


95 


striking out in (3) ° ‘upon the sale 
being made’’ and substituting 
‘upon the decision of the Gov- 
ernor of the Bank of Canada 
being*received" nee) (an! 
striking out in (1) all the words 
after ‘‘Act’’ in line 10 down to 
and including ‘‘same’’ in line 13 
adding after ‘‘months”’ in line 11 
of (7) ‘‘and any claim by an 
unpaid vendor of or in respect 
to such products, wares, goods 
and merchandises to the 
amount remaining unpaid’’; 
by adding after ‘‘remuneration’’ 
in line 13 of (7)’’ and such claim 
of an unpaid vendor’’.......... 
adding to (7) the following pro- 
VisO: seepage can ey 
adding the following to (8) ‘‘and 
for the purchase of binder twine 
upon the security of any of the 
crop with respect to which such 
binder twine is to be used.... 
adding the following to (8) ‘‘and 
for the purchase of binder twine 
upon the security of the crop 
grown by the borrower and 
which is about tobe har- 
vested!’ :7% RMON od 
substituting the following as (9) 
“The security taken under sub- 
section (8) of this section for 
money lent for the purchase of 

a ee binder twine, may 
be taken in the relevant and 
appropriate form set forth in 
SchedulevHiuh: Suaiia ora s 
inserting ‘‘or binder twine’’ after 
ian grain’’ in lines 3 and 8 of 
1O)205, OSS Be Oa bad 
ee deleting ‘‘on and”’ in line 4 of 

19). 


inserting the following. as (29): 
see page BE OCONEE OT Ge) 
inserting ‘ ‘or other written com- 
munication”’ after the words 
“prepaid telegram’’ in (29).. 
striking out all the words com- 
mencing with ‘‘who’’ in line 9 
of (2) and substituting ‘‘of or in 
respect to such products, goods, 
wares, and merchandises to 
the amount remaining unpaid”’ 
striking out all the words after 
“and’’ in line 5 of (1) and sub- 
stituting: see page DA Spence 
adding after ‘‘dollar’’ in last line 
of (1) ‘‘Provided further that 
when the advance or loan is not 
in excess of twenty-five dollars, 
and the interest or discount 
thereon amounts to less than 
fifty cents, the maximum 
charge shall not exceed fifty 
Cents JAVA ie i 
striking out (6) of (1) and substi- 
tuting ‘‘(b) from time to time 
pay any or all of the principal 
thereof, and any or all of the 
interest thereon, to or to the 
order of such person, unless 
before such payment the mon- 
ey so deposited in the bank is 
lawfully claimed as the pro- 


perty of some other person. . 


withdrawn.. 


lost (R)...% 


withdrawn.. 


adopted... 


adopted.... 


adopted.... 


.jadopted.... 


adopted.... 


_{adopted.... 


lost, GR) ase 


adopted.... 


.ladopted.... 


May 


May 


May 
May 


May 


May 


May 


May 
May 
May 


May 


May 


May 


May 


May 


15 


15 


17 


61 


61 


64 


64 


65 


65 


65 
78 
78 


78 


65 


66 


85 


67 


BANKING AND COMMERCE COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
_by Mr. 


hat 
Sec. 
No. 


Be amended by 


Dis- 
position 


Date 


April 24.. 


March 13. . 


May < gh. 


May 15.. 


March 8.. 


March 8.. 


April 26.. 


49 


25 


73 


80 


22 


22 


53 


Lawson..... 


Rhodes..... 


Rhodes..... 


Rhodes..... 


Rhodes..... 


96 


112 


113 


113 


114 


114 


114 


repealing (2) and (3) and substi- 
tuting the following: for text, 
Seepage 49 3 Heke hs 
deleting in (1) ‘‘may be deemed 
necessary as a result of the 
Bank of Canada being author- 
ized to commence business”’ 
and substituting ‘‘as he may 
deemt expedient’). 00... 2.4 
striking out (2) and substituting 
“(2) The bank shall within 
thirty days after the general 
meeting transmit or deliver to 
the Minister a return showing 
the name and address of each 
director elected thereat to- 


gether with a list of the banks, 
firms and companies of which 
he is a director or partner, and 
the names of the president and 
vice-presidents; and_ should 
any vacancy occur in the mem- 
bership of the board of direct- 
ors or in the office of president 
or vice-president, the bank 
shall forthwith notify _the| 
Minister of the name and 
address of the person by whom 
the vacancy has been filled 
together with a list of the 
banks, firms and companies of 
which he is a director or part- 


deleting ‘‘and’’ after ‘‘firms’’ in 
line 3 of (2) as amended above 
and inserting ‘‘and corpora- 
tions’? after ‘‘companies”’ in 
line 4; deleting ‘‘and”’ after 
“‘firms’’ in line 8 and inserting, 
after ‘‘companies,’’ ‘‘and cor- 
porations et MALOES cos 
inserting the following as (7) (i) 
(ii) (iii): disposition of un- 
claimed bank balances. For 
textisee pagei2oet Ft. 
adding thereto the following: 
“(8a) The bank shall within 
thirty days after the close of 
each calendar year transmit 
or deliver to the Minister a 
return shewing the names and 
addresses of the directors of 
the bank and the banks, firms 
and companies of which they 
are directors or partners’’..... 


adding the following: ‘‘(10) The 
bank shall once in each year 
transmit or deliver to the 
Minister a return of all loans 
made by the bank within 
Canada outstanding at a date 
to be specified by the Trea- 
sury Board, classified accord- 
ing to industries and businesses, 
and the Treasury Board may 
make such regulations as may 
be deemed necessary to give 
effect to the provisions of this 


adopted.... 


adopted.... 


adopted.... 


SUDSECUON me Cees em see ce a 


adopted.... 


May 8 


May 8 


May 15 


May 5 


May 8 


May 8 


adopted.... 


May 8 


67 


68 


80 


80 


69 


69 


69 


{068 


SELECT STANDING COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 


position 


Date 


Page 
of 
minutes 


May  8.. 


May 15.. 


May s.3 


May 3a 


May. “S.. 
May 8.. 


May 23) 


May 


Bi 
May, 2gne 


May, lar 


March 15.. 


May 8 


May Go2 
May, «ace 


May, 45 


May. > 275 


Mays ane 
Maye Gee 


May 8.. 
May, lies 


Wen  i5\, 
May, ae 
Weny 6. - 


69 


80 


69 


70 


70 
70 


63 


114 


114 


117 


138 


151 


151 
151 


151 
151 


151 
151 
151 


inserting in (10) after ‘‘return 
of,’’ in line 2, ‘‘the aggregate 
amount of. saree ee os | 
inserting the following ‘‘(11) 
Classification of deposits’, for 
text, see page 80H 27)... .j...- 2.5 
striking out ‘‘The Association’’ 
and substituting ‘‘The Bank 
of. CanadalPaim: (Dion... 
striking out ‘‘The Association”’ 
and substituting ‘“The Min- 
ishehe Ib yes a eiaes: te 
inserting after ‘‘appoint’’ in (1), 
UA WETe Ino Me ae tae ee 
striking out ‘‘The Association”’ 
in (2) and substituting ‘‘The 
Ministery? Mee oe 
striking out the section and num- 
bering 117 (2), as amended, 118 
striking aut paragraph (a)....... 
inserting in (f), after ‘‘penalties,’’ 
“not exceeding the sum of one 
thousand dollars’’......:..... 
deleting from (2) ‘“‘plus the 
amount of the notes of the 
bank issued and in circulation 
elsewhere than in Canada’’... 
striking out the section.......... 
SOrrein ovo) (Occ. seem yn. ion 
Stmikine Outs (4) imsrerermre ot. 
adding thereto ‘‘(5) The provi- 
sions of this section shall not 
apply to scrip issued by any 
municipality or school dis- 
TRIO be meer ne Le es 
inserting the following: ‘‘Pro- 
vided that this section shall 
not be construed to prohibit 
the issue and exchange of trad- 
ing orders and merchandise 
certificates, not redeemable in 
cash, for use and exchange 
amongst its members by legal- 
ly constituted co-operative 
trading organizations in any 
Province of Canadan a)... .pee. 
deleting (f) and ‘‘such bank shall 
incur a penalty not exceeding 
five hundred dollars’’........ 
deleting ‘‘or’’ and substituting 
Hon’ -aiter <dollansyy 3... .2° 
inserting, after ‘‘dollars,’’ ‘‘such 
bank shall ineur a penalty not 
exceeding five hundred dol- 
LaTSHs. x:c Paste are aie 3A adeass 
inserting the following as (2), for 
fext see pase d2s:i44)..4.....: 
striking out the section as am- 
ended on May 8 and substi- 
tuting (151): for text see pp. 
80, and: Sln% gaits mekibes bts: 
inserting ‘‘firm’’ in (2), line 3, 
ghten sania, cirasearekeit lasie: 
inserting ‘‘company’’ after ‘‘firm”’ 
in Line 3:0f (3) bcc beri eee 
substituting ‘‘officer’’ for ‘‘offi-- 
cial’’ in line 1 of (a) of (4)...... 


adopted.... 


adopted.... 
adopted.... 


adopted.... 


adopted.... 
adopted.... 


.Jadopted.... 


losti@R) ease 


adopted.... 
adopted.... 


adopted.... 
adopted.... 


adopted.... 
adopted.... 
adopted.... 


adopted.... 


adopted.... 


May 


May 


May 
May 


May 


May 


May 
May 
May 


May 


ry 
00 00 00 “I 


71 


71 


72 
72 


72 
72 


81 
81 
81 
81 


BANKING AND COMMERCE COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 
position 


Date 


Page 
of 
minutes 


April 26.. 


Mian 15): 


May f& 8.. 


May, los: 


May 4.. 


54 


73 
73 


82 


73 


79 


65 


Rhodes..... 


Ralston..... 


Rhodes..... 


Rhodes..... 


Wallis ee. 


Perley... 
(Qu’Appelle) 


160 


160 
160 


160 


166 


166 


Sched- 
ule 


om” 


adding the following ‘'(2) Every 
bank which neglects to trans- 
mit or deliver to the Minister, 
within the time prescribed by 
regulations of the Treasury 
Board, a certified return show- 
ing all loans made by the bank 
within Canada at a date to be 
specified by the Treasury 
Board classified according to 
industries and businesses, shall 
incur a penalty of fifty dollars 
for each and every day during 
which such neglect continues’’ 
inserting in (2) ‘‘the aggregate 
amount of after ‘‘showing’’. . 
adding the following ‘‘(3) Every 
bank which neglects to trans- 
mit or deliver within thirty 
days after the general meeting 
a return showing the name 
and address of each director 
elected thereat, together with 
a list of the banks, firms and 
companies of which he is a 
director or partner or which 
neglects to transmit or deliver 
within thirty days after the 
selection of a person to fill a 
vacancy in the membership 
of the board of directors or in 
the office of president or vice- 
president, a similar return 
respecting such person, shall 
incur a penalty of fifty dollars 
for each and every day during 
which such neglect continues”’ 
inserting ‘‘and corporations”’ 
after ‘‘companies”’ in line 4 of 
deleting (1) and substituting (1) 
Every person using the word 
‘bank,’ ‘banker,’ or ‘banking,’ 
or the words ‘investment bank- 
er,’ ‘savings bank,’ ‘banking 
company,’ ‘banking house,’ 
‘banking association,’ or ‘bank- 
ing institution,’ either alone or 
in combination with other 
words, or any word or words 
of import equivalent to any of 
the foregoing in any foreign 
language, in a sign or in an 
advertisement or to describe 
his business or any part of his 
business, without being author- 
ized so to do by this Act, or 
by some other Act of the Par- 
liament of Canada, is guilty of 
an offence against this Act.... 
deleting from the above amend- 
ment, ‘‘or the words ‘invest- 
ment banker,’ ‘savings bank,’ 
‘banking company,’ ‘banking 
house,’ ‘banking association,’ 
or ‘banking institution,’ either 
alone or in combination with 
OthermwordSeess ewes... 
be added to list of Schedules and 
that Schedules E, F, G, H, and 
I to this Act become respec- 
tively F, G, H, I, and J. For 


adopted.... 
adopted.... 


adopted.... 


adopted.... 


withdrawn.. 


withdrawn.. 


text of Schedule, see p. 65..... 


adopted.... 


May 


May 


May 


May 


May 


May 


May 


15 


15 


15 


72 
73 


82 


82 


7) 


79 


74 


1070 SELECT STANDING COMMITTEE 
Date Page | Proposed | That Dis- Page 
pro- of by Mr. Sec. Be amended by position Date of 
posed |minutes No. minutes 
May 17.. 85: Coote. -. 4 Sched-|adding thereto ‘‘The said live 
ule stock are now owned by me 
F and are now in My possession 
(old and are free from any mortgage, 
E) lien or charge thereon and have 
been fully paid for by me”’ withdrawn..|May 17 85 
March 13.. 25 |Spencer..... Sched- striking out item 25, under head- 
ule ing ‘‘assets’’ and substituting 
H ‘25. Bank premises, at actual, 
(old | or original cost; giving particu. 
G) lars as to encumbrances there- 
on, including amounts borrow- 
ed from controlled corpora- 
tions; the total written off for 
depreciation; losses of the bank 
charged to this account (if 
any); and the particular re- 
serves, funds or contingencies 
of the bank, to which these 
expenditures are charged in 
returns to the Minister’’...... HOSGe veces May 17 86 
March 13.. 25 arvane: -. 2234 Sched-|adding under ‘‘assets’’: ‘‘29a. Ag- 
ule gregate amount of loans to 
H companies or corporations of 
(old | which one or more directors 
G) areon the:Board? ib. f0 2.4 withdrawn..|May 8 73 
May 17.. 87. J Coote:. 35a Sched-|inserting the following as addi- 
ule tional information to be sup- 
H plied in the said Schedule: 
(old Average rate of interest paid 
G) on-depositss i sae to. 1.25 3s 
Average rate of interest charg. 
ed on loans or advances....... LOSE Ries Sa May -.ji7 87 


Summary of Amendments to Bill 19, 


An Act to Incorporate the Bank of Canada. 


1071 


1072 


SELECT STANDING COMMITTEE 


SUMMARY OF AMENDMENTS TO BILL 19. AN ACT TO INCORPORATE THE BANK 


OF CANADA 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 
position 


Date 


Page 
of 
minutes 


Wien. A¢/. 


March 15.. 


March 15.. 


June One 


March 20.. 


March 20.. 
June ore 


May 29.. 


JUNC ore 


wuner ON. 


88 


29 


29 


iLILZ/ 


31 


31 
118 


98 


97 


94 


118 


118 


Spencer..... 


Hon. Mr. 
Mackenzie 


Hon. Mr. 
Rhodes 


Raymond.. 


Raymond. . 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Ralston 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Pre- {inserting after ‘‘Canada,’’ line 2, 


amble 


Bill |declaring that the proposed Bank 


19 


“‘to make use of the national 
credit at cost for governmental 


Servicesiandy ice a cee ee lost: ste 


of Canada should be owned 


and controlled by the Dom- 
inionionG@anad ate rere 
permitting the ownership of the 
shares of the proposed Bank of 
Canada to be vested in the 
Government of the Dominion 


ofi@anada css. sees ae ee loste 2 se 


adding thereto the following: 
“(2) In addition to the Mem- 
bers of the Board as consti- 
tuted by (1) of this section, the 
Deputy Minister of Finance or, 
in case of his absence or in- 
capacity at any time, such 
other officer of the Depart- 
ment of Finance as the Min- 
ister may nominate for the 
time being, shall be, by virtue 
of his office or such nomination, 
as the case may be, a member 
of the Board, but shall not 


have the right to vote”’....... adopted.... 


striking out paragraph (a) of (2) 
and substituting ‘‘(a) is not a 


Canadian national/6r...:..2.. lost GR) eee 


by adding to paragraph (d) of (2) 


after ‘‘Canada,’”‘or elsewhere’’}withdrawn" 


striking out (d) of (2) and sub- 
stituting: ‘‘(d) is a director, 
officer or employee of any other 
bank or financial institution or 
has an interest as a shareholder 
in any bank or other finan- 


clalanstigubionu, eee ee adopted.... 


adding the following as para- 
fag (2) or ()s" “(@) Ines 
reached the age of seventy-five 


VETS cs ale cnn nee enn adopted.... 


adding the following as para- 
graph (f) of (2): “(f) isa bank- 


TUptOnIsHnsOlventaess pes ae lOStee tease 


striking out ‘“‘or at a meeting of 
shareholders’’ at end of (1) and 
substituting ‘‘or by the Execu- 
tive Committee or by a meet- 


inpyoteshareholdersmeae ssa adopted.... 


striking out (1) and substituting 
““(1) The Governor, Deputy 
Governor and Assistant De- 
puty Governor shall each be ap- 
pointed as hereinafter provided 
for a term of seven years, or, in 
the case of the first Governor, 
Deputy Governor and Assist- 
ant Deputy Governor for such 
shorter period as the Governor 


in Council may determine..../adopted.... 


adding the following: ‘‘(5) The 
Governor, Deputy Governor 
and Assistant Deputy Gover- 
nor shall each hold office for 
the aforesaid term during good 


behaviour sain enon. adopted... 


(R) in disposition column indicates recorded vote 


June 


.|May 


May 


June 


May 


June 


June 


May 


May 


June 


June 


June 


1a 


17 


il 


124 


89 


89 


124 


89 
118 


118 


98 


a4 


118 


124 


124 


Pe 


BANKING AND COMMERCE COMMITTEE 


Page Proposed || That Dis- Page 
of by Mr. See Be amended by position Date of 
minutes No. minutes 
94 1\Coote......1 9 |providing that the Minister of 
Finance shall ex officio be a 
director of the Bank.......... withdrawn..|June 5 119 
119 '|Hon. Mr. 9 {striking out (1) and substituting 
Rhodes (1) To provide for certain nam- 
ed provisional directors. For 
textiysteprdlon Ate. pb... .8! adopted... .|June 5 119 
104 |Hon. Mr. 9 |providing for four shareholder 
Ralston directors and three state direc- 
tors;in addition, the Governor 
and Deputy Governor are ap- 
pointed or approved by the 
State. For text of amendment, 
seep l4riin ap eit Ok lc ces «| lost (R)....|June 5 119 
June 4. 120 |Hon. Mr. 10 {striking out (1) and substituting 
Rhodes ““(1) No person except a share- 
holder who is the registered 
owner of ten shares of the 
capital stock and who has paid 
all calls thereon shall be elect- 
ed or shall continue to hold 
Office asia directors... 4......1 adopted. ...|June 5 120 
Mavi 29). 96 {|White......{ 10 |deleting from (2) ‘‘the directors 
(Mt. Royal) shall be selected from diversi- 
fied occupations, but’’......... lost (R):..4|May, 729 96 
June. ay. 120 |Hon. Mr. 10 {striking out ‘‘appointed or’’ in 7 
Rhodes Line sleomuis) ky cece gto. fb 8 adopted... .|June 3 120 
March 20.. 31 |Raymond..| 10 |striking out paragraph (a) of (3) 
and substituting ‘‘(a) is not a 
Canadian national; or’’........ lost (R)....J/May 29 97 
dite fic 120 |McGibbon..| 10 |deleting paragraph (b) of (3) viz.: 
“is a member of either House 
of Parliament or of a Provin- 
: Clalpluegislatunewivery 4/5... 4 adopted. ...|June 5 120 
May 29.. 99 |Hon. Mr. 10 |jadding the following to (3) ‘‘(d) 
Rhodes has reached the age of seventy- 
Aweryeatsirnts arte At: ot adopted....|May 29 99 
May, 29. 95 |Hon. Mr. 10 |striking out ‘‘Board’’ in line 1 of 
Ralston (4) and substituting ‘‘Gover- 
nor’’; striking out ‘‘by resolu- 
tion of the Board approved”’ in 
Nines: O14) th mtd. fret loSbse. wet) May 29 97 
May, 29). 95 |Hon. Mr. 12 {striking out the section and sub- 
Rhodes stituting: ‘12. The members 
of the Board shall select a 
Chairman from amongst their 
iui nal] oY 2) ngage eee Pn Smee | adopted....J|May 29 98 
May 31:. 104 |Hon. Mr. 13 {requiring ratification of the Acts 
Ralston and decisions of the Executive 
Committee by the Board. 
For text of amendment, see p. 
LOS Sacha t massage mere ae. LF lOSt pce oat June 5 120 
May 31.. 105 |Hon. Mr. 13 Jempowering Deputy Minister of 
Ralston Finance to attend meetings of 
the Board and of the Execu- 
tive Committee in a consulta- 
tive capacity. For text of 
amendment, see p. 105......., withdrawn..|June 5 120 
May 29.. 95 |Hon. Mr. 13 |striking out ‘‘acting by direction 
Rhodes of the Board”’ in (1) and sub- 
. stituting ‘‘selected by the 
Board Wena heen. fo... adopted....|May 29 98 
82684—68 


1074 


SELECT STANDING COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 
postion 


Date 


Page 
of 
minutes 


May 29 


yune:) 25-2 


May 31.. 


March 15.. 


May 29 


March 15.. 


May 29.. 


May 29.. 


May 29.. 


March 15.. 


March 20.. 


May 29.. 


95 


120 


105 


29 
99 


30 


100 


95 


99 


29 


31 


100 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Ralston 


Hon. Mr. 
Mackenzie 


Hon. Mr. 
Mackenzie 


Bowman.... 


Hon. Mr. 


Rhodes 


13 


13 


13a 


14 
14 


16 


16 


16 


16 


16 


16 


16 


striking out (3) and substituting 
“*(3) Except when the Board is 


in session the Executive Com- 


mittee shall determine the 
minimum rates at which the 
Bank is prepared to discount 
or rediscount bills or to make 
advances and the Bank shall 
at all times make public the 
rates at which it is prepared to 
discount, or rediscount bills or 


tolmakeladvancess5n 
adding the following: ‘‘(5) In 
addition to the members of the 
Executive Committee as con- 
stituted by (1) of this section, 
the Deputy Minister of Fin- 
ance or, in case of his absence 
or incapacity at any time, such 
other officer of the Depart- 
ment of Finance as the Min- 
ister may nominate for the 
time being shall be, by virtue 
of his office or of such nomina- 
tion, as the case may be, a 
member of the Executive Com- 
mittee but shall not have the 
right: to-votere + nt) 
adding the following new sec- 
tion: ‘134. No action or deci- 
sion of the Board of Directors, 
or of the Executive Commit- 
tee, shall have any effect un- 
less the same is concurred in 
by the Governor, or in his 
absence or incapacity, by the 
Deputy Governor”’)7..)./....: 
Striking out.(2) and)(3). 4.3 
inserting after ‘‘may’’ in line 1 of 
(6)“by- by-law ite] {2 t 
adding thereto: ‘‘The Minister 
shall at any time have the 
right on behalf of the Dom- 
inion of Canada to purchase 
such shares in whole or in part 
at not'more! than’ par. |..... 2; 
adding thereto: ‘‘The Minister 
shall at any time have the 
right on behalf of the Dom- 
inion of Canada to purchase all 


shares held by the public at 


not morerthanspar ss an. 
striking out ‘‘Governor in Coun- 
cil” in (1) and_ substituting 
“Parliament of Canada’’..... 
inserting after ‘‘passed’’ in line 3 
of (1) “‘by the Board and rati- 
Hed RR CE SEAR Yc 
inserting after ‘‘share certifi- 
cates’’ in line 2 of (2) ‘‘of which 
the majority shall always be 
held by and vested in the Min- 
ister on behalf of His Majesty 
and the balance of such certi- 
ficates’’; striking out ‘‘which’’ 
TLE Doky MMA a 
striking out ‘‘one hundred dol- 
lars’? inlines2 and 3 of (2) an 
substituting ‘‘fifty dollars’’... 
inserting after ‘‘at’’ in line 3 of (2) 


“not less, than: eeaee .4......8 


adopted.... 


adopted.... 


adopted (R) 
lostestece ase 


amended... 


lost. (@R))aeee 
adopted.... 


adopted.... 


adopted.... 


adopted. ... 


May 29 


June 5 


June 5 
May 29 


May 29) 


May 29 


May 29 
May 29 


May 29 


May 29 


May 29 


May 29 


98 


120 


121 
99 


99 


100 


100 


99 


99 


99 


99 
100 


BANKING AND COMMERCE COMMITTEE 


Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Be amended by 


Dis- 
position 


Date 


Page 
of 
minutes 


May 29 


March 15.. 


March 15.. 


WUne, | 


May 29.. 


March 15. . 


May 29.. 


May 29.. 
May, 3. 


JUNG. 5. 


May 29 


Misiyac Silt. 
Mays (ole: 


May. oil. 


Mayas oi. 
March 20.. 
May «sls. 


95 
30 


30 


121 


101 


30 


95 


95 
106 


121 


95 
103 
103 


103 


103 
31 
104 


82684—68} 


Bowman.... 


Spencer..... 


Hackett.... 


Hon. Mr. 
Ralston 


Bowman.... 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 
Hon. Mr. 
Rhodes 
Hon. Mr. 
Rhodes 


(Mt. Royal) 
Hon. Mr. 
Rhodes 


16 
16 


16 


16 


18 


19 


20 


20 
20 


20 


20 
20 
20 


20 


20 
20 
20 


striking out ‘‘Board”’ in line 4 of 
(4) and substituting ‘‘Minister’’ 
striking out ‘‘twenty-five dol- 
lars’’ in line 1 of (5) and sub- 
stituting ‘‘twelve dollars and 
Titty; CEMtS te. eed scot 
inserting the following: ‘‘(7a) The 
Minister may at any time call 
in shares of stocks held by the 
several shareholders on paying 
par therefor and three months 
INGLES Us err ey dec cd 
inserting the following after (8) 
“or a trustee holding shares in 
trust for the beneficial interest 
of a British subject or corpora- 
tions qualified to hold such 
SI AMEA Me Oe eee ch age 
inserting after ‘‘shall,’’ in line 7, 
“ipso facto on the expiration of 
three months from the mailing 
at Ottawa by registered mail 
of such requirement in the form 
of a notice in writing by the 
Minister to such shareholder’’ 
striking out ‘‘twenty-five dollars”’ 
in line 3 of (1) and substituting 
“twelve dollars and _ fifty 
CONtsye te oe see a. t 
amending paragraph (b) of (1) to 
read: ‘‘(b) effect transfers of 
funds by telegram, letter or 
other method of communica- 
tion, and buy and sell trans- 


fers effected by such means, 


trade acceptances, bankers’ 
acceptances, bankers’ drafts, 


and bills of exchange drawn in 
or on places outside of Canada 
and having a maturity not 
exceeding ninety days exclud- 
ing days of grace, or not exceed- 
ing ninety days after sight ex- 
cluding days of grace, from the 
date of acquisition by the 
BankAvkemiia tate 1c. 56. 
striking out all words after 
“Bank” in line 4 of (d) of (1).. 
striking out ‘‘twice’’ in line 7 of 
(d) of (1) and substituting 
HUME HUIMMCS weer pies ct ss ol 
inserting in line 7 of (d) of (1) ‘‘of 
a par value’’ immediately pre- 
ceding; “‘in'excess3?;6../......! 
amending (g) of (1) to read as 
follows. For text see p. 95.... 
amending (h) of (1) to read as 
follows. For text, see page 103 
striking out ‘‘three’’ in line 2 of 
7) of (1) and substituting 


” 


line 1 of (7) of (1) “‘for periods 
not exceeding six months’’.... 
inserting the following as (7) of 
Qe Bor text. see py l0s).. (4 
striking out ‘‘promissory notes’’ 
am hine:4’of (7) or Me. 4 
inserting after ‘‘Bank’’ in line 3 of 
(m) of (1) “‘or from any dis- 
count corporation doing the 


adopted.... 


adopted.... 


lost Cheer .7 


adopted.... 


adopted.... 


adopted.... 


withdrawn.. 


adopted.... 


adopted.... 
adopted.... 
adopted.... 


adopted.... 


adopted.... 
withdrawn.. 


adopted.... 


May 29 


May (29 


May 29 


June 5 


May 29 


May 29 


May 29 
May ‘31 


May {all 


June 5 
May 31 
May 31 


May 21 


May ‘31 
June 5 


May 31 


business described in (7) of 
Ghisisubsectiony we... .. S. 


withdrawn.. 


100 


100 


101 


121 


101 


101 


101 
106 


106 


121 
107 
107 


107 


107 
121 
107 


June 5 


121 
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Date Page Proposed | That Dis- Page 
pro- of by Mr. See. Be amended by position Date of 
posed |minutes No. minutes 
May 29.. 961\ Coote... 4..1 21 |striking out ‘‘except the Bank for 
International Settlements’’ in 
(2d ae ree RGR cs irecetna aac OSC eta crn May {all 108 
March 15.. 30 |Hon. Mr. 23 |striking out (4) and substitu- 
Lapointe ting ‘‘(4) The notes shall be 
printed in the English and 
French languages and their 
form and material shall be 
subject to approval by the 
MAnister  gccci creat alee lost (R)..../June 5 123 
May 31,. 104 |Hon. Mr. 23 Jadding the following to (4): ‘‘Pro- 
Rhodes vided that notes in either the 
French or the English language 
shall be available as required’’|adopted (R)|June 5 123 
May 29.. 96 tilrvine:....} of strilkcingout (land (aes. 4. loste set June & 121 
March 22.. 30) Fi@ootey.. 8 25 |striking out ‘‘and deposit liabil- 
ities’’ after ‘‘notes’’ in line 3 of 
(ees eee renee ee ere 4 lOStiae. as May 31 108 
May 29.. 96 ||Spencer..... 25 |striking out all words after 
aibanivn impline 2. orgay ol (2)- lost. -<.4. + May {3ll 109 
March 22.. 3D p| Cooke... ne 25 |striking out (a) of (2) and sub- 
stituting ‘‘(a) gold coin and 
bullion and foreign exchange in 
the unrestricted ownership of 
the Bank to the amount of 
twenty-five per centum of the 
MOtedsglers ean tet lost rau May 31 109 
May 3l.. 104 |Hon. Mr 25 Istriking out (2) (a) (b) (i) and 
Rhodes substituting: For text, see 
DilOe ce eee ae nha et adopted....|May 31 110 
May 31... 110 |Hon. Mr 25 |striking out ‘‘three months’ in 
Rhodes line 2 of (iii) of (b) of (2) and 
substituting: ‘‘ninety days ex- 
cluding days of grace, or not 
exceeding ninety days after 
sight excluding days of grace’’|adopted....|May 31 110 
May 31.. 110 |Hon. Mr 25 |striking out ‘‘foreign’’ in line 13 
Rhodes of (2) on page 13 of the Bill....Jadopted....J|May 31 110 
March 22.. 36) |\Coote..... 5 25 |striking out ‘‘and liabilities’’ in 
linefotOirest en 4 lostec eae May 31 110 
May 31.. 110 |Geary 25 jinserting after ‘‘gold”’ in line 3 of 
(3) ‘“‘equal to an amount not 
less thanwaneeni a fot adopted....|May 31 110 
Wine Blo. 110 |Hon Mr 25 |inserting ‘‘deposit’’ before ‘‘lia- 
Rhodes bilities” in line 4 of (3)........ adopted....|May 31 110 
june) on 122 |Hon. Mr 26 {striking out (1) and substituting 
Rhodes ““(1) Every chartered bank 
shall on and after the day on 
which the Bank is authorized 
to commence business main- 
tain a reserve of not less than 
five per centum of its deposit 
liabilities within Canada and 
such reserve shall consist of a 
deposit with the Bank and of 
notes of the Bank held by such 
bank eras cee es adopted. ...|June 5 122 
dune 53: 122 |Hon. Mr. 26 jinserting the following as (2) and 
Rhodes For text, see p. 122. 4... : adopted. ...|June 5 122 
June = a= 122 |Hon. Mr. 26 |striking out ‘‘the preceding sub- 
Rhodes section” in line 2 of (2) and 
substituting ‘‘this section’’; 
striking out ‘‘deposit main- 
tained by it with the Bank” 
in line 6 of (2) and substituting 
“Yeserve maintained by the 
chartered banks v.a..54.. ge. 0t adopted... .|June 5 122 
June 5:5 122 |Hon. Mr. 26 |renumbering (2) and (3) to read 
Rhodes @andiG) 5. pth mae adopted... .|June 5, 122 
UUne ore 122 |Hon. Mr. 26 |striking out (4) and substituting 
Rhodes the following ‘‘(6). For text, 
SCR DI 220 0 aepap ieee ss on adopted. ...|June 5 122 
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Date 
pro- 
posed 


Page 
of 
minutes 


Proposed 
by Mr. 


That 
Sec. 
No. 


Pe amended by 


Dis- 
position 


Date 


minutes 


March 22.. 


March 15.. 


March 20.. 
Juner 75. 


dm 


Wile? — Sil, 
Wy Bil 


June — o.. 


June! 5). 


June ' a 


June] ore 
June) 5. - 


36 


30 


31 
116 
116 


104 
104 


117 


123 


Hay 


117 
124 


Bowman.... 


Hon. Mr. 
Euler 
Hon. Mr. 
Ralston 


Hon. Mr. 
Rhodes 


Hon. Mr. 
Rhodes 


Hackett.... 


Rhodes 


28 


30 


35 


35 


42 


42 
43 


striking out all words after 
“‘basis’’ in line 5 and substitut- 
ing ‘‘of the current market 
value at the date of the rele- 
WEG ANS ACTIONS Wiese er see 
striking out all wordsafter ‘‘and”’ 
in line 5 down to and including 
“half-yearly’’ in line 8 and sub- 
stituting ‘‘after deducting an 
amount equal to five per cent- 
um of the paid up capital which 
may be utilized for the pay- 
ment of cumulative dividends 
at the rate of five per censtum 
payable half-yearly’’.......... 
striking out ‘‘six’’ in line 5 and 
SHIDStGUbIN oaliviely at nn ee 
striking out ‘‘five’’ and substi- 
tuting ‘‘four and one-half’’..... 
striking out ‘three months’’ in 
line 1 of (2) and substituting 
PAS IXGWCOLISumenih cme ces tone 
deleting ‘‘March”’ in line 2 of (1) 
and substituting ‘‘February”’ 
deleting ‘‘twenty-five’’ in line 4 
(2) and substituting ‘‘one hun- 
dred’’; deleting ‘‘five hundred’”’ 
in line 5 of (2) and substituting 
MONeRENOUSANG usa sae: aoe ye 
adding to (3) the following: ‘‘But 
no person, other than the Min- 
ister, shall vote for more than 
fifthyashaneswyres ss: 
adding to (4) the following: ‘‘A 
trustee holding shares in trust 
for the beneficial interest of 
any qualified shareholder shall 
have one vote for each such 
share so registered in hisname. 
In any case the trustee shall 
inform the scrutineers appoint- 
ed at the meeting of the name 
of the British subject and/or 
the corporation for whom he 
holds the said shares in trust’’ 
deleting ‘‘affairs’’ in line 2 of (g) 
of (1) and substituting ‘‘under- 
(er ici oy ede oe ee er 
deletinea(S) es ee 
delepine that section... .....-.. 


withdrawn.. 


.Jamended... 


adopted (R) 


adopted.... 
adopted.... 


adopted... 


adopted.... 


adopted. ... 
adopted.... 
adopted.... 


Tune 


.|June 


June 


June 


June 
June 
June 


Croror 


115 


116 
116 
116 


116 
116 


Wil 


123 


1080 
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INDEX 


INDEX fO MATTERS REFERRED TO IN MINUTES OF EVIDENCE 
AND PROCEEDINGS 


Abandonment, 640 

Abitibi Power and Paper, 428, 796 

Accountants, chartered, 49, 608, 610, 621 

Algoma Steel Corpn, 465 

Anglo-Canadian Pulp and Paper, 781, 782, 793, 

796, 797, 808, 891 

Anticosti Corporation, The, 768, 782, 787, 802, 
803, 804, 805, 806, 815, 862-867, 878, 883, 
884, 886, 888, 909, 913, 1052 

prospectus, 862-867 

Argentine, 233, 239, 253, 260 

Aristook Valley R.R. Co. 177 

Auditors, 23, 49, 718-722 

shareholders’, 608-630, 636, 637, 1045 

Australia, 167, 233, 239, 253, 260, 341 

Austria, 484, 935 


Backus, Paper Group, 796 

Balance sheets: 

— Belgo-Canadian Paper Co., Ltd., 851 

— Canada Power & Paper Corpn., 829-833 

—  Laurentide Company, Ltd., 848 

— Montreal Trust Co., 1056 

— Port Alfred Pulp & Paper Corpn., 837 

—St. Maurice Valley Corpn., 845 

— Wayagamack Pulp & Paper Co., 841 

Banbury v. Bank of Montreal, 364 

Bank clerks, 23 

— classification of, 736 

— organizations of, 411 

— Pension funds of, 410, 589, 590, 591, 603, 
604, 737-744 

—— salaries, 410 

Bank directors. See directorates 

— location of, 601 

Bankenclature, 492 

Banker, definition of, 747 

Bankers & pulp and paper, 781, 782 

Bank for International Setttlements, 109 

Bankmont & Co., 543-545 

Banking Inquiry (1923), 131, 610, 617, 623, 626, 
628, 629 

Bank rate policy, 690 

Banks, and © Pak) W8.82, lk) 3a, 139) a see 
Beatty, Bennett, Dodds (witnesses) 

— loaning powers, 192 

Barclays Trust Co. of Canada, 599, 1004, 1015 

Bathurst Paper Group, 796 

Bay Sulphite, 765, 775, 776 

Beauharnois Power Corporation, 428 

Belgium, 503, 686, 935 

Belgo-Canadian Paper Co., 765, 767, 780, 782, 

849-852 

balance sheet, 851 

Bilingual notes, 123 

Binder twine, 35, 365 . 

Boom activities, 687 

Bracebridge, 469 

Bracteats, 726 

Britain, Empress of, 148, 158, 172 

British Columbia, legislation, 648 

Bulgaria, 935 


Calgary, 19, 457 

Call Loans, 303, 350, 375, 391, 392, 394, 399: 

Cambridge University, 699 

Canada Life Assurance Co., 606 

Canada Power and Paper Corpn., 765-769, 775, 
776, 779, 780, 783, 784, 786, 787, 790, 
792, 793) 795; S801, S07) 808) S12) S2ie 
822, 824 827, 828, 829-833, 870, 872, 
873, 883, 891, 894, 912, 914, 1052 

— balance sheet, 829-833 

Canada Steamship Lines, 428 

Canadian Bankers’ Association, 63, 75, 76, 183, 
264, 265, 268, 288, 342, 343, 580, 636 

Canadian Bank of Commerce, The: 

— circulars to managers, 1038-1043 

— classified loans, 1034 

Canadian Investment Bankers’ Assn., 73, 79, 
745-761 

Canadian National Railways, 421 

Canadian Newsprint Institute, 786 

Canadian Pacific Railway System. See C.P.R. 

“Canning Trade, The,” 56, 646 

Central Banks, European, 933, 935, 950, 951 

See gold, New Zealand 

Chartered Accountants, 49, 608, 610, 621 

Chartered Banks, Canadian: 

branches closed, 1045 

— directorates, 968-1002, 1004-1015 

— gold holdings, 927-960 

— shareholders’ auditors, 1045 

— stock, capital, increases, 1044 

Charts, 1046, 1047, 1048, 1050, 1053, 1055 

Chase National Bank, 147, 149, 159, 166, 185, 
922 

Chase Securities Corporation, 582 

Chicago grain pit, 17, 36, 125 

Chicoutimi Pulp Co., 773, 810, 816 

China, 253, 287 

Circulation, velocity of, 700 

Classification, of bank employees, 736 

of loans, C.B.C., 1034 

Committee Reports, 7-10, 125, 127 

Common stock prices, chart, 1053 

“Communal Currency ” 703 

Compania Inversiones Urbanas, 595 

— Territoriale Mexicana, 541 

“Conquest of Poverty,” 56, 646, 652 

Consolidated Paper Corporation, 772, 781, 785, 
786, 788, 789, 794, 795, 823, 824, 825, 
826, 872, 894, 915 

Consolidated Smelters, 148, 160, 161, 164, 167, 
182 


Counsel, Committee, 18, 27, 34, 139 
C.P.R., capital set-up, 144 

dividends, 1034 

— employees, 1034 

—— income, 142 

— loans, 142 

—— obligations, 141, 962, 963, 966, 967 | 
— pay rolls, 1034 

—— See evidence of Beatty, Bennett, Dodds 
Criminal Code, 688, 694 

Cuba, 493, 594 
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Deflation, 17, 125, 281, See evidence of Dodds, 
Lidgan, Patterson; Wilson 
Demurrage stamp, 731 
Depression, 17, 40, 41, 125, 289. See deflation 
Detroit Bridge Co., 498 
Devaluation of securities, 17, 125, 631-634 
Directorates, Bank of: 
—— Montreal, 968-973, 1004-1006 
— Nova Scotia, 973-978, 1007 
— Toronto, 978-981, 1008 
Provinciale, 981-982, 1008 
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McGeer, G. G., 645-706 

McKee, George M., 868-873, 889 
Mapp, K. A., 621-622 


Patterson, H. F., (deflation) 372-380 
Pitfield, Ward C., 745-761 


Reed, James B., 707-717 
Rhodes, Hon. EH. N., 270, 351 
Roberts, B. J., 219 

Ross, Henry T., 6438, 644 


Tompkins, C. E. §., 612, (auditors) 622-626, 
631-634, 635-642, 718-722 

Whitehead, C. R., 768, 873-889 

Wilson, M. W., (deflation) 415-471, (inter- 
locking directorates) 425-435; 580-594, 
(auditors) 627, (gold) 938-939 

Woodward, E. S., 722-735 


Young, David, 616-621. 
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